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Every  day 
someone 

reminds  us 

what  kind 

of  business 
we're  in. 


•    FE  DUE  I 

Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day,  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 
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A  Business  of  Caring. 
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AIM'introdud 


Maximum 
Value. 

Minimum 
Hassle. 


All  year,  yoii  look  for  e\  ciy 
acK  antagc  tor  your  brrsiness.  Xov^' 
AT\T  introduces  one  acK  antage 
that'll  come  looking  for  you. 
Automatically. 

It  s  calleei  .Maximum  .AcK  antage, 
the  latest  step  in  our  ongoing  com- 
mitment to  help  support  roz//- busi- 
ness w  ith  an  extra  measure  of  per- 
sonalized ser\  ice.  And  \  alue. 
It's  coming  soon. 

Right  now,  AT&T  is  looking  for 
^\  :\-s  to  maximize  your  long  di.s- 


tance  sen  ice  by  anah  zing  your 
calling  patterns. 

Beginning  in  Xo\  ember,  we'll 
show  you  the  results  of  that  work. 

If  your  business  bills  over 
S200  a  month  with  AT&T  you'll 
automatically  receive  a  Maximum 
AcK'antage  statement  in  the  mail, 
e.s.sentially  a  quarterly  account 
review  that  analyzes  whether 
you're  in  the  best  calling  plan  for 
your  needs. 

If  you  would'\  e  sa\'ed  monev 


by  being  in  a  different  plan,  we 
not  only  tell  you  on  the  statemi^ 
we'll  credit  you  the  amount  yoi 
would  ha\  e  saved*  Automatica 
And.  if  appropriate,  we'll  in\'ite 
you  to  switch  to  that  plan. 

Ever)'  three  months  thereaf 
we'll  send  you  further  updates 
ensure  that  you  always  receive 
AT&T's  best  service  and  low^est 
price,  even  as  your  business 
changes. 

We'll  help  you  manage  you 


e  difference  if  any.  between  your  eligible  usage  and  usage  al  comparable  rates  for  certain  AT&T  calling  plans  with  similar  access  type,  tenn,  and  revenue  commitments 
of  AT&T  FCC  Tariffs  No  1  and  No  2  Does  not  lake  into  account  factors  such  as  seasonal  calling  trends  All  plan-qualified  usage  excluding  billing  ad|ustments.  promo- 
nther  exceptions  Assumes  usage  remains  at  current  level  %  savings  based  on  recommended  sen/ice 


mximum  Advantage. 

\  


''ant  more  ways  to 
ive?  We  11  suggest 
'):ions  like  term 
'ans,  wternation- 
'  discounts  and 
irect  network 
ccess. 


\ 


\ 


low  can  we  work 
arderfor  you 
nd  make  your 
)b  easier?  You  'II 
nd  the  ansivers 
ere—sojiware- 
ased  bill  report- 
ig  and  analysis. 
IX  equipment 
lonitoring,  toll 
'aud  protection, 
nd  much  more. 


AIST  MAXIMUM  ADVANTAGE 


QUARTERLY  S 


iATgT 


Mr  Mim  Kf-hiil 
Prt'sidcnl 

Mon  K^■^hln  ti  Co.,  Inc. 
104-1  Northern  lilvd, 
Roslyn,  NY  1IS76 


Maximum  Advantage  is  our  guarantee  Uiai  you  jlwms  gel  ATSTS.  iuwcsi  price  '  After  arty  quarter  in  which  you  have  at  least 
one  month  of  eligible  iiiage  <iver  SJ(K).  you  will  recei\x-  an  upcUted  statement  outlining  your  optimum  level  of  savings,  quality, 
and  value  based  on  i.iur  anaiysLs'  of  your  usage  patterns  during  qualifying  months 


Automatic 

Credit 

Calculation 


imniduaory  Triple  Bonus   Litdil  li.isej  (in 
August  billing  infomialion  multiplied  by  .S 

Your  eligible  AIXTLong  Distance  and  Intern.itional 
usage: 

Combine  all  your  AIST  Long  Distance  .ind  AIST 
800  Services  under  one  plan  and  pay  /cm. 


S2,26H.80 


You  Will 


aiilomaticolly 


receive  this  triple  credit  on  yonr  December  bilL 


Additional 
.Savings 

Recommendations 


Get  More  Value 
and  Quality 
From  Yoiu' 
ArSff  Service 


►  Increase  your  savings  to  by  extending  your  Term  Plan  to  Z-t  montlis. 

'  Save  an  additional  10%  on  calls  made  to  your  two  highest-billed  countries  each 

month,  rhis  penod,  they  were  lirj/il  ,ind  l  t.in<,e  sign  lociay 
»  Your  us^e  suggests  you  could  benefit  from  direct  access  to  the  ARCT  Network. 

Gain  added  savings  and  tonveniencr  Ask  your  Account  Executive  about  Tl  S  access. 

IPk-jse  Nce  liiv-  lijU  ii)f  mint  Ut-ia.K  1 


'  Manage  your  costs  better.  Account  codes  track  expenses  and  a  variety  of  reports  help  you  Ix^tler 

allocate  t.osis  Oi  receive  your  bill  on  I'C  diskette  ttj  analyze  calling  patterns  and  overall  costs 
•  Your  satisfaction  is  guaranteed.  The  Al&TBesi  In  The  Business  "  Guarantee  assures  that  you  w  ill  be 

s.ilisried  Willi  every  tall  or  we  will  give  you  a  credit 
'  (^ckly  solve  international  fax  problems.  Our  international  lax  ser\'ice  center  will  work  with  y()u 

lo  identib'  .ind  fis  intern.ilional  transmission  problems 
'  To  help  protect  yoixr  business  against  toll  frauds  AIXI  constantly  monitor^  <  ailing  panems  11 

potential  fraud  is  suspected,  we  ll  cont.ui  vou 


To  lake  advantage  of  any  of  our  recommendations,  or  to  ask  any  questions,  contact  your  Account  E.\ecutive 
or  call  1  800  537-8700.  Please  see  the  back  of  this  statement  for  details  on  our  recottmiendations  and  instruc- 
tions on  how  to  get  more  information. 


If  you  would 
have  saved 
money  by  being 
in  a  dijferent 
plan,  we'll 
automatically 
credit  your 
accouiu. 


1  800  5 57-8700. 

Call  us.  Let 's  talk 
about  your  busi- 
ness atul  the 
future. 


ecommunications  better.  So  you 
n  manage  your  business  better 
Service  beyond  the  call. 

Maximum  Advantage  is  much 
ore  than  savings. 

Besides  making  sure  you're  in 
e  right  plan,  we'll  be  recom- 
snding  valuable  AT&T  services 
at  can  make  your  business  and 
•ur  day  far  more  productive. 

Say,  for  example,  you  have  an 
0  number.  We'll  look  for  ways  to 
■Ip  you  manage  your  call  volume 


more  efficiently,  to  ensure  that  you 
won't  micSs  important  customer 
calls.  Or,  if  you  make  international 
calls,  we  sponsor  a  program  that 
offers  trade  reports  and  industry 
analysis  for  over  70  countries  to 
help  expand  your  business.  We 
can  even  recommend  billing 
features  that  can  help  you  manage 
time  and  control  costs  more 
effectively. 

Now  the  best  has  gotten  even 
better... with  Maximum  Advantage, 


the  easy  way  to  give  your  business 
the  ultimate  in  sei^vice  and  value. 
Automatically.  Maximum  \  alue. 
Minimum  hassle.  From  AT&T. 

For  more  information  call: 
1  800  557-8700. 

AIM.  The  Best  in  the  Business. 
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AT  THE  FRANKFURT  AUTO  SHOW:  FOR  CEO  SMITH  (SECOND  FROM  RIGHT),  THE  TASK  IS  TO  DUPLICATE  CM  EUROPE'S  SUCCESS  IN  THE  U.S. 


Cover  Story 

126  CAN  JACK  SMITH  FIX  GM? 

By  the  sluj^f^ish  carmaker's 
standards,  the  new  CEO  is  moving 
like  a  Corvette.  In  his  first  year,  Jack 
Smith  has  simiilified  General  Motors' 
byzantine  bureaucracy,  slashed 
payroll,  and  sold  off  its  auto-parts 
operations.  But  he'll  have  to  move 
even  faster  to  win  back  market  share 
from  Ford,  Chrysler,  and  Japanese 
competitors.  For  the  reserved  Smith, 
the  key  will  be  spreading  his  vision 
throughout  GM 
134  THE  MAN  BEHIND  THE  RESUME 
Jack  Smith's  l(jw-key  style  makes 
him  an  unlikely  corporate  savior 
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TALK  SHOW 

I  think  bigness  is  the  antithesis  of  creativity. 

—  Entrepreneur  John  Malone,  who  will  be  the  No.  2  executive  in 
one  of  the  world's  biggest  communications  companies  once  Bell 
Atlantic  buys  his  TCI  and  Liberty  Media 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


CAPITAL  INVEeSTMENTS 

HEALTH  STOCKS'  PAIH 
IS  HILLARY'S  GAIH 


illary  Rodham  Clinton 
seems  to  be  profiting 
from  the  pain  her  proposals 
are  inflicting  on  health-care 
stocks,  which  have  plummeted 
in  1993.  She's  an  investor  in 
Valuepartners  I  Fund,  which 
has  a  big  stake  in  the  decline 
of  health-care  stocks. 

Valuepartners  is  a  hedge 


■  m 


CLINTON:  Mot  off  the  hook 


fund,  which  means  it  regular- 
ly shorts  stocks.  So  the  more 
Clinton's  proposals  drive  down 
health-care  stock  prices,  the 
miii'c  slu'  pi'ospcrs.  And  the 


fund  was  up  14%.  for  the  first 
eight  months  of  the  year,  says 
another  investor  in  it.  This 
performance  is  almost  twice 
as  good  as  that  of  the  s&P 
500  index. 

Clinton  owns  $100,000 
worth  of  Valuepartners.  Ac- 
cording to  the  most  recent 
public  filing  with  the  Office 
of  Government  Ethics,  about 
a  fifth  of  the  Valuepartners 
portfolio  was  health-care 
stocks  at  yearend  1992. 

The  manager  of  the 
Little  Rock-based  fund. 
Friend  of  Bill  William  R. 
Smith,  declined  to  cofnment 
on  the  fund's  performance  ex- 
cept to  say  that  he  has  been 
successfully  selling  short  some 
health-care  securities. 

Clinton,  who  claims  she 
was  unaware  of  the  fund's 
health-care  holdings  until  the 
First  Couple  filed  a  financial 
disclosure  in  May,  says 
through  an  aide  that  no  con- 
flict of  interest  exists.  Rea- 
son: She  is  not  a  regulator, 
but  merely  a  policy  planner 
whose  broad  proposal  isn't 
targeted  at  individual  compa- 
nies and  will  be  altered  by 
Congress  anyway.  Further, 
the  White  House  says,  in  July 
the  Clintons  placed  all  their 
holdings— about  $1  million— in 
a  blind  trust.  But  the  trust 
still  contains  health-care 
stncl\^.  ( )>n'n  I'lhiidiiii 


THE  AD  GAME 

KILL 

DE  WABBIT 


THUMPER:  Will  thr  flrnni  stop^ 


The  Energizer  Bunny  is 
headed  for  the  big  cab- 
bage patch  in  the  sky.  In 
Eveready  Battery's  recently 
unveiled  campaign,  the  furry 
pink  pitchrabT)it  becomes  an 


assassin's  target.  A  rival  It 
tery  maker,  played  by  pei- 
nial  heavy  Rip  Torn,  hires 
men  ranging  from  King  K' . 
to  Dracula.  Although  only  ^ 
of  the  six  spots  has  bi 
shown  thus  far,  a  source  cl 
to  the  $20  million  camp;i 
says  the  bunny  does 
killed.  But  remember  Suj 
man  and  Bobby  Ewing. 

one  expt 
mere  mor 
#      ity  to  sile 
the  drum  of 
indefatigable  cott 
tail,  who  has  been  on  the 
since  1989,  at  times  intr 
ing  into  seemingly  serii 
commercials. 

The  extremely  popular 
are  good  for  Eveready  and 
quirky  Venice  (Calif.)  ad  ag 
cy,  Chiat/Day.  The  Energi 
is  the  No.  2  alkaline  batti 
in  North  America,  with  re 
nues  up  7%  in  1992.  Evere; 
and  Chiat/Day  wouldn't  c( 
ment  on  the  ultimate  fate 
the  bunny. 


AFTERLIVES 


AULD  WAHG  SYNE 


Who  is  most  identified 
with  the  decline  of  one- 
time highflier  Wang  Lal)orato- 
ries?  Frederick  Wang,  son  of 
An  Wang,  the  late  founder. 
Fred  presided  over  the  com- 
puter maker  from  1986  to 
1989,  when  he  stepped  aside 
amid  cnmijlaints  about  his 


'X 


A  I.  I  r  Y   (:  II 


MERGER  MAVENSSAY^he  current  fren- 
zy, where  Bell  Atlantic  swallows  Tele-Communi- 
cations Inc.  and  Viacom  (or  OVC)  takes  over  Par- 
amount, begins  a  brave  new  multimedia  world 
for  consumers  and  investors  alike 
Coming  soon:  a  lucrative  mor- 


IN  REALITY,  that  bright  tomor- 
row is  uncertain.  Most  people  can't 
program  a  VCR,  so  demand  for  ex- 
otic features  can't  be  assumed.  Past 
experiments  in  interactive  TV  have  failed.  And 
broadcast  medic  ore  not  a  growth  industry. 
ir\  the  past  10  years,  the  average  time  spent 
with  media  has  gone  up  a  mere  1.6%.  Why 


ket  of  interactive  couch  potatoes  who  can  click 
into  500  channels,  research  arcane  topics, 
and  shop  for  Christmas.  Only  massive  combina- 
tions such  as  Tele-Atlantic  and  Viamount  have 
the  technical  knowhow  and  financial 
heft  to  moke  it  happen. 


'©  does  V^all  Street  see  the  hot  merg- 
er targets  as  prizes?  TCI  has  never 
turned  an  annual  profit;  Paramount 
has  a  meager  8%  return  on  equity. 
The  TCI  deal  is  a  pricey  12  times  cash  flow, 
while  the  Viacom-Paramount  bid  is  a  still  richer 
17,  and  QVC-Paromount  21,  meaning  stock- 
holders shoulder  big  risk.  Welcome  to  the  future. 


management  and  mounting 
nancial  losses.  The  Low 
(Mass.)  company  just  emer^ 
from  bankruptcy,  pared  do^ 

But  guess  who's  on 
new  nine-member 
board?  Tliat's  right, 
Fred  Wang.  "This 
company  is  so 
strongly  identified 
with  the  Wang 
family,"  says  C. 
Hall  Swaim  of  Hale 
&  Dorr,  which  rep- 
resents Wang  Labs 
creditors. 

Wall  Street  cyn- 
ics are  sure  there's  some  o 
er  reason,  but  the  Aukl  Lc 
Syne  story  seems  valid.  T 
Wang  family,  which  once  c 
trolled  7.5%  of  the  board, 
cloutless  today,  its  equ 
interest  evaporated.  The 
year-old  Fred,  who  forme 
earned  $435,000  yearly,  v 
get  just  $20,000  now,  p 
$1,000  per  monthly  hoi 
meeting.  He  declined  to  cc 
ment  on  his  return. 
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UP  K 


Some  credit  cards  promise  you  the  world. 

Finally, 

one  that  actually. takes  you  there. 


The  Chase/British  Airways  Visa  card.  Earn  free  travel  faster. 
Start  now,  and  earn  enough  bonus  miles  for  a  free  domestic  ticket. 


If  you  think  all  credit  cards  are  the 
same,  you  haven't  yet  seen  what 
sets  the  Chase/British  Airways 
Visa  card  apart  -  worlds  apart. 
You'll  earn  a  mile  for  every  dollar 
spent,  while  enjoying  a  host  of  benefits  designed 
with  the  traveler  in  mind. 

Earn  and  redeem  -  around  the  corner,  the 
country,  the  world.  With  the  Chase/British 
Airways  Visa  card,  you'll  be  enrolled  in 
British  Airways  Executive  Club'  Frequent 
Traveller  Programme.  Here,  in  your  Executive 
Club  account,  the  miles  you  earn  for  ptirchases  are 
combined  with  those  you  earn  tor  travel 
on  British  Airways,  US  Air,  Alaska  Airlines 
and  HorizoJi  Air.  Mile  by  mile,  from  business  trips 
to  shopping  trips,  it  all  adds  up  to  tree  awards  on 
these  airlines  as  well  as  on  American  Airlines'."' 


EARN  UP  TO  25,000 
BONUS  MILES: 
ENOUGH  FOR  A  FREE 
DOMESTIC  TICKET 


Enjoy  a  world  of  benefits  and  up 
to  25,000  bonus  miles.  Apply 
today.  Experience  all  the  ways 
this  card  is  designed  to  he  the 
iin)st  rewarding  ot  its  kind.  There's 
the  unique  house/io/cimtj  teature  which  lets 
household  members  combine  miles  into  a  single 
account.  There's  also  the  25,000  kinus  miles  you 
can  earn  as  a  new  Chase/British  Airways  Visa 
cardholder:  5,000  when  you  sign  up  and  use  the 
card'  and  an  additional  20,000  tor  flying  British 
Airways  in  Club  Worki.  ' 

So  apply  today  tor  the  card  that  goes  the  extra  mile 
to  earn  you  tree  travel  taster  -  the  Chase/British 
Airways  Visa  card.  It's  more  than  just  a  credit  card. 
It's  a  whole  new  way  to  see  the  world. 

1  -800- AT-CH  ASE 


British  Airways 


^ CHASE 


*Edm  4.000  miles  npi  m  appn    .li,  c  rcxIuc  J  (■  i  ymir  .icci  lunl  U  ilk  twint;  p.ivincn[  \  <i  the  .iiinu.il  tfc-  t,im  1 ,000  cxtr.i  homis  niik'^  .ittcr  yi  mr  hr^r  $  1 ,000  in  c.irJ  pLircli.i^cs. 

*Fly  British  Airw.iys  rcunJ-tnp  tr,ins.icl,iniic  in  tull-hirc  Cliih  World  hciwcvn  CVcnIxT  15.  IW^  ,inJ  M.irch  M,  1W4  ,is  .i  new  t li.isc/Bntisli  Airw.iys  Vivi  c.irJh. ilJcr  ,ind  y.u'll  cirn  .i  ..nc-timt-  ZO.OlXl-niik- 
Kinus.  Offer  not  ,iv,iiLiblt'  in  tonjiinctiun  wiih  .iny  JisLOLint  coupon,  u|iiir.ijf  or  ttfc-  ir.i\'cl  .iumplI,  ,incl  c.innor  ix'  cnmhmcJ  with  .iny  other  British  Airwiiys  bonus  miitr.iyt.-  tiftcrs-  Oihcr  rc^triLtions  .ipply. 
©  I99i  The  Chase  M.inhiut.in  Bjnk  (USA)  AniL-ric.in  Airhncs'  is  .i  rcuisrercd  tradcnwrk  nt  American  Airhnes.  Inc. 


PRODUCT  PEEK 


A  ROOM  WITH  NO  VIEW, 
BUT  727s  GALORE 


The  Japanese  are  great 
ones  for  copying  American 
products,  then  improving 
them.  Run  that  in  reverse  for 
what  in  Japan  are  felicitously 
called  "coffin  hotels,"  stacked 
catacombs  of  prone-only  air- 
port rest  chambers.  The  U.  S. 
version— now  found  in  the 
Minneapolis,  Miami,  and  San 
Jose  airports— is  less  Edgar 
Allan    Poe  claustrophobic. 


Named  the  Ziosk,  it's  a  7%- 
by-9/{-foot  roomette,  located 
right  off  the  airport  waiting 
area.  Not  a  hotel  room,  ex- 
actly, but  it  has  a  couch,  TV, 
and  radio  alarm  clock.  Not  an 
office,  but  there's  a  telephone, 
fax  machine,  and  modem  data 
port. 

Fortune  Hotels  in  St.  Pe- 
tersburg Beach,  Fla.,  which 
owns  and  markets  the  units, 
:-harges  $13  pei-  hour  for  the 
first  hour  and  $7  for  each 
hour  after  that.  The  aver- 
^  age  stay  is  90  minutes.  In 
the  debut  at  Minneapolis- 
St.  Paul  International  Air- 
port, Ziosk  usage  soared  fi^om 
28  stays  in  August,  1992,  to 
241  last  April.  More  than  71% 
of  the  customers  were  male 
business  executives.  The  air- 
port took  10%  of  gross  sales 
for  rent.  The  most  popular 
day  of  use?  Thursday.  "Don't 
ask  us  why,"  says  an  airport 
official. 

What  about  those  lonely 
travelers  who  rent  a  Ziosk  for 
slightly,  um,  seamier  purpos- 
es? Don't  try  it  in  Minneapo- 
lis, where  police  keep  an  eye 
on  Ziosks  for  "nonbusiness" 
usage.  Bob  Andelman 


DRAWN  AND  QUARTERED 

Ha  VteNT  f&R  9  J?iPe 
ON  THe  iNRpRMaTioH 


LESS  IS  MORE? 

NEW  AND  IMPROVED 
TWADDLE 


Price  wars  and  erosion 
of  Ijrand  loyalty  aside, 
some  well-known  products 
out  there  are  still  doing  a 
shuffle  popular  in  the  in- 
flation-wracked 1970s: 
slipping  in  a  price  in- 
crease by  reducing  the 
size  of  the  product,  charging 
as  much  as  before,  and  calling 
it  "new  and  improved."  Ex- 
amples? Sugar-free  Velamints 


reduced  the  size  of  its  mi 
and  kept  the  price  the  sai 
They're  round  now,  i 
square,  and  come  in  12-pi 
packages  that  weigh  <  • 
ounces  instead  of  tiie 
0.85.  A  Velamints  spok 
woman  says  consunK 
found  the  old-st; 
mints  too  big.  Sai 
deal  from  Brut  deod 
ant  spray,  whi 
shrank  from  a  ii\ 
ounce  can  to  a  four-ounce  a 
but  bore  the  legend:  "N( 
More  Brut!"  More  fragran( 
explains  the  company. 


FAT  cmr 


OVERPAID?  IT  AIN'T  SO,  JOE 


Sports-bar  cynics  take 
heed:  Baseball  players  are 
worth  those  megasalaries  they 
pull  down.  That's  the  word 
from  student  researchers  at 
the  Rutgers  University  busi- 


Result:  Top-earners  outper- 
formed the  others  by  38%. 

The  study  looked  at  three 
seasons  ended  in  1991,  and  re- 
cent Rutgers  MBA  Suzanne 
Tortorelli  updated  the  num- 


Name/Team 


1993  salary 

Millions  of  dollars 


i:  BARRY  BONDS/SAN  FRANCISCO  GIANTS  $4.i 


2.  KEN  GRIf  lEY  JR./  SEAHLE  MARINERS 


3.  LENNY:  OYKSTRA  /  PHIUDELPHIA  PHILUES ;  2.5 


4.  JOHN  KRUK/PHIUDELPHIA  PHailES  : 


5.  DARREN  MULfON/PHIUDElPHIA  PHILLIES  2.4 


DATA:  RUTGERS  UNIVERSmr.  BASEBAU  WORKSHOP 


9te 


4. 


ness  school  in  Camden,  N.J. 
As  part  of  an  MBA  project, 
students  compared  the  rec- 
ords of  14  top-earning  play- 
ers with  a  sample  of  14 
;;verage-paid  players.  (That 
■age  is  $1  million,  folks.) 


bers  for  us  through  this  year. 
The  Rutgers  study  actually 
measured  scoring  perfor- 
mance, so  pitching  wasn't  cov- 
ered. The  formula  totaled  hits, 
RBis,  and  runs  per  game,  di- 
vided by  at-bats  per  game 


and  multiplied  by  games 
played.  That  way,  players 
weren't  penalized  if  they  lost 
time  due  to  injury.  The  table 
here  shows  the  best  perform- 
ers in  the  Rutgers  sample. 

Most  financial  heavy  hitters 
(earning  more  than  $1.75  mil- 
lion) shone.  Consider  Barry 
Bonds  of  the  San  Francisco 
Giants,  who  hauled  down  $4.4 
million  this  year.  In  1993,  the 
left  fielder  racked  up  181  hits, 
129  runs,  and  123  RBIs  and  led 
the  National  League  in  home 
runs.  Contrast  that  with  mid- 
dle-income player  Ron  Karko- 
vice,  the  Chicago  White  Sox 
catcher  who  earned  the  $1 
million  average  this  year. 
Ti'ue,  he  put  in  20%  fewer  ap- 
pearances than  Bonds  (128  to 
IJonds'  159),  partly  because  he 
was  on  the  disabled  list  for 
three  weeks  at  midseason. 
But  Karkovice's  performance 
lags  even  on  a  proportional 
basis.  He  logged  half  as  many 
hits  (92)  and  runs  (60)  as 
Bonds  and  fewer  than  half  as 
many  RBis  (54).  Joseph  Weber 


THE  BIG  PICTURE 

Ml  TV  ES  SU  TV?! 

FIRST  HALF  OF  1988 

PERCENT  OF  COLOR  TVs  MADE  IN: 


u=s. 
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Worried  about  manufacturing 
jobs  flowing  out  of  the  U.S.?  At 
least  most  color  TVs  are  still 
mode  in  this  country.  But  now, 
the  sources  of  the  imports  hove 
changed.  Japan  used  to  be  the 
leader.  Today,  plants  in  Mexico, 
mostly  Japanese-owned,  are 
producing  30%  of  all  color  TVs 
imported  into  the  U.S.,  up  from 
1  8%  five  years  ago. 

FIRST  HALF  OF  1993 

PERCENT  OF  COLOR  TVs  MADE  IN: 


U.S.                  "  . 

MEXICO  ■ 

■ 

OTHERS  IHH 

■ 

10     20     30     40  50 


DATA:  COMMERCE  DEPT, 
TEiBISIOHBWlSJ 


1972 


-WES 

average  weekly  pay  (today's  dollars):  $461.  1972  savings  rate:  9.0%.  1993  average  pay:  $372.  1993  savings  rate:  4.0%. 
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UP  FRO 


ExpressPass  is  available  at  these  and  other  par- 
tifipating  ITT  Sheraton  Hotels  and  Inns. 

Washington 

Sheraton  Seattle  Hotel 

Sheraton  Spokane  Hotel 
California 

Sheraton  Palare  Hotel 

Sheraton  Fisherman's  Wharf 

Sheraton  San  Jose  Hotel 

Sheraton  Raneho  Cordova  Hotel 


Sheraton  Granrle  Torrey  Pines 

Sheraton  Harbor  Island 
Illinois 

Sheraton  Chicago 
New  York 

Sheraton  Manhattan 

Sheraton  New  York 


Advance  reservations  are  required  The  ExpressPass  Program  is  available  at  participating  ITT  Sheraton 
properties.  To  verify  a  participating  location  call  the  ITT  Sheraton  Worldwide  Reservations  office.  Rooms 
will  be  available  by  3:00pm  day  of  arnval.  ©  1993  ITT  Sheraton  Corporation. 


THIS  HAS  TWIN  INDEPENDEI 
HANDIES  BEAUTIFULLY  0 
IT  SHOULD  REQUIRE 


Meet  the  Panasonic  Smooth  Operator  II  Wet/Dry 
Razor.  It's  an  extraordinary  piece  of  engineering 
technology  that  lets  you  decide  if  you'd  like  to  shave 
wet  or  dry 

DON'T  TRY  THIS  WITH  ANY 
ORDINARY  PLUGGED-IN  RAZOR  1 

Panasonic  believes  if  you're  going  to  j 
spend  your  hard-earned  money  on  an^( 
'■lectric  razor,  that  razor  should  give    ^ i 
/ou  the  option  of  shaving  wet  , 
jm^^w  ^iflr.     -A'ith  lather,  or  dry,  ' 
The  Smooth  Operator"  provides  a 
close,  fast  and  comfortable  shave 
when  used  dry-you  may  ask  yourself, 
"why  bother  with  water  and  lather?"  \ 
The  answer  is  simple-hot  water  softens 
the  skin  and  makes  the  beard  more  pliable. 
Lather  lubricates  the  skin  (thereby  reducing 


friction)  and  expands  the  beard  bristles  to  expos< 
more  hair  root.  Shaving  with  any  Smooth  Opera  i 
razor  using  water  and  lather  unites  the  comfort  oai 
electric  shave  with  the  closeness  of  a  warm  wet 
shave,  giving  you  the  advantage  of 
both  worlds.  Naturally,  it's  fully 
immersible  for  easy,  thorough 
cleaning. 

TWIN  INDEPENDENT  ^ 
SUSPENSION 

The  Panasonic  Smooth 
Operator  II  is  equi|: 

with  a  state-of-the-art  twin  independent 
suspension  system  known  as  FLOAT  CONTRO" 
This  allows  its  two  shaving  heads  to  more 
efficiently  follow  the  contours  of  your  face, 
moving  up  and  down  independently  of  eacf 
other.  The  FLOAT  CONTROL'"  system  also  he  c 


4<J 


JSPENSION,  8500  RPMs, 
rET  OR  DRY  SURFACES... 
CENSE  10  OPERATE. 


ing  action  which  cushions  any  sudden  pressure 
anges  from  bumps  or  angles  of  the  skin  surface. 
5  result  is  not  only  a  shave  of  exceptional 
)seness,  but  also  unexpected  comfort. 

IWER  TO  SPARE 

3  Panasonic  Smooth  Operator  II 
Dowered  by  an  advanced  nickel- 
dmium  rechargeable  battery  which  can 
liver  average  operating  times  from  35  to 
■  minutes  depending  on  model.  The  motor 
ide  represents  the  latest  development  in 
nosonic  technology  to  moke  shaving  fast 
d  effective. 

IPLE  FOII  PATTERN 

5  foil  on  the  Smooth  Operator  II  is  an 
gineering  marvel  within  itself. 
)mputer-aided 
30th  design  and 


,  o  © 


©  Secondary 
Catchers 


©  O  , 


Panasonic  SMOOTH  OPERATOR 

SMOOTHER  THAN  YOU  EVER 
THOUGHT  YOU'D  BE. 


production,  its  three-hole  pattern  incorporates 
enticers,  capturers  and  secondary  catchers.  This 
efficient  design  helps  ensure  various 
hair  types  ore  captured  and 
cut.  The  superthin 
titanium-coated  foil    O  Enticers 
provides  sustained  ©capturers 
sharpness  and  is  ex 
tremely  durable  for  close 
shaving  and  long  life. 

The  Smooth  Operator  II  is  quite  an 
achievement,  even  by  Panasonic  standards.  It 
promises  to  deliver  our  closest,  most  comfortable 
shave  available  today  And,  by  allowing  you  the 
option  of  wet  or  dry  shaving,  Panasonic  gives 
you  what  any  good  high-performance  machine 
should.  The  flexibility  and  performance 
you  demand. 


BusinessWeek 


ort 


matics.  Any  first-rate  economic  scM 
tist  would  agree  that  the  optimal  1 
guage  style  and  degree  of  formality  ■ 
differ  according  to  the  phenomenon 
ing  explored. 

Susan  Feigenba 
David  R 
Professors  of  Econon 
University  of  Missc 
St.  Lc 

CANCEL  HALF 

MY  SUBSCRIPTION  

After  eight  years  of  Reaganom 
continued  under  Bush  for  anot 
four  years  while  both  hid  from  the 
tering  domestic  problems  of  this  coun 
you  have  the  temerity  to  declare  t 
Presidents  Reagan  and  Bush  rai 
against  the  big-spending  Democrats 
12  years  ("No  smoke,  no  mirrors,"  Toi 
the  News,  Oct.  11).  But  it  wasn't 
Democrats  who  pushed  Congress  i 
trjang  the  supply-side  theory  that  lec 
the  largest  deficit  in  our  history.  B 
and  Reagan  left  a  legacy  for  our  child 
that  we  would  rather  do  without,  th; 
you. 

Your  article  is  certainly  not  ne 
Rather,  it  is  a  thinly  veiled  and  all-t 
fre(}uent  slam  in  your  magazine  at  C 
ton  and  the  Democrats,  as  if  you  s 
can't  stomach  the  thought  that  the 
publicans  are  out  of  the  White  Hoi: 
If  it  were  not  for  the  many  fine,  ne 
worthy  articles  on  business,  econom 
and  finance  in  your  other  sectic 
I  would  ask  you  to  cancel  my  s 
scription. 

William  F.  Humi 
Los  Angt 

WHAT  THAT  'COUP' 
WILL  COST  ALABAMA 


In  snaring  the  Mercedes-Benz  plant 
a  cost  of  $330  million  in  incenti\ 
or  S220,000  per  job,  Alabama  has  j 
mortgaged  its  future  ("Why  Merce 
is  Alabama  bound,"  Industries,  Oct. 
In  one  fell  swoop,  the  state  has  gi 
away  the  equivalent  of  2.3%  of  its 
base.  With  a  per-capita  income  aln 
20%  below  the  national  average,  th 
are  revenues  Alabama  will  sorely  m 
They're  also  revenues  that  won't 
available  to  upgrade  Alabama's  und 
funded  public  schools,  social  servic 
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MORE  BACKGROUHD 

ON  THE  CEO  1000,  PLEASE  

Regarding  "The  Corporate  Elite"  (Spe- 
cial Report,  Oct.  11),  we  (four  MBA 
candidates  at  Wharton  School,  class  of 
19951  wonder  about  the  characteristics, 
and  lifestyles  of  the  Top  1000  CEOs.  In 
an  age  in  which  we  attempt  to  balance 
life  issues  and  social  responsibility,  we 
feel  that  the  article  seemed  obscurely 
one-sided,  describing  only  the  positive 
backgrounds  of  top  CEOs.  Many  of  us, 
men  and  women,  ponder  the  probability 
of  both  making  it  to  the  top  and  having 
balance  among  personal,  professional, 
and  avocational  interests.  We  ask  our- 
selves: "Whiat  sacrifices  must  we  make?" 

Next  year  or  next  issue,  please  don't 
forget  to  tell  us  the  statistics  of  sacrifice 
it  took  to  get  to  the  executive  office. 
Then,  we  will  be  able  to  make  more  in- 
formed, more  realistic  decisions  on  ca- 
reer, family,  and  social  leadership. 

Brett  R.  Hildreth 
Dave  Morris 
Dennis  Chen 
Susan  Pass 
Philadelphia 

The  good  news  is,  they're  all  older 
than  I  am  and  thus  will  need  to  be 
replaced.  The  bad  news  is,  I  don't  stand 
a  snowball's  chance  considering  the  per- 
centage of  females  in  this  group. 

Toni  Ferrin 
Blue  Springs,  Mo. 

PROSE  AND  CONS  OF 

'ECONOMICS  NOVELISTS'  

In  "The  next  economics  novelist:  Mod- 
el maker  or  storyteller?"  (Economic 
Trends,  Oct.  11),  your  dichotomy  is  vac- 
uous at  best.  Consider  such  great  Nobel 
laureate  "storytellers"  as  James  Bucha- 
nan and  [this  year's  winner]  Douglass 
North  or  such  outstanding  Nobel  lau- 
reate "model  builders"  as  Gerard  De- 
Breu  and  Lawrence  Klein.  All  have 
systematically  investigated  principles  of 
economic  activity,  developed  testable  hy- 
potheses of  their  models  of  behavior, 
and  derived  predictive  implications. 
What  differs  between  these  gi'oups  is 
not  their  scientific  credentials  but  their 
language  of  discourse— prose  vs.  mathe- 
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SOMETIMES  WHEN 

YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THEWORLD 


L, 


Okay,  so  you're  not  the  kind  of  person 
■  shout  it  from  the  rooftops.  Maybe  a  global 
X  is  more  your  style.  An  international 
deoconference,  even  better. 

At  Sprint,  we  grasp  the  concept.  And 
e  believe  in  great  ideas.  After  all,  we  had 
lough  faith  in  a  little  thing  called  fiber 
nics  to  launch  a  global  network  back  in 
^86.  And  today  we're  the  only  comnmnica- 
Jns  company  to  offer  local,  global  and 


^9}  Sprint  Cominuntcatiims  Compam  L  P 


cellular  capability.  Not  to  mention  the  power 
to  communicate  with  over  290  countries 
and  locations  around  the  world  and  a  con- 
nection so  clear  you  could  hear  a .  ..well, 
you  know. 

But  alas,  man  does  not  live  by  tech- 
nology alone.  So  it's  nice  to  know  there's  a 
communications  company  you  can  actually 
commimicate  with.  At  Sprint,  we  place 
more  value  on  helping  people  move  forward. 


than  getting  them  back.  That  means 
delivering  the  future,  rather  than  just 
promising  it. 

So  the  next  time  you  have  a  great  idea, 
don't  be  shy.  And  don't  wait  for  someone 
else  to  bring  you  the  technology  that  lets 
you  spread  the  word. 

Because  with  Sprint  you  have  the  world 
now.  And  the  power  to  share  it  with  anyone, 
anywhere,  anvtime. 


Be  there  now. 

l-800-PIN-DROP 


Sprint 


■ 


jlOFILE 

We  provide  the  security  of  life  insurance  to 
millions  of  individuals  and  families.  We  help 
people  live  better  lives  with  home  equity 
loans,  and  help  them  plan  for  the  future  witl 
-mm^m  annuities,  mutual  funds 
^'^^  and  retirement  products 

TRANSAMERICA"         T— erica,  the 

people  in  the  ryramid. 
We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting  * 
the  right  product  for  your  needs,  at  the  right 
price.  To'Us,  being  different  is  more  than 
a  matter  of  appearance. 


1993  Transamerica  Corporatidn 
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()</(()i<'  (J<'V<'l<(j;t(«'()t  t|)!j()  :il/:il,«'(ri'ft((,«, 
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DISCRIMINATION?' 

In  I  <l<'i  <'d<<'  l<)  "HdjUii)}/,  out  udlaic 
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III  I  (I  li)        <•:;:,  ii||  l       v!l('jab|(';i  I  lial  K'' 
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Miiiiid  iciiiHiiiiK  iiiiil  '  M'dil  r<'a;i<)d;i. 

I  daiald  (I,  Of/ilvK- 

I'iXfClll  I  V<'  Vk'i'  I  'l<':ildi'd( 

AdK  i  ii  aii  liadKi't  M  A;i:id. 
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CORRtaiOMS  &  CLARIHCATIOMS 

"Lc'wlk'  Fay'«  ^W)  will  ;)(,ay  <(d"  (iti 
Hu;^in«'Mfi  'J'hiw  Wock,  Oct.  11)  Hfiould 
hav*;  ^iaid  that  (;i;<>  .John  I'<»fr)';rar)tz 
will  r<,'tyir»  all  <(!'  hifj  <jj><;ratifif/  diiti<;« 
immpl  ihimi  that  ar«  fifuinwj-rulaUjd. 


CROW'S  NOT  ON 
THE  MENU  AT  CRAY 

Y(»ui    (  lay  l  ai:,  <T<(w"  (Information 
I'tdccHfiinKi  0<'t.  4)  ^itory  wa.s  very 
diihicadid)/.  OiriHidcr: 

■  Tlic  headline  ^iUKK<'^it^)  w<;  mu<l<'  a  (•<• 
i"<'nt,  hurnlilinv,  di'ciiiion.  W<;  didn't.  We 
announced  our  decj.'iion  to  develop  a 
((laviivcly  |»arall<'l  |)r()ce;i:iiti>/  (Mrr)  pr<Kl 
uct  rnor<'  llian  two  yearn  a^/o. 

■  ( !u;it<»rder:i  do  riol  ne<'(i  t^o  have  a  Iva 
dilional  (/'ray  riiipercodijtuter  in  order  to 
ijrte  the  new  'I'-'iD  ;iyHtern.  For  n<'w  cun 
U)rrier«,  we  oiler  T-'il)  riy.-iU'rnH  coniliininr, 
<)ur  new  and  traiiitional  cajialdlitie-i  in 
one  caliinel . 

■  In  Miialler  'eiilry  leviT'  ;iiipercodi|Hil 
<•(■  riyntx'itri,  id  llie  pant  two  years,  we 
have  adde<l  ttiore  than  70  new  custxiinerH 
willi  IlK'se  syslertis   ciisloi tiers  who  tiev 

I  V  lieldie  iiwiK'd  .'I  Cray.  Nul  .a  liad  pi'r 


tormmcM  in  a  matunj  market  with  i 
pr<;c<i<lent<id  competition. 
■  Wliat  you  describe  as  our  comi. 
tors'  "scofl'in}<"  is  more  likely  th(;ir  n 
vous  c((ric<;rn.  After  all,  on  th<.'  da\oi 
th<?  TUD's  launch,  w(;  had  line  contr 
worth  roughly  $40  million.  'J'hat  rtia 
us  omt  of  the  top  three  vendors  on 
first  day  in  this  crowdcjd  market, 
are  in  talks  with  more  than  a  dozen 
ditiorial  prospticts,  and  we  expect  to 
the  l(!adin>{  MI'I'  vendor  by  the  ent 

v.m. 

I  hoi)<'  you  will  keep  closer  trac 
reality  in  this  market!  Maybe  them 
"crow"  in  your  headline  will  land 
someone  else's  plate,  where  it  bcflon 
Franklin  J.  Pa 
Vice;  l*resi( 
(Corporate  (.'ommunicati 
(>ay  Kes«,'t 
Isa^an,  M 

l'jlil<n'n  noli'.:  ('>'<ii/  ilvclincd  la  /yroi 
nutnhars  m  naw  orders  <//  /Ik  linn 
slori/  «v(.s  trrillcri. 

LoHort  to  »ho  Editor  -,li<iul<i  I'.'  '.>  ni  i. .  V,'.„\..< 
Hiniinjss  V^tjok,  Avc5iiuo  ol  llia  Aitioiitoj, 

Yoik,  N  Y  lOO^'O  lox  [-n-))  5)24721  All  I 
iiuni  iiu  lijfiet  (jfi  (j(j(Jrcirj%  <jn(j  cjtjyiiincj  ond  ovcmikm 
plioiiti  niiiiihtiij  Wo  r<nt!ive)  lli»(  nqhl  lo  <«Jil  I' 


INVEST  WITH  THE  BEST 

With  Finance  Titles  from  the 
McGraw'Hill  Bookstore 
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The  1994  Business  Week  Presidents  Forum 

Mastering  Change 

Date:  February  17-19,  1994 

Place:  Grand  Hyatt  Champions,  Indian  Wells,  CA 


•ei'eloped  in  conjunction  with: 

HE  Bob  Hope 
HRYSLER  Classic 


resented  in  association  with: 

XECUTivE  Jet  International 

EMiNi  Consulting 

Ew  York  Life 
•isuRANCE  Company 


,XECUTIVE 
'ROGRAMS 


Tough  times  demand 
CHANGE.  For  business  leaders 
change  can  be  a  burden.  Or  a  boon. 

Right  now,  when  executives  are  lacing 
the  challenge  of  making  more  out  ol 
less.  Business  Week  is  pleased  to  present 
the  1994  Presidents  Forum. 

For  corporate  visionaries,  this 
executive  summit  is  a  rare  opportunity 
to  exchange  ideas.  Share  experience. 
Frame  strategy. 


oynght  !99}  McGraw-Hill.  Inc- 


For  corporate  sponsors,  it  is  an  un- 
precedented opportunity  to  influence 
North  America's  corporate  leaders. 
To  take  the  lead. 

A  limited  number  ot  additional  cor- 
porate sponsorships  are  available.  For 
sponsorship  information,  please  call 
William  H.  DeGrall,  Director  of  Sales, 
Strategic  Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


Beyond  news.  Intelligence. 


THE  FOUNTAIN  OF  AGE 

By  Betty  Friedan 

Simon  &  Schuster  •  671  pp 


$25 


OLD  FRIENDS 

By  Tracy  Kidder 
Houghton  Mifflin  •  352pp 


$22.95 


DO  THE  SUNSET  YEARS 
HAVE  TO  BE  GIOOMY? 


America  is  graying.  Today,  about 
13%  of  Americans  are  65  or  old- 
er. Many  will  live  at  least  two 
decades  beyond  traditional  retirement 
age  in  general  good  health.  At  the  same 
time,  as  more  people  live  into  their  80s 
and  beyond,  more  will  face  infirmity  and 
need  support  and  assistance. 

What  does  all  this  imply  for  the  ways 
Americans  organize  society,  plan  for  ag- 
ing parents,  and  consider  their  own 
lives?  With  the  debate  over  health-care 
reform  and  the  clamor  to  revise  Social 
Security,  changes  in  the  social  compact 
are  in  the  air.  But  a  larger  discussion  is 
needed.  How  to  best  help  the  elderly 
use  their  skills  and  live  satisfying  lives? 
How  to  use  social  resources  efficiently 
and  humanely?  How  to  get  the  best  out 
of  ourselves  at  every  age? 

Two  new  books  offer  a  starting  point 


for  considering  such  issues.  Both  are 
concerned  with  health  and  sickness,  the 
segregation  of  the  old,  and  control  vs. 
dependency.  But  Betty  Friedan's  The 
Fountain  of  Age  optimistically  reflects 
on  sources  of  growth,  vitality,  and  mean- 
ing for  those  no  longer  young,  while 
Tracy  Kidder's  Old  Friends  paints  a 
bleaker  picture  of  aging  as  decline  and 
the  closing  off  of  options. 

Still,  Kidder's  readable  portrait  of  two 
men  in  a  nursing  home  makes  the  read- 
er admire  the  ways  sick  old  people 
adapt.  Friedan's  vision,  emphasizing  com- 
petence, growth,  and  change,  may  leave 
out  many  who  cannot  keep  up. 

Friedan,  of  course,  is  the  author  of 
The  Feminine  Mystique,  the  1963  polem- 
ic that  helped  catalyze  the  modern  fem- 
inist movement.  In  the  early  1980s,  ap- 
proaching 60,  Friedan  began  musing  on 


new  questions.  Do  longer  lives  hav  a 
evolutionary  purpose?  Why  do  woie 
age  differently  than  men?  Is  age  a  fol 
lem?  Can  it  represent  new  oppcti 
nities?  Do  fixed  roles,  rules,  and  exei 
tations  limit  horizons  for  the  old,  as  le 
limited  prospects  for  women? 

The  key  problem,  Friedan  conclut 
is  equating  age  with  decline  and  pa  . 
ogy,  which  becomes  a  self-fulfi  i 
prophecy.  On  the  contrary,  she  arjj 
old  people  have  much  to  offer  and  . 
grow  and  change.  In  fact,  moving 
yond  the  competitiveness,  child-reai 
and  sexual  preoccupations  of  youth 
middle  age  allows  for  new  challei, 
and  directions. 

As  Friedan  takes  us  along  thrf 
her  years  of  research,  the  path  is  S( 
times  repetitious  and  overly  long, 
there  are  rewards.  Her  book  fr 
bursts  with  ideas  for  "new  paradigm 
health  care,  communal  living  arra 
ments,  and  flexible  employment, 
shows  us  multigenerational  neigh 
hoods  that  work  for  old  and  young, 
ries  of  elderly  people  involved  in 
service,  scholarship,  and  play  exemjij 
activity,  purpose,  and  quality  of  life  i 

Friedan's  personal  explorations 
compelling.  She  joins  a  challenging  Ui 


F 


TRACY  KIDDER 


riedan  reflects  on 
sources  of  vitality  and^ 
growth  for  the  aging, 
while  Kidder  sees 
old  age  as  decline 


d  Bound  trip  and  launches  an  aca- 
lic  career.  She  reflects  on  her  moth- 
time  at  Leisure  World,  an  old  age 
jnunity  that  buzzed  with  activity  but 
.  cut  off  from  the  world— a  flaw,  she 
eludes.  She  reaffirms  the  importance 
amily  and  home  but  argues  that  dis- 
ering  new  places  and  friends  pro- 
es  growth.  The  book  is  filled  with  in- 
ational  tales  of  people  remaking  their 
s  after  60— exploring  new  interests, 
•ting  second  careers,  traveling,  and 
scovering  intimacy. 


Most  of  us  would  want  that  kind  of 
old  age.  But  as  models,  Friedan's  sub- 
jects are  problematic.  Nearly  all  are  life- 
long achievers  with  uncommon  financial 
resources— successful  professionals,  busi- 
nesspeople,  dynamic  upper-middle-class 
women  who  built  careers  after  raising 
families.  Most  are  refocusing  lives  that 
were  already  active  and  directed. 

This  hardly  detracts  from  the  interest 
of  their  stories.  But  what  about  retirees 
living  on  small  fixed  incomes,  for  whom 
work  meant  deadly  repetition  and  lack  of 


power,  not  creativity  or  control?  As  such 
people  age,  unsafe  neighborhoods,  un- 
manageable stairs,  tight  budgets,  and 
isolation— more  than  poor  self-image- 
are  their  constraints.  And  what  about 
those  who  become  .seriously  infirm?  FVie- 
dan  wants  more  home  care  and  commu- 
nity support  to  keep  them  on  their  own. 
Clearly,  making  age  the  "adventure"  she 
prescribes  will  take  far  more  commit- 
ment, time,  and  money  than  society  has 
yet  been  willing  to  bestow. 

There's  no  sense  of  age  as  adventure 
in  Old  Friends,  an  unblinking  record  of 
a  year  in  a  nursing  home.  Unlike  Frie- 
dan,  who  asserts  that  many  problems  of 
age  are  actually  problems  of,  say,  nutri- 
tion or  attitude,  Kidder  believes  age 
and  illness  are  inextricably  linked.  Deny- 
ing that  link,  he  says,  strips  the  old  of 
dignity  and  solace  when  they  decline. 
"Successful  aging,"  he  writes,  "leaves 
out  a  lot  of  people.  .  .  .  Ultimately,  of 
course,  it  leaves  out  everyone." 

Kidder,  who  has  found  fresh  stories  in 
such  disparate  topics  as  the  creation  of  a 
computer  {The  Soul  of  a  New  Machine) 
and  teaching  [Among  Schoolchildren), 
here  turns  his  gaze  on  an  unloved  but 
ubiquitous  institution.  Nearly  half  of  all 
Americans  past  65,  he  writes,  will  spend 
time  in  a  nursing  home. 

Linda  Manor  in  Northampton,  Mass., 


HE  Perfect  Combination 
Of  Power  And  Paper.  ^ 


A  paper  organizer  is  a  valuable  tool.  But  as  infor- 
mation piles  up,  so  does  clutter.  That's  why  we 
designed  the  new  TI  TimeRunner.'"  It's 
an  easy-to-use  electronic  organizer 
that  clips  right  into  your  current 
paper  organizer  to  give  you  the  best 
of  both  worlds.  Now,  when  you  want 
to  use  paper,  i(eep  using  paper.  But 
when  you  want  the  neatness  and 
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Make  lists-restaurants,  anniver- 
saries, investments,  anything. 


speed  of  electronics,  use  TimeRunner.  Store  3 
separate  address  lists.  Set  reminders,  with  alarms 
to  warn  you  in  advance.  And  manage 
all  kinds  of  other  information.  The 
new  TI  TimeRunner  Add  one  to  your 
current  paper  organizer  and  you've 
got  the  most  powerful  personal  orga- 
nization system  ever.  See  your  local 
retailer,  or  call  1-800-TI-CARES. 


Texas 


Instruments 
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Enjoy  a  less 
taxing  situatioit; 


Twentieth  Century 
Tax-Exempt  Short  Term 

Our  newest  bond  fund  lets  you  pay  less  in  federal  income  taxes  — 
while  you  eam  competitive  yields.  The  fund  invests  in  short-term 

tax-exempt  securities,  so  you'll 


30-Day  Current  Yield 

as  of  9/30/93  

3.16% 

Annualized  Total  Return 

as  of  9/30/93  

3.87%  * 

enjoy  more  price  stability  than 
in  longer-term  bond  funds.  And, 
through  1993,  the  fund  manager 
is  waiving  the  entire  management  fee  on  this  fund,  so  more  of  your 
money  goes  directly  to  work  for  you.  For  more  complete  infonna- 
tion  ab(jut  our  family  of  no-load  mutual  funds,  including  charges, 
expenses  and  minimums,  call  for  a  free  copy  of 
Your  Guide  to  Earning  Tax-Exempt  Income 
and  our  prospectus  kit.  Please  read  the  prospectus 
carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  Missouri  64141-6200 


"J  1993  Twentieth  Century  Services,  Inc 


Tax-Exempt  Short  T 


Investments  That  Work  " 


NO  FEE  UNTIL  1  994. 


■Actual  return  from  3/1/93.  inception  date,  to  9/30/93  was^  -?6%,  wtiicti  equals  3.87%  on  an  annualized 
basis,  /'.muallzatlon  of  ttie  return  assumes  that  the  partial-yeai  i  rtormance  will  be  constant  throughout  the  period 
Actual  reiiirns  may  be  greater  or  less  than  the  annualized  data.  ■  ii/estment  income  may  be  subject  to  state  and  local 
i.^xrs  and  t'la  federal  alternative  minimum  tax.  Capital  gams,  if  any,  .;ire  taxable  ■  Data  quoted  represents  past  perform- 
ance. Inveslnv-t  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


is  certainly  not  the  worst  of  theso'II 
clean  and  well-staffed,  with  actiti 
and  gathering  places.  But  the  ai 
phere  is  stultifying  and  institutional 
days  are  structured  around  routin 
expedience,  not  the  purpose  andpc 
sibility  Friedan  advocates. 

In  Kidder's  neutral  but  absoji 
presentation,  this  seems  not  exact/ 
be  regretted,  since  many  residentjfa 
not  manage  more.  Indeed,  Kidder 
that  while  some  newcomers  die  vtii 
weeks  of  arriving— perhaps  of  bqk' 
hearts,  he  speculates— most  of  th<)di 
abled  stabilize  or  improve.  Still,  ho' 
paints  the  human  spirit  and  the 
for  social  interaction  as  flickering  fiij> 
this  gray  place  and  implies  that  s'nl 
how  they  ought  to  be  stoked.  Kili 
though,  does  not  prescribe. 

He  introduces  us  to  patients  in  nr 
ing  states  of  competence  and  hett 
There  is  Eleanor,  who  checks  in  oA 
own  and  proceeds  to  organize  a  '« 
ter  group.  There  is  Earl,  in  his  60s,ip! 
can't  accept  the  reality  of  his  seei 
heart  disease  and  the  way  his  sociatj 
cle  has  evaporated.  There  are  the  k : 
ers  and  coffee  klatchers,  and,  ar- 
the  fringes,  the  dying  and  derange 

Kidder  focuses  on  an  unlikely 
forged  between  accidental  roomni 
nonagenarian  Lou  F^eed,  a  widower 
accompanied  his  ailing  wife  into  I 
Manor,  and  Joe  Torchio,  20  years  y( 
er,  whose  many  health  problems  fi 
him  into  the  home.  Both  had  ai 
work  lives.  Joe,  a  probation  officer, 
influential  in  his  community.  Lou 
preached  his  many  factory  jobs 
problem  solver  and  inventor. 

It's  a  pleasure  to  watch  this  frienc 
gi'ow  and  to  ponder  the  differences 
tween  the  two  men.  Lou,  nearly  b 
survives  on  memories,  family  ties,  < 
osity,  and  a  need  to  be  useful.  Eve 
his  present,  limited  state,  he  finds  ] 
ects  and  moral  challenges— seeinj 
Joe's  well-being  among  them.  Joe, 
seems  to  accept  a  life  shrunk  to  1 
more  than  meals,  talk,  and  TV,  rej 
medical  treatments  but  finds  hirr 
welcoming  Lou's  intrusions  and  cone 

In  its  own  way,  this  relationshij 
this  place,  is  a  triumph.  Perhaps  th 
all  that  Kidder  wants  to  say.  But  r 
ing  about  these  men,  we  wish  they 
more  of  life— that  their  prospects  wer 
limited  to  a  room,  a  cafeteria,  and  a 
staff-run  activities  in  Linda  Manor's  c 
mon  area.  And  reading  Old  Friend. 
tandem  with  The  Fmmtain  of  Age, 
hope  that  Friedan's  assertion— that  i 
brant  old  age  is  attainable— is  more  t 
wishful  thinking  for  most  of  us. 

BY  ELIZABETH  EHRI 

Ehrlich,  a  former  BUSINESS  WEEK  a 
date  editor,  writes  on  social  issues. 
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MEMO  TO  CLINTON: 

JAPAN  INC.  DIDN'T  MAKE  JAPAN  STRONG 


BY  GARY  S.  BECKER 


Its  economic 
success  is  the 
product  of  a  skilled 
work  force  combined 
with  innovative 
companies  operating 
in  a  predominantly 
private-enterprise 
system 


GARY  S,  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


uring  the  1980s,  many  books  and  arti- 
cles in  the  West  sang  the  praises  of 
Japan  Inc.,  lauding  what  they  believed 
to  be  a  new  form  of  capitalism  wherein  gov- 
ernment and  companies  join  to  produce  a  pow- 
erful economic  machine.  The  Japanese  began 
to  believe  their  press  clippings  and  became 
convinced  that  in  a  short  time  they  would 
overtake  the  U.S.  as  the  most  powerful  econ- 
omy in  the  world. 

Industrial-policy  boosters  gave  much  credit 
to  the  guidance  that  the  Ministry  of  Interna- 
tional Trade  &  Industry  (MITI)  and  the  Fi- 
nance Ministry  provided  for  industrial  and  fi- 
nancial development.  MITI  supposedly  picked 
out  promising  technologies  and  promoted  them 
to  the  private  sector.  Yet  it  was  never  clear 
how  Japanese  bureaucrats  managed  to  be  so 
much  more  successful  than  their  Western 
counterparts  in  technological  breakthroughs. 

The  Western  experience  shows  that  gov- 
ernment officials  who  spend  taxpayers'  money 
tend  to  make  worse  investments  than  private 
investors  who  spend  both  their  own  money 
and  funds  raised  from  banks  and  stockholders. 
For  example,  the  governments  of  both  Britain 
and  France  wasted  a  lot  of  money  trying  to 
develop  a  commercially  profitable  supersonic 
airplane.  And  the  U.  S.  government  has  had  to 
shut  down  Synthetic  Fuels  Corp.,  the  company 
it  created  to  develop  substitute  fuels  for  oil 
and  coal. 

LOST  HORIZONS.  The  Japanese  are  apparently 
no  longer  convinced  that  their  bureaucrats, 
however  well-trained  and  professional,  are  suc- 
cessfully guiding  the  economy.  The  program 
MITI  began  in  the  mid-1970s  to  create  startups 
is  conceded  to  be  a  failure.  It  is  also  recog- 
nized that  the  same  ministry  probably  slowed 
Japanese  adaptation  to  the  telecommunica- 
tions and  biotech  revolutions.  Even  the  head  of 
MITI  recently  said  that  the  state  must  abandon 
its  attempts  to  plan  the  economy. 

Thanks  to  evidence  of  widespread  corrup- 
tion and  the  most  serious  recession  in  a  long 
time,  Japanese  voters  recently  kicked  out  of 
office  the  political  party  that  held  power  for  30 
years.  A  major  goal  of  the  new  government  is 
to  deregulate  retailing  and  several  other  sec- 
tors where  it  believes  government  intervention 
has  worsened  performance. 

Unfortunately,  the  Clinton  Administration 
believes  that  industrial  policy  in  the  form  of 
promotion  of  new  technologies  by  the  federal 
government  is  a  promising  way  to  improve 
the  growth  rate  of  the  U.  S.  economy.  A  joint 
effort  with  the  auto  industry  to  develop  cars 
that  get  more  than  80  miles  per  gallon  of 
gasoline  was  recently  announced  with  much 
fanfare.  In  light  of  the  extensive  history  of 


U.  S.  failure  at  industrial  policy,  I  don't  ■■■ 
how  the  U.S.  can  expect  to  succeed  w! 
Europe  and  even  Japan  have  failed. 

The  Japan  Inc.  model  also  includes  coi 
of  financial  markets  by  the  Finance  Mini;- 
But  Tokyo  concluded  in  the  latter  part  of 
1980s  that  many  regulations  were  hinde 
rather  than  helping  Japanese  financial  in 
mediaries  compete  against  New  York  and  1 
don.  The  government  then  deregulated 
opened  these  markets  to  foreign  banks 
investment  houses. 

BURST  BUBBLE.  Still,  the  control  over  finar 
markets  exercised  by  the  Finance  Mini^ 
has  been  greatly  exaggerated.  U.  S.  mo 
managers  who  lost  a  bundle  by  being  si 
during  the  extraordinary  rise  of  stock  pr 
on  the  Tokyo  exchange  in  the  1980s  were  < 
vinced  that  the  government— especially 
Finance  Ministry— rigged  this  market,  as  \ 
as  the  market  for  land.  But  it  defies  comr 
sense  to  think  that  such  decentralized  n 
kets  could  be  rigged  by  the  Japanese  or 
other  government.  I  expressed  that  ske 
ci.sm  in  these  pages  in  May,  1990.  The 
lapse  of  land  and  stock  values  and  the  fail 
of  several  government  efforts  to  revive  th 
have  poured  cold  water  on  the  claims  of 
ging.  Stock  and  land  prices  had  been  bid  u{ 
a  kind  of  South  Sea  bubble  beyond  any  r 
.sonable  estimates  of  their  worth.  The  pres 
recession  began  after  the  bubble  burst  a  f 
years  ago. 

On  a  recent  visit  to  Tokyo,  I  was  struck 
how  sharply  the  mood  has  veered  from  oi 
mism  to  pessimism  and  concern,  with  c; 
for  political  and  economic  reform.  Japan  d 
need  to  deregulate  several  markets  and  mt 
other  changes,  but  carefully.  After  all,  desp 
a  slowdown  in  its  gi'owth  rate  in  recent  yea 
Japan's  economy  has  been  a  stellar  perforn 
for  several  decades.  The  current  recession  1 
been  made  especially  painful  for  Japan's  exp 
sector  by  a  sharp  rise  in  the  value  of  the  y 
relative  to  other  currencies,  but  that  dispar 
may  not  last. 

The  recent  pessimism  is  excessive,  becai 
Japan  Inc.  was  always  far  more  myth  th 
reality.  Japan  earned  its  economic  success  t 
old-fashioned  way,  l)y  combining  a  skill( 
hard-working  labor  force  with  innovative  co 
panies  that  compete  in  a  predominantly  p 
vate-enterprise  system— not  by  pioneering 
new  type  of  capitalism.  That  fojTnula  will  ag{ 
propel  Japan  forward  in  the  future. 

Although  Japan  was  never  as  strong  ec 
nomically  and  politically  as  some  experts  woi 
have  us  believe,  it  does  not  need  radio 
surgery  to  remain  one  of  the  economic  pc 
erhouses. 
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Introducing  StreetSmart ^  investment  software- 
the  newest  tool  for  savvy  investors. 


Why  do  you  read  Business  Week? 
Because  the  information  it  provides 
can  help  you  manage  your  own 
investments. 

Now  imagine  if  you  could  access 
even  more  financial  news  right  as  it 
happens,  right  from  home.  Or  install  a 
tickertape  in  your  back  room.  Imagme 
ij  you  could  act  as  your  own  broker 

Now  place  buys  and  sells  like  a 
Wall  Street  trader. 

StreetSmart,  the  first  trad-  ^ 
ing  program  for  Windows, 
puts  you  in  control  of  your 
investments. 

Just  point,  click  and  in- 
vest to  buy  and  sell  stocks, 
options,  bonds  and  over 
700  mutual  funds  right  from 
your  PC. 


Stay  on  top  of  the  market  with  online 
information. 
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update  your  accounts— electronically. 
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already  low  commissions  every  time 
you  invest*  Plus,  you  can  save 
up  to  $25  more  on  your  first 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Schwab. 

Visit  your  local  office  for 
a  free  demonstration  or  order 
toll-free: 

1-800-442-5111  ext.  64. 
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conomic  Trends 


BY  KAREN  PENNAR 


A  'GROWTH  SURPRISE' 
MAY  BE  COMING— FOR 
SOME  ODD  REASONS 


The  employment  statistics  remain  dis- 
appointing, and  the  price  indexes  con- 
tinue to  weaken.  Nonetheless,  a  quiet 
groundswell  of  opinion  has  developed  in 
recent  weeks  that  the  economy  is  re- 
viving. Indeed,  some  economists  argue 
that  the  expansion  is  in  middle  age  and 
thus  not  far  short  of  the  late  stage  when 
both  inflation  and  interest  rates  start 
to  move  higher. 

The  experts  are  seizing  on  a  range 
of  supporting  evidence.  Economists  at 
Morgan  Guaranty  Trust  Co.,  for  in- 
stance, argue  that  capacity  utilization  in 
manufacturing,  currently  at  80.8%,  is  at 
a  level  "typically  associated  with  expan- 
sions that  have  been  under  way  for  a 


MANUFACTURING  IS 
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while."  It's  true  that  the  utilization  rate 
has  rebounded  from  the  end  of  the  re- 
cession in  lyiarch,  1991,  when  it  was  at 
76.6%,  and  isn't  far  away  from  prere- 
cession  levels  of  81%  to  82%.  But  it  re- 
mains well  below  the  levels  of  the  late 
1980s.  Still,  Morgan  economists  believe 
that  economic  growth  of  3%  or  better 
could  soon  push  capacity  use  to  infla- 
tion-kindling levels. 

Similarly,  David  D.  Hale,  economist 
at  Kemper  Financial  Services  Inc.  in 
Chicago,  suggests  that  the  U.  S.  econo- 
my may  be  headed  for  "a  positive 
growth  surprise."  Inventories  may  soon 
be  replenished,  he  argues,  because  do- 
mestic final  sales  grew  at  a  4.4%  annual 
rate  during  the  second  quarter  and  prob- 
ably exceeded  4%  in  the  third  quarter, 
yet  inventory  gains  have  been  subdued. 
Hale  also  expects  rebuilding  in  the  flood- 
damaged  Midwest  and  stronger  residen- 


tial real  estate  markets  to  boost  output. 

Some  economists  also  cite  unusual  fac- 
tors that  may  bolster  growth.  Twenty- 
five  years  ago,  says  Richard  F.  Hoken- 
son,  economist  at  Donaldson,  Lufkin  & 
Jenrette  Securities  Corp.,  there  was  a 
jump  in  the  number  of  children  born  as 
more  men  avoided  the  Vietnam  war. 
draft  by  becoming  fathers.  Today,  these 
25-year  olds  are  poised  to  become  signif- 
icant consumers.  It's  at  that  age,  says 
Hokenson,  that  Americans  begin  to 
make  consumption  decisions  based  on 
future— not  present— income. 


WHAT  SPURS  THE 
ECONOMY— INVESTMENT 
OR  JUST  PIAIN  LUCK? 


Children's  stories  tell  comforting  tales 
of  thrift  and  virtue:  The  squirrel 
who  saves  his  nuts  eats  well  during  the 
winter.  Economists  often  explain  eco- 
nomic success  and  failure  in  the  same 
way:  Countries  that  invest  heavily  in 
machinery  and  factories  reap  the  bene- 
fits, while  countries  that  consume  their 
income  are  doomed  to  fall  further  and 
further  behind.  Indeed,  it's  common 
among  economists  and  policymakers  to 
blame  America's  economic  woes  today 
on  an  excess  of  consumption  and  a  short- 
fall in  investment  in  the  1980s. 

But  two  papers  from  the  National  Bu- 
reau of  Economic  Research  show  that 
this  explanation  for  economic  growth 
may  be,  at  best,  a  fairy  tale.  In'the  first 
study,  economists  Magnus  Blomstrom, 
Robert  E.  Lipsey,  and  Mario  Zejan  look 
at  the  link  between  investment  and 
growth  in  more  than  100  countries. 
Their  surprising  conclusion:  "We  find  no 
evidence  that  fixed  investment  is  the 
key  to  economic  growth."  In  fact,  the 
economists  find  evidence  that  the  rela- 
tionship runs  the  other  way— fast  growth 
comes  before  high  levels  of  investment. 
That  makes  sense,  since  it's  easier  to 
finance  machinery,  factories,  and  the  like 
when  the  economy  is  gi'owing  rapidly. 

So  if  fixed  investment  is  not  the  spark 
for  growth,  maybe  it's  some  other  factor, 
such  as  education  or  trade  policy?  Not 
so  fast.  The  second  NBER  paper  makes 
the  case  that  stellar  economic  perfor- 
mance may  simply  be  due  to  luck.  For 
most  countries,  gi'owth  rates  are  highly 
unstable  over  time,  according  to  econo- 
mists William  Easterly,  Michael  Ki-emer, 
Lant  Pritchett,  and  Lawr-ence  Summers. 
That's  in  .spite  of  the  fact  that  most  na- 
tional characteristics,  such  as  level  of 
education,  don't  change  very  much. 

"With  a  few  famous  exceptions  . . . 
countries  are  'success  stories'  one  period 
and  disappointments  the  next,"  write 


the  four  economists.  The  biggest  in 
ence  on  growth  appears  to  be  si 
shocks  to  the  economy  as  war  or  sud( 
changes  in  commodity  prices.  Policym 
ers  should  take  note:  There  is,  it  seei 
no  magic  elixir  for  growth. 

With  Michael  J.  Maude  I  m  New  It 


DONT  EXPEa 
THE  FIABBY  DOLIAR 
TO  SHAPE  UP  SOON 


There's  a  view,  based  on  comparisc 
of  inflation  rates  around  the  woi 
that  the  dollar  is  too  cheap,  especit 
against  the  German  mark,  and  that 
could  strengthen  to  the  level  of  1.85 
even  2  marks  to  the  dollar  from  its  c 
rent  1.64  level. 

But  that's  unlikely,  argues  Gail 
Fosler,  chief  economist  at  the  Conf 
ence  Board  in  New  York.  For  one  thi: 
she  says,  the  U.  S.  is  expected  to  hew 
lower  real,  or  after-inflation,  inten 
rates  than  are  Jajjan  and  Germany 
coming  months.  That's  in  contrast  w 
the  high  real  interest  rates  that  p 
vailed  in  the  U.  S.  in  the  early  191 
that  pushed  the  dollar  higher.  Wha 
more,  while  growth  in  the  U.  S.  shoi 
top  Europe's  and  Japan's  over  the  nt 
year,  U.  S.  output  will  continue  to 
"less  than  robust,"  says  Fosler,  a 
hence  not  strong  enough  to  buoy 
dollar  on  foreign  exchange  markets. 


UNCLE  SAM  HAS  RIVALS 

IN  THE  RUSH 

TO  TAX  CORPORATIONS 


State  and  local  taxes  are  a  gi'owii 
burden  on  corporations,  and  mai 
executives  believe  that  they  will  conti 
ue  to  increase  in  coming  yeai's,  accordii 
to  a  recent  survey  of  financial  exec 
fives  conducted  by  Coopers  &  Lybran 
Respondents  indicated  that  on  averag 
state  and  local  taxes  account  for  45% 
their  overall  tax  burden,  with  fedei 
taxes  representing  48%  and  internatio 
al  taxes  the  remainder. 

More  than  half  of  those  polled,  ' 
61%,  reported  that  their  company  hi 
experienced  an  increase  in  the  state  ai 
local  share  of  its  total  taxes  over  tl 
past  two  or  three  years,  while  only  6 
reported  a  decrease.  The  bulk  of  tl 
taxes  come  in  the  form  of  income  taxe 
with  property  taxes  second.  About  451 
of  the  executives  expect  an  increase 
the  share  accounted  for  by  state  ar 
local  taxes  over  the  next  two  to  thr( 
years,  while  about  20%  expect  th; 
share  to  decrease  in  the  next  few  year 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  SECOND  HALF 

S  lOOKING  BRIGHTER  ALL  THE  TIME 


tETAILING:  RIDING 
•HI  UP  ESCAIATOR 


rhe  U.  S.  economy  lately  has  looked  a  lot  like  a  Jack- 
son Pollock  canvas:  It's  hard  to  tell  which  way  to 
hang  it.  Manufacturing  output  is  rising,  as  factory 
yrolls  shrink.  Squishy  labor  markets  in  general  belie  the 
:id  growth  in  consumer  spending.  And  despite  healthy 
mestic  demand,  inflation  is  not  in  the  picture. 
To  be  sure,  this  2/4-year  recovery  has  been  less  than 
;isfying— especially  with  growth  at  an  annual  rate  of 
%  in  the  first  half  of  1993.  However,  fresh  readings  on 
arj^hing  from  retail  sales  to  housing  starts  to  industrial 
jduction  suggest  that,  despite  all  the  confusing  brush 
okes,  the  economy  is  putting  in  a  considerably  better 
'formance  in  the  second  half  of  the  year,  which  seems 
ely  to  carry  forward  into  1994. 

Leading  the  pickup:  consumer 
spending,  business  outlays  for 
equipment,  homebuilding,  and 
auto  output.  The  new  momen- 
tum stems  largely  from  the  po- 
tent combination  of  low  inflation 
and  interest  rates— especially  the 
recent  drop  in  long-term  rates. 
Benign  inflation  is  keeping  inter- 
est rates  down,  and  low  rates 
are  bolstering  household  finances, 
reinvigorating  housing,  and  gen- 
Uy  giving  demand  a  lift. 

n  fact,  demand  growth  this  spring  and  summer  has  left 
liness  inventories  very  lean.  Stock  levels  of  manufac- 
ers,  wholesalers,  and  retailers  rose  0.2%  in  August, 
ile  sales  jumped  1.1%,  dropping  the  ratio  of  inventories 
sales  close  to  a  12-year  low.  Some  rebuilding  of  stock- 
!S  will  be  necessary,  and  that  will  fuel  further  pro- 
tion  gains  in  manufacturing  this  fall. 

:OBUST  Consumers  have  been  responsible  for 
ALES  HAVE  much  of  that  inventory  depletion.  Despite 
lETAILERS  meager  economic  growth  at  a  1.9%  annu- 
MILING  q\  j.q^^q  jjj  i]^Q  second  quarter,  consumer 
nding  rose  3.4%,  and  third-quarter  outlays  appear  to 
e  increased  at  an  even  faster  rate  of  4%  or  better, 
tore  cash  registers  tell  the  story  (chart).  Retail  sales 
'  0.1%  in  September,  but  car  sales  dipped  by  1.8%,  in 

;  t  l)ecause  of  skimpy  inventories  of  popular  models, 
luding  cars,  retail  buying  scored  a  solid  0.6%  advance. 
1  since  prices  of  consumer  goods  fell,  as  reported  in  the 

;  tember  consumer  price  index,  the  gain  in  real  retail 

1  s  was  even  larger. 
1  fact,  because  sales  in  July  and  August  were  revised 
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HOMEBUILDING 
BREAKS  NEW  GROUND 


up,  real  retail  sales  last  quarter  grew  at  an  annual  rate  of 
about  6.5%,  similar  to  the  6.3%  pace  in  the  second  quarter. 
That's  the  second  strongest  two-quarter  performance  in 
seven  years.  The  first  was  in  the  second  half  of  1992, 
when  the  overall  economy  grew  by  4.6%. 

Since  March,  retailers  in  several  key  sectors  have  post- 
ed some  impressive  gains.  Sales  at  apparel  shops  are  up 
at  an  annual  rate  of  12%.  Receipts  at  general  merchandise 
stores  have  risen  at  a  14%  clip.  And  furniture  and  appli- 
ance stores  show  sales  up  at  an  18%  rate— undoubtedly  re- 
flecting the  pickup  in  housing  demand. 

Low  interest  rates  are  clearly  fueling  homebuilding. 
The  latest  survey  by  the  National  Association  of  Home 
Builders  reports  that  62%  of  the  builders  queried  in  Oc- 
tober see  home  sales  on  the  rise,  the  best  reading  since 
1986.  Indeed,  housing  starts  rose  2.8%  in  September,  to 
1.35  million,  the  highest  in  3/4  years  (chart). 

A  52%  jump  in  starts  of  mul- 
tifamily  units  propelled  the 
month's  gain,  probably  reflecting 
changes  in  the  tax  laws  in  the 
Clinton  Administration's  budget 
passed  in  August.  Starts  in  the 
key  single-family  sector  fell  3%, 
to  1.14  million,  but  they  had 
soared  10.5%  in  August,  and  per- 
mits to  begin  new  single-family 
homes  rose. 

One  reason  for  this  ground- 
swell  of  support:  Consumers  appear  to  be  feeling  better 
about  their  economic  lots.  The  preliminary  reading  of 
the  University  of  Michigan's  index  of  consumer  senti- 
ment for  October  jumped  6.7%  from  September,  the 
largest  gain  since  last  year's  postelection  bounce. 

What  this  suggests  is  that  consumer  finances  are  im- 
proving, despite  the  flabby  look  of  the  labor  markets. 
That's  partly  because  lower  interest  rates  are  generating 
extra  cash  for  households  by  allowing  them  to  refinance 
mortgages  and  pay  down  other  existing  debts  even  while 
their  paychecks  remain  materially  unchanged. 

INDUSTRY  If  the  dichotomy  of  healthy  consumer 
IS  SET  spending  and  slack  job  growth  seems  like 

fOR  MORE  an  unintelligible  splotch  on  the  outlook, 
GAINS  ^j^jgj)  |-}^g  conflicting  signs  of  the  industrial 

sector  also  obscure  the  picture.  But  even  here,  a  closer 
look  shows  an  economy  that  is  picking  up  steam. 

Industrial  production  continues  to  advance,  rising  0.1% 
in  September.  That  was  the  fourth  straight  increase,  and 
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it  was  tempered  by  a  return  to  normal  utility  use  after 
extreme  summer  weather.  Factory  output  alone  was  up  a 
solid  0.4%  last  month  (chart),  led  by  another  strong  gain 
of  0.8%  in  production  of  business  equipment. 

Looking  ahead,  factory  activity  will  get  a  lift  from  the 
auto  sector,  which  has  bold  production  plans  for  the 
fourth  quarter.  And  with  retail  inventories  low,  especial- 
ly at  department  stores,  merchants  will  need  to  restock 
their  shelves  soon.  Still,  factory  output,  which  rose  at  a 
1.4%  annual  rate  last  quarter,  clearly  lagged  behind  the 
rapid  pace  in  retail  volume.  And  even  though  many  of 
those  goods  came  out  of  inventories,  what  caused  the 
rest  of  the  gap? 

IMPORTS  The  answer  is  imports,  which  are  satisfy- 
HAVE  HURT  ing  more  and  more  U.  S.  demand.  Imports 
DOMESTIC  rose  just  0.8%  in  August,  but  their  yearly 
OUTPUT  gi'owth  rate  has  picked  up,  back  into  the 
double-digit  range  even  after  adjusting  for  prices.  Ex- 
ports, meanwhile,  are  struggling  with  the  slack  growth  of 
other  industrialized  economies.  Foreign-bound  shipments 
rose  3%  in  August,  after  two  straight  declines. 

In  August,  the  merchandise 
trade  deficit  shrank  to  $9.7  bil- 
lion, from  $10.4  bilhon  in  July. 
That  narrowing  suggests  that 
net  exports  were  less  of  a  drag 
on  third-quarter  gross  domestic 
product  than  they  were  in  the 
first  half.  But  the  trade  gap  has 
deteriorated  sharply  from  its 
lows  of  1991. 

Moreover,  because  other  ma- 
jor countries  show  few  signs  of 
strong  growth  anytime  soon,  the  trade  deficit  will  worsen 
again  this  quarter.  It  may  grow  particularly  large  if  im- 
ports remain  strong. 

The  increase  in  foreign  goods,  however,  helps  to  exj^lain 


THE  STEADY  CLIMB 
IN  FACTORY  OUTPUT 


JAN.  '92 
A  INDEX:  1987=100 

DATA:  FEDERAL  RESERVE 


SEPT.  '93 


INFIATION  REMAIN 
IN  REMISSION 


another  conflict  in  this  economy.  How  can  inflation 
falling  amid  strong  demand?  Producer  prices  of  finish|i 
goods  rose  just  0.2%  in  September,  after  no  gains  in  ta 
preceding  four  months.  And  the  consumer  price  indi 
was  flat  last  month— a  surprisingly  low  performance.  Evi 
after  taking  out  food  and  energy  prices,  the  core  rate 
creased  just  0.1%. 

In  fact,  consumer  prices,  excluding  food  and  energy, 
up  at  an  annual  rate  of  just  3%  so  far  this  year,  compar, 
with  a  3.4%  pace  for  all  of  1992.  And  the  slowdown  .' 
widespread  (chart).  The  yearly  inflation  rate  for  goods,  t 
eluding  food  and  energy,  is  down  to  1.6%— the  low( 
reading  in      years.  And  prices  for  services  have  been  i 
ing  below  4%  for  more  than  a  year  now.  Core  service 
flation  hasn't  been  that  modest  since  1983. 

Certainly,  foreign  competition 
is  exerting  downward  pressure 
on  U.  S.  inflation.  But  domestic 
companies  are  also  able  to  limit 
markups  because  of  the  slow- 
down in  their  labor  costs,  espe- 
cially in  manufacturing.  Improved 
productivity  has  lowered  unit  la- 
bor costs,  meaning  manufactur- 
ers can  make  money  even  when 
pricing  power  is  weak. 

In  the  third  quarter,  total  fac- 
tory work  time  fell,  although  output  rose.  That  prodi 
tivity  gain  combined  with  modest  wage  growth  sugges 
that  factory  unit  labor  costs,  which  have  already  fallen  : 
three  straight  quarters,  dropped  again  last  period.  A 
that's  why  corporate  earnings  and  profit  margins  a 
looking  good,  even  as  companies  fight  to  lift  sales. 

The  rise  in  profits  will  keep  the  capital-spending  bo( 
going,  while  the  improvement  in  household  budgets  w 
keep  consumers  shopping.  And  that  extra  demand  comi 
fi'om  both  businesses  and  consumers  paints  a  very  cl 
picture  of  a  stronger  economy. 
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EMPLOYMENT  COSTS 


Tuesday,  Oct.  26,  8:30  (um. 
Compensation  costs  for  civilian  workers 
probably  rose  by  0.8%  in  the  third  quar- 
ter, forecast  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw- 
Hill  Inc.  That's  slightly  ))elow  the  0.9% 
pace  in  the  second  quarter  and  reflects 
the  continued  slowdown  in  wage  growth 
as  well  as  some  moderation  in  the  cost 
of  worker  benefits. 

CONSUMER  CONHDENCE  

Tuesday,  Oct.  26,  10  cum. 
The  Conference  Board's  index  of  con- 
sumer confidence  likely  rose  to  64.3  in 
October,  up  from  62.6  in  September. 
The  October  gain,  which  would  be  the 


fourth  consecutive  increase  in  confidence, 
is  suggested  by  the  jump  in  the  Uni- 
versity of  Michigan's  consumer-senti- 
ment index  for  early  October. 

DURABLE  GOODS  ORDERS  

Wednesday,  Oct.  27,  8:30  a,m. 
New  orders  for  durable  goods  were 
probably  flat  in  September,  after  rising 
2.3%  in  August.  Auto  demand  might  lift 
orders  into  the  plus  column.  Unfilled  or- 
ders, down  0.6%  in  August,  probably 
continued  to  fall  in  September. 

GROSS  DOMESTIC  PRODUCT  

Thursday,  Oct.  28,  8:30  a.m. 
The  MMS  median  forecast  is  that  the 
economy  grew  at  an  annual  rate  of  2.5% 
in  the  third  quarter,  held  down  by  flood- 


related  losses  in  farm  inventories  a| 
income.  Consumer  spending,  busin 
investment,  and  residential  construct 
were  likely  up  at  much  stronger  rati 
The  expected  pace  would  be  the  ecor' 
my's  fastest  growth  rate  since  the  four 
quarter.  Real  GDP  grew  by  1.9%  in  ti  I 
second  period. 

PERSONAL  INCOME 


Friday,  Oct.  29,  10  cum. 
Personal  income  likely  rose  just  0.2% 
September,  hurt  by  weakness  in  wa.L; 
and  salaries.  Consumer  spendir 
though,  probably  advanced  by  a  fast 
0.4%.  In  August,  income  jumped  1.3 
while  outlays  rose  0.4%.  August  sper 
ing  may  be  revised  higher,  given  t 
upward  changes  to  retail  sales. 
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When  you  choose  a  Managed 
Care  and  Employee  Benefits  pro- 
gram it  affects  more  tJmn  your 
company's  bottom  line.  It  affects 
the  lives  of  your  employees  and 
their  families.  Wliich  is  why  Tlie 
Travelers  is  committed  to  provid- 
ing both  savings  and  quality  for 
the  people  you  trust  and  the  people 
theij  love. 

We  offer  your  employees 
the  caring  and  expertise  of  over 
100,000  health  professionals  in 
more  than  130  major  metropolitan 
areas,  as  well  as  a  nationally  recog- 
nized wellness  and  counseling 
program  tliat  is  preventing  illness 
through  innovation. 

And  our  Managed  Care  Sys- 
tem can  be  customized  to  provide 
your  company  with  the  flexibility 
to  make  the  most  of  your  benefit 
dollars.  In  fact,  we've  actually 
reduced  the  rise  in  health  care  costs 
for  our  customers  by  over  30% . 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  we 
of fer  a  program  tliat  recognizes  one 
truth  for  employer  and  employee 
alike  —  the  greatest  wealth  of  all  lias 
little  to  do  with  money. 


nd  its  Affiliates.  Hartford,  CT  06183. 


Thelraveler^ 
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MONEY 
TALKS 


AND  CASH-RICH  COMPANIES  HAVE  BEGUN  TO  INVEST 


Lois  of  families,  il  seems,  have  an 
Uncle  Charlie,  the  old  miser  who 
hid  $50,000  under  his  mattress  but 
lived  like  a  pauper.  Only  when  he  died 
did  the  family  find  his  stash. 

For  the  past  two  years,  U.  S.  corpora- 
tions have  been  acting  a  lot  like  Charlie. 
Companies  have  been  rolling  up  record 
profits — thanks  to  recession-inspired  ef- 
forts to  control  costs.  They  have  sharply 
cut  interest  expenses,  slashed  payrolls, 
and  improved  productivity.  As  a  result, 
net  corporate  cash  flow  in  1992  exceeded 
half  a  trillion  dollars  for  the  first  time. 
Yet  business  executives,  uncertain 
whether  the  economy  was  really  turning 
around,  and  still  struggling  with  debt- 
heavy  balance  sheets,  were  afraid  to 
spend. 

At  last,  Corporate  America  has  begun 
to  snap  out  of  its  funk.  Some  companies 
are  using  cash  to  pay  down  debt.  And  a 
big  chunk  of  the  cash  hoard  is  fueling 
business'  renewed  urge  to  merge.  Ac- 
cording to  Mergerstat  Review,  which 
tracks  takeovers,  the  dollar  value  of  all 
domestic  and  foreign  acquisitions  in  the 
first  nine  months  of  1998  soared  to  $111 


billion,  up  over  last  year,  and  head- 
ed for  the  highest  levels  since  the  late 
1980s.  The  most  glittering  example  of 
how  cash  is  feeding  the  M&A  boom:  The 
battle  for  Paramount  Communications 
Inc.,  in  which  QVC  Network  Inc.  has  of- 
fered $4  billion  in  cash  as  part  of  its  $9.8 
billion  bid.  Says  an  official  close  to  the 
bidding:  "We  all  know  that  stock  is  fun- 
ny money,  and  cash  is  the  real  thing." 
BILLIONAIRE  CLUB.  But  as  business  opens 
its  wallet,  the  bulk  of  cash  is  being  [jut 
into  capital  investment.  Manufacturing 
ecjuipment  purchases  rose  to  $433  billion 
in  the  second  quarter,  a  20%  jump  from 
the  beginning  of  1992  (chart).  While  the 
U.  S.  economy  usually  is  led  out  of  the 
doldrums  by  consumer  spending,  this 
turnaround  is  different.  America  now  is 
in  the  midst  of  a  cash-led  investment 
surge  that  could  point  the  way  toward  a 
solid,  low-inflation,  long-term  expansion. 
Economists  are  euphoric.  Says  Confer- 
ence Board  chief  economist  Gail  D. 
Fosler:  "This  pickup  in  investment  is 
what  we've  always  dreamed  of." 

The  pot  of  cash  available  for  invest- 
ment is  staggering.  In  the  1980s,  Corpo- 


rate America's  financing  needs  exceedt 
internal  funds — retained  earnings  pli 
depreciation — by  an  average  of  near 
$42  billion  a  year.  But  in  1991  and  199 
companies  made  so  much — and  bougl 
so  little — that  they  actually  had  billioi 
left  over.  The  Federal  Reserve  Boat 
estimates  that  during  this  period,  U. : 
companies  spent  $40  billion  less  on  plai 
and  equipment  than  they  generated 
internal  funds.  Last  June,  the  nation's 
largest  corporations  held  an  average  < 
more  than  $1  billion  in  cash,  a  50%  i 
crease  from  the  year  before,  accordiii 
to  MarketBase  Inc.,  a  data  service. 

Take  General  Electric  Co.,  which  hu 
more  than  $3  billion  on  hand  at  the  er 
of  1992,  an  increase  of  more  than  -1 
billion  from  1991.  Much  of  that  growt 
came  from  cost-cutting:  In  the  past  1 
months  alone,  GE  saved  $900  million  b 
slashing  inventories.  And  where  is 
that  money  going?  Well,  GE  has  bee 
quietly  buying  up  smaller  outfits  in  th 
U.  S.  and  abroad,  and  Wall  Street  is  ri: 
with  speculation  that  the  company 
gathering  cash  for  a  major  acquisitionj 

Motorola  Inc.,  which  started  the  yes 
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h  $277  million  in  operating  cash  flow, 
been  investing  heavily  to  keep  up 
h  soaring  demand.  Among  other 
igs,  the  company  is  increasing  capaci- 
in  existing  U.  S.  plants  and  is  con- 
icting  a  new  $120  million  facility  in 
na.  Overall,  Motorola  will  boost  capi- 
outlays  this  year  to  $2  billion,  up  457' 
Ti  1992. 

luch  of  the  new  action  will  be  over- 
5.  American  multinationals  bought 

foreign  companies  in  1992  and 
;ed  up  an  additional  278  during  the 
t  three  quarters  of  1993.  Mobil  Corp. 

others,  for  example,  will  invest  as 
;h  as  $20  billion  in  liquefied  natural 
projects  in  Qatar  in  the  Middle  East, 
on  Carbide  Corp.  is  about  to  build  a 
e  petrochemical  complex  in  Kuwait, 
t  year,  U.  S.  companies  pumped  $487 
on  into  foreign  investments,  up  from 
1  billion  in  1990. 

I  SHY.  Many  companies,  however,  are 
wary  about  spending  down  their 
-  egg.  By  the  end  of  the  third  quar- 
Chrysler  Corp.  was  sitting  on  nearly 
oillion,  an  increase  of  $800  million 
a  1992.  The  carmaker  is  spending 
at  $4.3  billion  a  year  on  new  product 
ilopment  as  well  as  new  equipment 
lants  such  as  the  Belvidere  (111.)  fac- 
that  will  build  its  Neon  subcompact. 
it's  trying  to  hold  down  capital 
iding,  preferring  instead  to  beef  up 
underfunded  pension  plan  and  build 
■fves  to  get  through  the  next  down 

nother  gun-shy  company  is  Morris 
Inc.,  an  upstart,  low-cost  airline 

id  in  Salt  Lake  City.  "In  this  indus- 
there's  a  real  history  of  people  not 

ng  enough  money,"  says  Chairman 

lard  Frendt.  "And  we  want  to  stay 


strong."  So  Morris  has  no 
plans  to  use  the  $40  million 
in  cash  it  has  built  up. 

But  other  companies 
don't  mind  digging  deep 
into  their  pockets.  One  reason  they're  so 
flush  is  that  they  have  sold  a  record 
amount  of  equities.  So  far  in  1993,  near- 
ly $96  billion  in  new  stock  has  come  to 
market,  $27  billion  in  initial  public  offer- 
ings alone.  Meanwhile,  individuals  flee- 
ing low-margin  certificates  of  deposit 
have  poured  more  than  $82  billion  into 
stock  funds  through  the  first  eight 
months  of  1993,  up  40'7f'  over  last  year, 
creating  even  more  de- 
mand for  equities. 

The  new  liquidity  has  its 
risks,  of  course.  It  can  gen- 
erate inflation  if  consum- 
ers overspend.  Another 
worry:  In  their  mad  scram- 
ble for  double-digit  re- 
turns, investors  are  buying 
into  frothy  IPOs  and  exotic 
foreign  companies  whose 
names  they  can't  pro- 
nounce. And  the  capital  in- 
vestments by  business  are 
no  guarantee  of  success. 
After  all,  in  the  mid-1980s, 
real  estate  investment  quickly  turned 
into  real  estate  speculation.  Many  over- 
priced mergers  in  those  years,  too,  led  to 
widespread  job  losses,  as  overleveraged 
acquirers  scrambled  to  cut  costs  and 
keep  deals  afloat. 

But  the  current  round  of  investment 
seems  much  more  fruitful.  Already,  capi- 
tal spending  has  accounted  for  one-third 
of  real  growth  in  the  current  expansion. 
In  the  longer  term,  investment  in  new 
technology  can  help  make  U.  S.  compa- 
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ments  overseas  can  pay  off  domestically. 
They  create  wealth  at  home  and  gener- 
ate demand  for  U.  S.  products  in  devel- 
oping countries. 

These  days,  corporations  are  doing 
deals  that  make  sense  from  a  strategic 
point  of  view — buying  assets  that  can 
help  their  core  businesses. 
Bell  Atlantic's  proposed 
merger  with  Tele-Commu- 
nications and  Liberty  Me- 
dia is  positioning  the  com- 
panies for  the  future,  and 
others  in  the  industry  are 
expected  to  follow  suit. 
The  health-care  industry 
also  is  consolidating  at  a 
rapid  pace  in  anticipation 
of  the  Clinton  Administra- 
tion's plan  to  overhaul 
health  care. 

A  couple  of  years  ago, 
Wall  Streeters  liked  to  say 
that  cash  was  trash.  For  investors  look- 
ing at  2%  returns  on  money  funds,  that 
may  be  true.  But  for  business,  cash 
means  something  very  different.  For 
them,  the  dross  holds  the  promise  of 
being  turned  into  the  gold  of  long-term 
investment.  Today,  once  again,  cash  is 
king. 

By  Howard  Gleckman  and  Owe?! 
Ullmann  in  Washington  and  Tim  Smart  in 
New  Haven,  with  Lois  Therrien  in  Chicago 
and  bureau  reports 
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CORPORATE  PROFITS  I 


A  GRAB-BAG  QUARTER, 

BUT  WITH  PLENTY  OF  GOODIES 


Service  and  technology  helped  to  produce  a  healthy  16%  gain  overall 


Corporate  America's  profits  continued  to  rise  in  the  third  quar- 
ter— an  average  of  16% — but  the  improvement  in  performance 
was  hardly  universal.  In  business  week's  flash  report  of  third- 
quarter  results,  the  service  and  technology  sectors  posted  strong 
gains,  with  profit  hikes  of  236%  and  54%,  respectively.  Among  the 
stars  was  Citicorp,  which  kept  earnings  on  the  upswing  with  a  spectac- 
ular 355%  gain.  In  technology,  computer  maker  Compaq  was  a  stand- 
out, with  a  116%  earnings  rise.  Industrials,  however,  lagged.  Price-cut- 
ting tore  into  the  bottom  lines  of  Philip  Morris  and  Alcoa,  for  instance. 
Among  the  few  bright  spots  in  the  category:  Chrysler.  The  auto  mak- 
er's hot  new  models  propelled  it  to  a  109%  gain. 


Current  qtr.  sales 

(Millions) 

INDUSTRIALS 

102,728.0 

ABBOTT  LABORATORIES 

2,060.4 

ALCOA 

2,230.2 

AVON  PRODUaS 

957.1 

BRISTOL-MTERS  SQUIBB 

2,862.0 

CHAMPION  INTERNATIONAL 

1,245.3 

CHRTSLER 

9,713.0 

COOPER  TIRE  &  RUBBER 

326.1 

CORNING 

1,198.0 

DANA 

1,290.7 

GENERAL  DTNAMICS 

900.0 

GENERAL  ELECRIC 

14,858.0 

GEORGIA-PACIFIC 

2,982.0 

GOODRICH  (B.F,) 

500.8 

HASBRO 

812.4 

INTERNATIONAL  PAPER 

3,400.0 

JOHNSON  &  JOHNSON 

3,506.0 

KELLOGG 

1,669.2 

LIZ  CLAIBORNE 

621.9 

LOCKHEED 

3,475.0 

LORALtt 

836.6 

MAHEL 

671.1 

MERCK 

2,544.1 

MONSANTO 

1,849.0 

PEPSICO 

6,316.4 

PFIZER 

1,872.5 

PHILIP  MORRIS 

15,209.0 

PPG  INDUSTRIES 

1,405.4 

RUBBERMAID 

515.2 

TENNECO 

3,150.0 

TEXACO 

8,479.0 

U.S.  SURGICAL 

237.7 

UPJOHN 

900.0 

WEYERHAEUSER 

2,224.9 

WHIRLPOOL 

1,909.0 

SERVICES 

36,912.1 

AMR 

4,199.0 

CAPITAL  CITIES/ ABC 

1,301.4 

CAREMARK  INTERNATIONAL 

455.6 

CBS 

752.6 

CHASE  MANHATTAN 

NA 

CHEMICAL  WASTE  MGMT. 

541.6 

CITICORP 

NA 

COSTCO  WHOLESALE 

2,364.8 

CONSUMER  MARKETING  I 


'VALUE  PRICING' 
PAYS  OFF 


Procter  &  Gamble's  marketing 
gamble  has  sales  growing  again 


The  U.  S.  consumer  market  has  not 
been  kind  to  Procter  &  Gamble  Co. 
kitely.  In  the  past  three  years, 
cash-strapped  buyers  have  cut  back  on 
purchases  or  traded  down  to  lower- 
priced  products,  shunning  P&G's  premi- 
um brands.  In  diapers,  a  huge  business 
for  P&G,  the  company's  market  share  is 
under  40% — up  a  bit  in  recent  months 
but  far  below  its  nearly  50'/^  share  in  the 
late  1980s. 
Now,  though,  P&C  is  showing  signs 


that  its  strategy  of  slicing  prices  and 
promotions  while  spewing"  out  new  prod- 
ucts is  giving  it  a  new  lease  on  its  mar- 
kets. When  Chairman  Edwin  L.  Artzt 
announces  company  results  on  Oct.  26, 
he  will  be  able  to  trumpet 
a  67'  improvement  in  U.  S. 
unit  volume  for  the  sec- 
ond quarter  in  a  row.  The 
successive  increases, 
which  leave  aside  some  di- 
vestitures, are  P&G's 
strongest  such  gains  since 
1990.  The  big  question; 
Can  Artzt  turn  the  vol- 
ume gains  into  strong 
profit  increases  soon? 

For  now,  P<.^(;  has  to  be  content  with 
market-share  growth:  It's  on  the  uptick 
in  two-thirds  of  its  44  U.  S.  categories, 
from  deodorant  to  dishwashing  deter- 
gent. That's  a  sign  that  "value  pricing" 
is  working.  The  plan,  launched  in  1991. 


CHARMIN  IS  CHiAPER,  BUT 
MARGINS  ARE  INCREASING 


called  for  P&G  to  lower  list  prices  ai 
slash  discounts  across  most  of  its  U. 
product  line. 

The  goal:  to  even  out  the  swings 
demand  that  such  promotions  cause.  B 
the  tactic  antagoniz* 
many  customers  and  tei 
porarily  depressed  sale 
Now,  however,  the  idea 
catching  on:  Marketii 
Corp.  of  America,  a  Wei 
port  (Conn.)  consultii 
firm,  found  in  a  rece 
survey  that  75'7f>  of  mar 
facturers  have  or  are  te: 
ing  some  form  of  val 
pricing. 

P&g's  new-product  blitz  is  paying  o 
too.  Although  Oil  of  Olay  bath  bar  a 
Whitewater  Fresh  Zest  may  not  see 
like  huge  innovations,  they've  allow 
the  company  to  regain  the  lead  in  b 
soaps  from  Lever  Brothers  Co.  P&G  h 
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Est.  EPS 

Reported 

%  chg. 

(8/19) 

EPS 

Diff. 

-6 

0.77 

0.71 

-0.06 

+  13 

0.38 

0.38 

— 

u.  oz 

0 

0.85 

0.75 

-0.10 

+  6 

1.18 

1.18 

NM 

-0.30 

-0.40 

-0.10 

+ 109 

0.55 

0.84 

+  0.29 

—  1  / 

n  to 

U.07 

\J.O\J 

0  no 

NM 

0.63 

0.49 

-0.14 

+  169 

0.63 

0.72 

+  0.09 

+  66 

1.49 

1.52 

+  0.03 

+  21 

1.41 

1.41 

MM 

U.UO 

n  nft 

u.uo 

+  537 

0.66 

0.59 

-0.07 

+  12 

0.85 

0.84 

-0.01 

-52 

0.65 

0.39 

-0.26 

+  10 

0.70 

0.70 

+  J 

u.o/ 

n  on 

-L  n  m 

-\-  U.Uo 

-41 

0.53 

0.47 

-0.06 

+  36 

1.59 

1.85 

+  0.26 

+  30 

0.56 

0.56 

+  20 

0.78 

0.86 

+  0.08 

+  1 1 

u.o  1 

n  A") 

J-  n  ni 

+  U.U  1 

+  107 

0.60 

0.78 

+  0.18 

+  9 

0.61 

0.56 

-0.05 

NM 

1.02 

0.98 

-0.04 

-25 

1.18 

1.11 

-0.07 

—  Oi 

\J.70 

n  ft! 

—  U.  1  z 

+  15 

0.37 

0.37 

+  152 

0.48 

0.64 

+  0.16 

-2 

0.88 

1.13 

+  0.25 

NM 

0.00 

-0.26 

-0.26 

NM 

0.78 

0.86 

+  0.08 

— jO 

n  "in 

U.  Jw 

u.oz 

n  ift 

—  U.  1  0 

+  27 

0.93 

0.96 

+  0.03 

236 

0.68 

0.83 

+  0.15 

NM 

1.37 

1.33 

-0.04 

+  ^0 

A  Aft 

^  n  07 

+  11 

0.28 

0.29 

+  0.01 

+  177 

3.22 

4.19 

+  0.97 

+  52 

0.86 

1.25 

+  0.39 

NM 

0.09 

0.02 

-0.07 

+  355 

0.66 

1.06 

+  0.40 

-11 

0.31 

0.29 

-0.02 

Current  qtr.  sales 

Qtr.  profits 

Est.  EPS 

Reported 

(Millions) 

%  chg. 

(Millions) 

%  chg. 

(8/19) 

EPS 

Diff. 

FEDERAL  EVPPESStt 

2  015  7 

+  8 

32.9 

+  //4 

f\  AO 

U.oU 

+  U.  1  / 

FIRST  CHICAGO 

NA 

NA 

284. 1 

NM 

1.15 

3.14 

+ 1  99 

GANNETT 

876.5 

+  3 

88.8 

+  12 

0.61 

0.61 

GRAINGER  (W.W.) 

698.8 

+  11 

38.7 

+  4 

0.75 

0.75 

HCA 

1,253.0 

-1 

73.1 

NM 

0.41 

0.41 

HOST  MARRIOTT 

2  028  0 

+  4 

27.0 

+  4 

\J.LI 

r^  o  1 

A  AA 
-U.UO 

McKESSON 

3^028.3 

4-  A 

29.7 

0.63 

0.69 

+  0.06 

MERRILL  LYNCH 

4,147.0 

+  22 

359J 

+  57 

2.37 

3.14 

+  0.77 

MORGAN  (J.P.) 

NA 

NA 

468.0 

+  46 

1.56 

2.30 

+  0.74 

MORRISON  KNUDSEN 

733.8 

+  26 

9.3 

NM 

0.29 

0.30 

+  0.01 

OFFICE  DEPOT 

659.9 

+  52 

17.2 

+  76 

0.15 

0. 18 

1    A  AO 

+  O.Oj 

PAINEWEBBER  GROUP 

1,043.3 

59.1 

4-  14 

0.82 

1.12 

+  0.30 

PRIMERICA 

2,015.7 

+  62 

258.7 

+  57 

0.99 

0.96 

-0.03 

ROADWAY  SERVICES 

983.9 

+  18 

29.0 

-12 

0.83 

0.74 

-0.09 

SAFEWAY 

3,558.9 

+  3 

42.1 

+  111 

0.29 

0.34 

+  0.05 

SOUTHWEST  AIRLINES 

554.4 

+  24 

43.9 

+  63 

0.33 

0.31 

-0.02 

TIME  WARNER 

3,700.0 

4-  6 

-1 11.0 

NM 

-0.15 

-0.30 

-0.15 

WELLS  FARGO 

NA 

NA 

165.0 

+  588 

2.45 

2.74 

0.29 

TECHNOLOGY 

24,635.1 

+  12 

1,488.5 

+  54 

0.60 

0.58 

-0.02 

ADVANCED  MICRO  DEVICES 

418.4 

+  17 

0  1  .i 

+  25 

U.6o 

U.O  1 

A  A7 

-U.U/ 

APPLE  COMPUTERttt 

2,140.8 

4-91 

2.7 

-97 

-0.04 

0.02 

+  0.06 

COMPAQ  COMPUTER 

1,746.2 

+  64 

106.8 

+  116 

1.00 

1.26 

+  0.26 

DIGITAL  EQUIPMENTt 

3,014.9 

-9 

-103.2 

NM 

-0.11 

-0.76 

-0.65 

GENENTECH 

165.4 

+  31 

15.5 

+  102 

0.10 

0.13 

+  0.03 

HONEYWELL 

1  452.3 

-6 

80.9 

-53 

0.61 

0.60 

-0.01 

INTEL 

2^239.8 

-1-  S7 

584.4 

+ 143 

1 .33 

1.33 

LOTUS  DEVELOPMENT 

240.1 

+  16 

18.3 

-39 

0.34 

0.41 

+  0.07 

MOTOROLA 

4,408.0 

+  30 

254.0 

+  100 

^.11 

0.88 

+  0.11 

MICROSOFTt 

983.0 

+  20 

239.0 

+  14 

0.77 

0.79 

+  0.02 

POLAROID 

533.9 

+  4 

24.9 

-10 

0.49 

0.53 

+  0.04 

STORAGE  TECHNOLOGY 

304.0 

-21 

-108.7 

NM 

-0.18 

-0.76 

-0.58 

SUN  MICROSYSTEMSt 

960.5 

+  12 

16.6 

+  244 

0.26 

0.16 

-0.10 

TEXAS  INSTRUMENTS 

2  161 .0 

+  14 

147.0 

+  153 

1.08 

1.54 

+  0.46 

UNISYS 

1^806.7 

-13 

84. 1 

0.21 

0.33 

+  0. 12 

WESTINGHOUSE  ELEQRIC 

2,060.0 

-9 

65.0 

-29 

0.24 

0.15 

-0.09 

UTILITIES  &  TELECOM 

21,914.3 

+  5 

1,783.5 

-16 

0.77 

0.65 

-0.13 

AMERITECH 

2  946.8 

+  5 

363.0 

+ 10 

1 .33 

1 .33 

BELL  ATLANTIC 

3!289.6 

T  -J 

386.7 

_2 

0.87 

0.89 

+  0.02 

DOMINION  RESOURCES 

1,287.1 

+  19 

199.0 

+  33 

0.96 

1.20 

+  0.24 

GTE 

4,943.0 

0 

558.0 

+  20 

0.57 

0.59 

+  0.02 

PACIFIC  TELESIS 

2,602.0 

+  4 

323.0 

+  13 

0.73 

0.77 

+  0.04 

PUBLIC  SERVICE  ENT.  GRP. 

1,402.0 

+  12 

192.2 

+  39 

0.78 

0.79 

+  0.01 

SPRINT 

2,867.6 

+  9 

136.7 

+  9 

0.49 

0.39 

-0.10 

US  WEST 

2,576.2 

+  5 

-375.1 

NM 

0.72 

0.70 

-0.02 

I  available  NM  =  not  meaningful  tfirst-quarter  results  tt  Second-quarter  results  ttt  Fourth-quarter  results 
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0  been  slashing  prices  on  key  brands 
reduce  the  premium  it  charges.  In 
ly,  it  hacked  15%'  from  the  Hst  price  of 
[uid  Tide,  and  in  mid-October,  it  an- 
anced  that  Charmin's  price  would 
ne  down  by  2%. 

50  far,  Artzt  has  succeeded  in  paying 
'  his  price  cuts  in  toilet  paper,  diapers, 

1  other  businesses  by  reducing  costs, 
leed,  at  6.8%',  Procter's  net  margins 
!  at  their  highest  in  nearly 
decade.  But  the  company 
ist  still  bolster  sagging  rev- 
aes,  which  are  being  hurt 

price-cutting  and  divesti- 
•es.  Indeed,  analysts  expect 
octer's  revenues  for  the 
arter  ended  Sept.  30.  to  be 
wn  from  the  $7.9  billion  it 
oked  a  year  ago. 
Wall  Street  is  betting,  how- 
^x,  that  P&G  is  poised  to 
ike  significant  profit  gains. 


With  the  stronger  dollar  depressing 
overseas  results  and  a  retroactive  tax 
bill  hitting  under  the  new  Clinton  tax 
plan,  analysts  expect  Procter's  net  for 
the  Sept.  30  quarter  to  rise  about  8%- 
from  the  same  period  last  year,  to  $657 
million.  And  that  doesn't  reflect  the 
13,000  job  cuts  that  Artzt  announced  last 
July  as  part  of  a  plant  consolidation  and 
organizational  streamlining  that  he  says 


▲  PERCENT 
•EXCLUDES  ACQUISITIONS  AND  DIVESTITURES 


will  save  $500  million  by  1995  or  1996.  As 
the  cost-cutting  kicks  in,  analysts  antici- 
pate that  earnings  will  rise  13%  for  the 
full  fiscal  year,  which  ends  next  June. 
With  that  in  mind,  investors  have  driven 
P&G's  share  up  iVi  points,  to  nearly  53, 
since  Oct.  1. 

DIAPER  FIGHT.  Many  factors,  of  course, 
could  intervene  in  the  rosy  profit  scenar- 
io. P&G  still  has  to  show  that  new  prod- 
ucts will  help  it  regain  ground 
in  disposable  diapers.  Foreign 
sales  gains,  until  lately  a  big 
source  of  growth  for  the  com- 
pany, are  slowing.  And  price 
pressure  remains  intense. 

In  short,  p&g's  markets  still 
are  far  from  friendly.  But  if  it 
can  turn  the  gains  it  has  al- 
ready made  into  bigger  ones, 
it  may  be  on  the  upswing. 

By  Zachary  Schiller  in 
Cleveland 
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DRUGS I 


CAN  A  1,245%  MARKUP  ON 
DRUGS  REALLY  BE  LEGAL? 


Pharmacists  are  taking  manufacturers  to  court  to  find  out 


Three  weeks  before  the  White 
House  unveiled  its  health-care  re- 
form plan,  Hillary  Rodham  Clinton 
told  a  trade  group  of  retail  pharmacists 
what  they  wanted  to  hear.  Come  reform, 
she  said,  they,  too,  would  enjoy  the  big 
price  breaks  that  drugmakers  offer 
health-maintenance  organizations  and 
other  select  buyers. 

The  pharmacists,  however,  aren't  tak- 
ing any  chances.  On  Oct.  14,  Rite  Aid 
Corp.,  nine  other  chains,  and  10  indepen- 
dents filed  suit  against  seven  big  drug- 
makers.  Their  claim:  The  manufacturers' 
discounts  amount  to  illegal  price  dis- 
crimination. Drugmakers  "have  operated 
with  impunity — until  now,"  charges  Rite 
Aid  Chief  Executive  Alex  Grass. 
BRAKING  FORCE.  On  the  surface,  it  seems 
hard  for  the  drug  companies  to  justify 
the  often  huge  disparities  in  their  prices. 
Schering-Plough  Corp.,  for  instance, 
charges  hospitals  just  $2.03  for  100  tab- 
lets of  its  potassium  supplement,  K- 
DUR,  while  retail  pharmacies  pay 
$27.31— a  1,245'/-  markup  (chart).  Most 
of  the  drugmakers  won't  discuss  their 
prices  or  the  suit,  which  they're  fighting. 
A  Schering  spokesman  defends  the  com- 


PLAYING  $48  31 
EAVORITES?  1 


HMO  PRICE 


SCHERING^LOUGH  ,  AMERICAN  HOME 
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pany's  pricing  as  legal  and  calls  the  suit 
"reckless  and  groundless." 

The  pharmacies  face  an  uphill  battle 
with  their  litigation — both  politically  and 
practically.  For  starters,  drugmakers 
grant  price  breaks  because  they  have  no 
other  choice.  HMOs  and  hospitals  can 
choose  the  drugs  they  want  to  stock, 
and  so  pit  manufacturers  against  one 
another  to  win  bargains.  Retail  pliarma- 
<  i;\s  have  to  stock  nearly  everything,  or 
lose  customers  to  a  store  around  the 
conirr.  What's  more,  pressure  i -om 
HMOS,  hospitals,  and  mail-order  buyers, 


which  account  for  more  than  30%  of 
U.  S.  drug  sales,  helps  keep  prices 
down — and  reformers  won't  want  that 
to  change. 

The  retail  pharmacies  also  have  a 
tough  legal  case  to  prove.  The  drugmak- 
ers can  argue  they  have  to  offer  such 
breaks  to  HMOs  or  lose  business.  They 
don't  face  the  same  risk  with  retail  phar- 
macies. Indeed,  the  Federal  Trade  Com- 
mission has  already  found  no  fault  with 
the  drug  manufacturers'  differential 
pricing  policies. 

Still,  a  court  victory  is  not  the  only 
thing  the  pharmacists  want.  One  drug 
executive  snipes  that  the  pharmacies 
have  already  achieved  what  he  sees  as 
their  key  goal:  publicity.  The  druggists' 
!'R  campaign  may  prove  ill-timed.  IDrug 
companies  can  argue  that  they're  al- 
ready under  too  much  pressure.  On  Oct. 
19,  Pfizer,  Upjohn,  and  American  Cyana- 
mid  announced  plans  to  slash  7,000  jobs. 
GOLDEN  OPPORTUNITY.  In  the  end,  the 
pharmacists'  real  impact  may  be  in  help- 
ing to  shape  health-care  reform  with 
their  litigation.  And  there's  plenty  of  liti- 
gation ahead:  Attorney  Joseph  L.  Alioto, 
the  former  San  Francisco  mayor,  recent- 
ly filed  several  pric- 
ing-discrimination 
suits  against  drug- 
makers.  Two  other 
pricing  suits  are  ex- 
pected soon,  says 
John  Rector,  general 
counsel  of  the  Na- 
tional Association  of 
Retail  Druggists,  the 
trade  association 
that  is  coordinating 
the  Rite  Aid  case. 

By  suing  now,  the 
retail  pharmacies 


PHARMACY  PRICE 
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figure  they  are  setting  the  tone  for  the 
big  fight  to  come.  The  drug  companies 
oppose  any  form  of  price  control,  so  they 
were  almost  certain  to  mount  a  court 
fight  against  the  Clinton  Administra- 
tion's plans  to  limit  differential  pricing — 
even  if  the  druggists  hadn't  t^iken  their 
action.  Now,  the  retail  pharmacies  are 
forcing  the  courts  and  Capitol  Hill  to 
take  sides  sooner  rather  than  later.  It's 
clear  that  in  health-care  reform,  little  of 
the  medicine  will  go  down  easy. 

By  Joseph  Weber  in  Philadelphia,  with 
Catherine  Yang  in  Washington 


PUBLIC  POLICY  I 


EDUCATION  IS  A  PRIORITY,  SAY  TAXPAYERS 


TICKED  OFF 
OVER  TAXES 


A  BUSINESS  WEEK/Harris  Poll  fine 
Americans  angry  and  pessimistic 


There's  nothing  politicians  like 
promise  as  much  as  a  tax  cut,  b' 
they  shouldn't  expect  voters  to  b 
lieve  them.  A  new  BUSINESS  WEEK/Ha 
ris  Poll  found  that  an  overwhelming  87 
of  respondents  say  they  expect  their  ta 
es  to  increase  during  the  next  few  j'eai 
Maybe  that's  why  a  tax-cut  pledge  pad 
little  political  punch:  53%  said  such 
vow  would  have  no  impact  on  their  vo 
for  a  candidate. 

On  the  flip  side,  though,  sa' 
they'd  be  less  likely  to  vote  for  a  can 
date  who  intends  to  raise  taxes.  Ai 
small  wonder:  Fully  67'/^  believe  th' 
have  "reached  the  breaking  point"  i 
tiixes.  That's  up  from  65%-  in  1983  ai; 
the  highest  since  Louis  Harris  &  As; 
ciates  began  tracking  the  issue  in  1961 
People  don't  think  they're  getti 
much  for  their  money,   either.  M 
Americans — 69% — think  their  fedei 
levies  are  too  high  considering  wl 
they  get  in  exchange,  while  677'  feel  t 
same  way  about  st;ite  and  local  taxi 
And,  by  a  2-to-l  margin,  the  public  lac , 
confidence  that  money  raised  by  pr 
tax  hikes  was  used  efficiently. 

But  73%'  say  they'd  be  at  least  son 
what  willing  to  accept  higher  taxes 
they  were  certain  that  the  money  woi 
be  effectively  spent.  And  they  ha 
some  clear  priorities  for  earmarked  t 
increases:  Among  those  saying  they'd 
very  willing  to  pay  more  for  specific  p 
poses,  job  creation  ranked  first,  follow 
by  education.  Defense  and  welfare  i 
ished  last. 

Voters  seem  to  see  higher  levies 
health  as  inevitable.  Eight  in  10  say  I 
Clinton's  plan  for  health-care  reform  \ 
require  more  taxes  than  currently  p 
posed.  And  66%  say  they  are  at  le 
somewhat  willing  to  pay  more. 


Business  Week/Harris  Poll 


THE  lOWDOWN  ON  HIGH  TAXES 


HE  BREAKING  POINT 

I  As  far  as  you  and  your  family  are  concerned, 
o  you  feel  you  fiave  reached  the  breaking 
oint  on  the  amount  of  taxes  you  pay  or  not? 

eached  breaking  point  67% 

Jot  reached  breaking  point  28% 

Jot  sure  5% 


iRIM  EXPEQATIONS 

1  In  the  next  few  years,  do  you  expect  that  your  taxes  will  go  up, 

0  down,  or  stay  about  the  same? 

70  up  87%    Stay  about  the  some  9% 

70  down  2%    Not  sure  2% 

OCUSING  ON  WASHINGTON... 

1  Considering  what  taxpayers  Much  too  high  28% 

et  from  the  federal  government.  Somewhat  high  41% 

'ould  you  say  youi  federal  About  right  24% 

icome  taxes  are  much  too  high,  Somewhat  low  4% 

Dmewhat  high,  about  right,  some-  Much  too  low  2% 

'hat  low,  or  much  too  low?  Not  sure  1% 

..ANDCIOSERTOHOME 

I  Considering  what  taxpayers  get  from  Much  too  high  31% 

ate  and  local  governments,  would  Somewhat  high  36% 

ou  say  your  state  and  local  income  About  right  27% 

ixes  and  property  taxes  ore  much  Somewhat  low  3% 

)0  high,  somewhat  high,  about  right.  Much  too  low  1% 

Dmewhat  low,  or  much  too  low?  Not  sure  2% 

UMBUNG  ON  THE  HIKES 

I  When  your  taxes  have  been  increased  in  the  post,  how  confident 
re  you  that  the  money  was  effectively  spent  on  meeting  public 
eeds— very  confident,  somewhat  confident,  or  not  confident  at  all? 

ery  confident  2%    Not  confident  at  all  66% 

omewhat  confident  30%    Not  sure  2% 

EA6AN  REDUX 

I  During  the  Reagan  Administration,  federal  tax  rates  were  re- 
uced,  and  some  states  also  reduced  their  taxes.  What  effect,  if 
ny,  do  you  think  those  tax  reductions  had  on  government  services 
uring  the  1980s?  Did  government  services  become  better,  worse, 
r  did  the  tax  reductions  hove  no  impact  on  government  services? 

etter  12%     No  impact  54% 

/orse  29%     Not  sure  5% 

lONEY  WELL  SPENT? 

I  If  you  were  certain  that  an  increase  in  taxes  would  be  effectively 
)ent  on  meeting  public  needs,  how  willing  would  you  be  to  pay  in- 
■eased  taxes— very  willing,  somewhat  willing,  or  not  willing  at  all? 

ery  willing  20%    Not  willing  at  all  26% 

omewhat  willing  53%    Not  sure  1% 

ROMISES,  PROMISES 

I  If  a  candidate  for  President  of  the  U.S.,  governor  of  your  state, 
r  mayor  of  your  town  says  that  he  or  she  will  lower  your  taxes  if 
lected,  would  that  make  you  much  more  likely  to  vote  for  that 
andidate,  somewhat  more  likely,  somewhat  less  likely,  much  less 


likely,  or  would  it  have  no  impact  on  how  likely 
you  were  to  vote  for  that  candidate? 

Much  more  likely  8%  Much  less 

Somewhat  likely  6% 

more  likely  20%  No  impact  53% 

Somewhat  less  likely  ...  9%  Not  sure  4% 

THE  MONDAIE  lAQOR 

■  Now,  if  a  candidate  for  President  of  the  U.S.,  governor  of  your 
state,  or  mayor  of  your  town  soys  that  he  or  she  will  raise  your  tax- 
es if  elected,  would  that  moke  you  much  more  likely  to  vote  for  that 
candidate,  somewhat  more  likely,  somewhat  less  likely,  much  less 
likely,  or  would  it  have  no  impact  on  how  likely  you  were  to  vote 
for  that  candidate? 

Much  more  likely  2%    Much  less  likely  30% 

Somewhat  more  likely  6%    No  impact  36% 

Somewhat  less  likely  24%    Not  sure  2% 

PICKING  PRIORITIES 

■  How  willing  would  you  be  to  pay  higher  taxes  if  you  knew  that 
all  of  the  added  taxes  were  being  spent  on  each  of  the  following- 
very  willing,  somewhat  willing,  or  not  willing  at  all? 

Very  willing  Somewhat  willing  Not  willing  Not  sure 

Creating  jobs  55%  36%  9%  0% 

EducoHon  52%  38%  9%  1% 


Fighting  crime  50%  40%  9%  1% 

Fighting  drug  abuse  48%  39%  12%  1% 


reform  . . .  37%  43%. 


18% 


.2% 


Heolth-i 

Social  security  32%  49%  18%  1% 

Reducing  the  federal  govern- 
ment's budget  deficit  31%  46%  23%  0% 

The  environment  29% 

Homelessness  28% 


.  51%. 
.  53%. 


19% 
18%. 


1% 
1% 


National  defense  15%  49%  35%  1% 

Welfare  9%  38%  52%  1% 

CUHTOH'S  HEALTHOHOMICS... 

■  As  you  may  know,  a  great  deal  of  attention  has  been  given  re- 
cently to  health-core  reform.  Under  the  President's  proposal,  every- 
one will  be  provided  with  health  insurance,  with  the  extra  cost 
covered  by  savings  from  reforming  the  health-care  system,  plus  an 
increase  in  cigarette  taxes  and  a  small  tax  increase  on  large  con> 
ponies.  Do  you  think  that  these  will  be  enough  to  pay  for  health- 
care reform,  or  do  you  think  that  other  taxes  will  be  necessary? 

Will  be  enough  15% 

Other  taxes  will  be  necessary  80% 

Not  sure  5% 

...AHD  WHAT  IF  HIS  NUMBERS  ARE  OFF? 

■  If  other  taxes— such  as  on  increase  in  your  federal  income  tax- 
ore  necessary  to  pay  for  the  President's  health<a re-reform  proposal, 
how  willing  would  you  be  to  pay  them  in  exchange  for  health<are 
reform— very  willing,  somewhat  willing,  or  not  willing  at  all? 

Very  willing  18%    Not  willing  at  all  33% 

Somewhat  willing  48%    Not  sure  1% 

Edited  by  Mark  N.  Vamos 

Survey  of  1,252  adults  conducted  Oct.  14-18  for  BUSINESS  WEEK  by 
Louis  Harris  &  Associates  Inc.  Results  should  be  accurate  to  within  three 
percentage  points. 
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OFF  AND  RUNNING 
ON  THE  DATA  HIGHWAY 


The  megadeal  has  Uncle  Sani  struggling  to  catch  up 


Even  before  he  became  the 
Clinton  yVdministration's 
techno-guru,  Al  Gore  had  a  vi- 
sion of  a  new  U.  S.  superhigh- 
way system,  made  not  of  con- 
crete and  steel  but  of  copper 
"jJUllj     wire  and  optical  fiber.  Under 
Uncle  Sam's  guiding  hand,  in- 
dustry  would  connect  every 
I  nook  and  cranny  of  America 
into  a  vast  new  network.  The  highways 
would  carry  a  flood  of  information  to 
and  from  homes,  offices,  and  schools, 
changing  the  way  we  live. 

Funny  thing  about  government  inten- 
tions: Even  as  Clinton's  National  Infor- 
mation Infrastructure  task  force  begins 
to  study  the  issues,  industry  is  racing  to 
build  it.  The  Oct.  13  announce- 
ment of  a  planned  $12  billion- 
plus  merger  between  Bell  At- 
lantic Corp.  and  Tele- 
Communications  Inc.  leaves 
the  Administration  and  Con- 
gress playing  catch-up.  Un- 
less Uncle  Sam  gets  his  regu- 
latory act  together  before 
other  deals  are  cut,  warns 
Representative  Rick  Boucher 
(D-Va.),  "the  government  will 
not  have  an  ojiportunity  to  af- 
fect the  future  of  the  commu- 
nications industry." 


Before  Bell  Atlantic  and  TCI  can  com- 
bine, the  deal  must  be  cleared  by  the 
Justice  Dept.,  the  Federal  Communica- 
tions Commission,  and  an  army  of  local 
authorities  (table).  While  the  opposition 
of  political  heavyweights  could  slow  ap- 
proval, the  merger  is  expected  to  negoti- 
ate the  government  maze  eventually.  In- 
deed, rather  than  sharing  the  fears  of 
some  in  Congress  that  the  combination 
will  create  a  dangerous  monopoly  (page 
37),  federal  antitrusters  are  already  sali- 
vating at  the  prospect  of  increased  com- 
petition. "This  seems  terrific,"  explains 
one  federal  official.  "Eventually,  you 
may  have  Bell  operating  companies  com- 
peting against  each  other  through  cable 
or  other  phone  companies,  like  cellu- 


KEEPING  THE  BUREAUCRATS  BUSY 


Regulatory  hurdles  to  BjellAflanfic's  acquisition  of  TCI: 


AHTITRUST  The  Justice  Dept.  and  the  Federal  Trade  Commission 
must  conclude  that  the  deal  does  not  sti*le  competition 


COMMUNICATIOHS  The  Federal  Communications  Commission 
must  allow  the  transfer  of  TCI's  microwave  licenses  to  Bell  Atlantic 


STATE  Public  utility  commissions,  which  oversee  phone  service, 
and  other  agencies  regulating  cable  will  review  the  merger 


MUHiCIPAl  1 ,600  city  councils  around  the  country  must  approve 
the  transfer  of  TCI's  local  cable  licenses 


DATA:  BUSINESSWEEK 


lar,  in  each  other's  regional  market 
The  real  question  remains:  What  is  t 
government's  role  in  the  long-term  p 
ture?  The  Clinton  Administration  insi: 
that  a  new  network,  like  the  curre 
phone  system,  must  be  accessible  to 
eryone,  even  if  hookups  to  individual 
ers  prove  to  be  money-losers.  At  t 
same  time,  the  Feds  want  the  networ 
to  be  built  and  run  by  industry,  which 
naturally  more  interested  in  profit  th 
social  policy.  As  a  result,  "the  Admin 
tration  seems  to  have  conflicting  go: 
right  now,"  says  Fred  W.  Weingart( 
who  is  executive  director  of  the  Comp 
ing  Research  Assn.,  a  group  of  acaden 
researchers. 
HUB  AND  SPOKE?  What's  more,  dai 
highway  pundits  warn  that  the  me( 
companies  "are  not  really  interested 
putting  in  a  true  information  infrastr 
ture,"  .says  Michael  Dertouzos,  direct 
of  the  computer  science  lab  at  Mas 
chusetts  Institute  of  Technology.  Wl 
some  companies,  especially  cable  ope 
tors,  typically  envision  are  hub-ar 
spoke  networks  that  deliver  enterta 
ment  and  information  from  a  cent 
point  (page  38).  In  contrast,  DertouzoJ- 
along  with  the  Administration — wants 
create  "a  place  where  eve 
one  has  equal  opportunity 
buy  and  sell  and  exchange 
formation,  rather  than  to 
fed  things"  from  a  sin, 
source. 

Bell  Atlantic,  anyway, 
sists  that  its  plans  mesh  w 
the  Administration's.  "Int 
activity  is  part  of  our  visio! 
says  a  spokeswoman.  No 
theless,  Bell  Atlantic,  TCI,  £ 
other  companies  that  follov 
similar  path  can  expect  g 
ernment  regulators  to  try 
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-tune  their  vision.  Later  this  year, 
infrastructure  task  force,  which  is 
by  the  Commerce  Dept.,  will  begin 
rings  to  thrash  out  long-term  guide- 
3  for  industry.  "It  is  a  significant 
lenge  to  keep  up  with  what's  going 
but  we've  got  a  good  process  set  in 
ion,"  says  one  task-force  official, 
he  Clintonites  say  it's  too  early  to 
about  potential  legislation  or  regula- 
s  aimed  at  shaping  the  superhigh- 
.  But  some  actions  aren't  hard  to 


predict.  For  example,  Boucher  has  intro- 
duced a  bill  allowing  cable  companies  to 
compete  directly  with  the  regional  Bells. 
But  he  would  impose  an  important  condi- 
tion: "The  government  needs  to  maintain 
the  requirement  of  universal  access," 
Boucher  says.  In  addition,  says  Dertou- 
zos.  Uncle  Sam  should  begin  helping  in- 
dustry set  common  standards  to  allow 
all  the  new  networks  to  communicate. 

Can  the  Administration  play  the  deli- 
cate role  of  shaping  a  private  superhigh- 


way to  its  own  vision?  That's  not  clear. 
What  is  obvious,  however,  is  that  the 
government  must  act  quickly.  "You 
don't  have  to  suspect  Bell  Atlantic  and 
other  mergers  of  illicit  intent  to  say  that 
they  are  restructuring  the  industry  and 
preempting  policy  decisions,"  says  Wein- 
garten.  For  better  or  worse,  it  seems, 
the  U.  S.  is  building  an  information  su- 
perhighway without  a  blueprint. 

By  Join/  Carey,  with  Mark  Lciryi)  and 
Catherine  Yang,  in  Washington 


Commentary/by  Mark  Lewyn 

MEDIA  MERGERS:  WHY  WASHINGTON  SHOULD  BUTT  OUT 


The  reaction  was  swift  and 
predictable.  As  soon  as  Bell 
Atlantic  Corp.  announced  its 
plan  to  buy  Tele-Communica- 
tions Inc.,  Senator  Howard 
M.  Metzenbaum  cried  "anti- 
trust." In  calling  an  Oct.  27 
hearing  by  his  antitrust  sub- 
committee into  the  "ominous 
trend"  of  media  mergers,  he 
;lared:  "Consumers  are  facing  a 
gamonster." 

VIetzenbaum  should  tone  down 
'  rhetoric.  When  it  comes  to  the 
information  superhighway, 
iiticians  and  consumer  advo- 
.es,  such  as  the  Ohio  Democrat, 
eaten  to  keep  America  travel- 
:  the  backroads  of  its  past. 
These  critics  figure  that  bigness 
inherently  bad,  at  least  insofar 
it  thwarts  competition,  and  that 
^s  government's  role  to  protect 
isumers  from  the  dark  under- 
ly  of  technological  upheaval, 
rtainly,  they  have  some  legiti- 
te  worries:  There  is  danger 
en  a  single  company  provides 
jrything  from  local  phone  ser- 
e  to  entertainment-on-demand, 
m  banking  services  to  on-line 
ication. 

iNESS  AS  USUAL?  But  in  this 
rger.  the  free-market  techies 

0  believe  that  new  competition 

1  actually  prevent  abuses  have 
:  better  case.  Congress  has  a 
e  to  play  in  protecting  public  inter- 
s  as  the  nation's  telephone  and  ca- 
-television  systems  evolve,  but  for 
!  most  part,  Washington  should  butt 
t.  "Congress  loves  to  play  this 
me — that  not  a  sparrow  will  fall  un- 
s  they  will  it,"  says  Reagan  Admin- 
'ation  antitrust  chief  William  F. 
xter,  now  a  Stanford  University  law 
)fessor.  "The  best  thing  they  can  do 
this  case  is  to  stay  the  hell  out  of 
•  way." 

Wuch  of  the  concern  in  Washington 


stems  from  the  sheer  size  of  the  com- 
munications combines  that  are  now 
emerging.  But  even  the  most  aggres- 
sive trustbusters  have  abandoned  the 
notion  that  bigness  is  bad  per  se.  Size 
will  be  increasingly  important  in  the 
communications  industry — and  consoli- 
dation such  as  the  Bell  Atlantic  deal  is 
being  driven  by  fundamental  economic 
forces.  New  technologies,  such  as  the 


wireless  phone  systems  known  as  PCS, 
or  personal  communications  services, 
are  expensive.  Companies  need  deep 
pockets  to  develop  them. 

There  are  more  important  issues  for 
regulators  to  address.  One  is  safe- 
guarding competition  in  the  short  term. 
Since  most  U.  S.  homes  are  already 
wired  both  for  phone  and  cable  service, 
chances  are  good  that  most  Americans 
ultimately  will  have  access  to  two  com- 
peting information  highways.  But  for 
now,  it  makes  sense  to  prevent  cable 


operators  and  local  phone  companies 
from  buying  systems  in  their  service 
areas.  Bell  Atlantic  plans  to  avoid  that 
issue  by  spinning  off  TCl  operations 
that  overlap  its  own. 
BANDWIDTH  SHARE.  The  government 
should  also  ensure  that  the  owners  of 
the  information  highway  provide  ac- 
cess to  all  comers  at  a  fair  price.  For- 
mer Lotus  Development  Corp.  CEO 
Mitchell  D.  Kapor  suggests  that 
the  government  allow  the  owner 
of  each  information  network — 
whether  a  phone  company,  a  cable 
operator,  or  someone  new  to  the 
business — to  use  part  of  the 
"bandwidth"  as  it  wishes — but  re- 
quire that  the  remainder  be  regu- 
lated for  public  uses.  "There  is  a 
government  role  in  making  sure 
that  common  carriage  continues  to 
mean  something,"  says  Kapor, 
who  is  now  chairman  of  the  Elec- 
tronic Frontier  Foundation,  a 
group  that  advocates  open  commu- 
nications networks. 

Finally,  telephone  companies 
still  enjoy  local-service  monopo- 
lies— and  will  for  some  time  to 
come.  The  government  should 
make  certain  that  the  Baby  Bells 
don't  use  monopoly  profits  to  sub- 
sidize new,  unregulated  activities, 
such  as  video-on-demand. 

These  are  vital  concerns.  But 
there  is  plenty  of  room  to  provide 
the  needed  consumer  protections 
and  still  allow,  even  encourage,  con- 
struction of  a  private  information  in- 
frastructure. If  Congress  and  the  Clin- 
ton Administration  drag  their  heels, 
they  risk  crippling  the  development  of 
new  services  and  markets  that  were 
unimaginable  just  a  few  years  ago. 
Policymakers  should  bet  on  their  hopes 
for  the  future,  not  take  counsel  from 
fears  of  the  past. 


Lewyn  covers  comnuDiicntions  policy 
for  BUSINESS  WEEK  from  Washington. 
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THE  INFORMATION  HIGHWAY  I 


THERE'LL  BE  A  HEAVEN 

FOR  COUCH  POTATOES,  BY  AHD  BY 


Getting  wired  for  interactive  services  is  a  complex  feat  of  engineering 


It's  2003,  and  the  bright  prom- 
ises of  a  decade  ago  have 
come  true;  You  really  can 
watch  Rush  Limbaugh  24 
hours  a  day,  study  slime  mold 
in  words  and  pictures,  and 
even  buy  a  shiny  new  couch, 
all  without  getting  up  from 
your  old  couch.  Better  yet,  for 
the  first  time  you  have  a 
choice  of  local  phone  companies.  Interac- 
tivity is  your  life,  and  you're  happy  to 
pay  a  hefty  monthly  bill  for  it. 

Sound  good?  Stop  and  think  for  a  min- 
ute about  what's  going  to  make  all  this 
possible.  Building  the  information  high- 
way across  America  will  be  a  feat  of 
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eotape  from  a  library  and  empties  the 
contents  onto  a  magnetic  platter,  which 
resembles  the  hard-disk  drive  in  a  per- 
sonal computer.  From  there,  the  video  is 
sent  in  bursts  to  silicon  memory  chips.  It 
then  streams  off  those  chips  and  is  di- 
rected through  a  high-capacity  switch  to 
fiber-optic  lines  that  extend  to  a  box  in 
your  neighborhood.  The  box  takes  the 
light  pulses  from  the  fibers  and  converts 
them  into  electromagnetic  pulses,  which 
go  over  a  coaxial  cable  to  the  box  atop 
your  set,  and  then  to  the  screen. 

Got  that?  The  sequence  may  seem 
byzantine,  but  it  has  been  designed  to 
keep  costs  as  low  as  possible  while  satis- 
fying couch  potatoes'  craving  for  instant 
satisfaction.  For  example,  most  pro- 
grams would  be  archived  on  digital  tape 
because  it's  a  cheaper  medium  than 


actions.  By  contrast,  notes  Patrick  ] 
White,  assistant  vice-president  at  Be 
core,  the  Bells'  research  arm,  "transa 
tions  [phone  calls]  represent  the  enti: 
telephone  business  today." 

So  it's  a  natural  fit.  Bell  Atlantic  plai 
to  bring  its  expertise  to  bear  on  TCI  pro 
erties  that  lie  outside  Bell  Atlantic's  se 
vice  area.  It  will  bolster  the  TCI  fiber  aii 
coaxial  network  with  phone  and  vid( 
switches,  plus  lots  of  video  server  sy 
terns,  which  consist  of  the  above-me 
tioned  platters  and  chips  (illustratioi 
Details  of  the  systems — such  as  wheth 
the  home  communication  unit  is  servi 
by  coaxial  or  fiber  and  whether  i 
inside  or  outside  the  house — will  depei 
on  economics.  Local  phone  service  m; 
or  may  not  be  provided.  "The  exact  i 
chitecture  is  not  a  religious  matt 
with  us,"  says  John  W.  Seazholtz,  B 
Atlantic's  vice-president  for  netwo 
technologies. 

NEW  THREAT.  Back  home,  Bell  Atlan 
must  guard  its  flanks  from  counter 
tacks  by  other  companies  that  have  thi 
own  highway  visions  and  ally  the 
selves  with  local  cable  companies  (pa 
138).  Southwestern  Bell  Corp.  threate 
to  do  exactly  that  through  its  $650  n 


AFTER 


CABLE-TV 
SOURCE 


Vv'ith  their  deal,  Bell  Atlantic  and  TCI  plan  to  bring 
their  communications  expertise  to  new  markets- 
challenging  local  phone  monopolies  by 
providing  video-on-demand,  home 
shopping,  and  even  local 
phone  service 

DATA;  BEll  ATLANTIC  CORP,  BUSINESS  WEEK 


BELL  ATLANTIC/TCI 
FULL-SERVICE  NETWORK 


BELl  ATLAHTIC  AND  TCI: 
HOW  THEIR  SYSTEM  COULD  WORK 


In  areas  where  TCI  operates 
but  Bell  Atlantic  does  not,  the 
new  company  may  install 
switches  so  that  phone  calls 
can  be  delivered  to  homes 
over  TCI  cables.  Meanwhile, 
TCI's  network  will  be  up- 
graded with  new  computer 
servers  and  switches  to  delive 
interactive  services  and  video 


\ 

FIBER  OPTIC  CABLES 


engineering  as  massive  as  constructing 
the  railroads  after  the  Civil  War  or  the 
interstate  highways  after  World  War  II. 
The  groundwork  is  being  laid  now,  in 
the  form  of  transactions  such  as  the  pro- 
po.sed  $12  billion  acquisition  by  Bell  At- 
lantic Corp.  of  Tele-Communications  Inc. 
CLICK,  CLICK.  To  understand  how  impor- 
tant this  deal  will  be,  consider  the  com- 
plex technology  that  will  underlie  video 
on  demand,  which  is  expected  to  be  a 
main  revenue-generator  of  the  new  net- 
works. The  idea  is  that  you  can  watch 
anything  in  the  video  library,  anytime. 
Your  computerized  television — call  it  a 
telecomputer — lets  you  scroll  through  a 
menu  of  programs,  click  on  your  choice, 
and  send  an  order  up  the  line. 

That's  where  things  get  hairy.  In  one 
scenario  that's  being  studied,  a  robot- 
like jukebox  pulls  the  correct  digital  vid- 


magnetic  platters.  At  the  other  end  of 
the  chain,  the  system  saves  money  by 
having  everyone  in  the  neighborhood 
share  a  single  fiber-optic  line.  The  coaxi- 
al cables  in  the  final  stretch  to  your 
home  are  the  familiar  wires  that  plug 
into  the  back  of  your  set-top  box  today. 

All  this  helps  explain  why  cable  and 
phone  companies  are  so  attracted  to 
each  other.  Cable  companies'  coaxial 
lines  have  enormous  carrying  capacity — 
not  as  much  as  optical  fibers,  but  far 
more  than  copper  phone  wires.  On  the 
other  hand,  phone  companies  are  mas- 
ters of  the  other  parts  of  the  business: 
switching  signals  down  the  right  fiber 
pipelines,  maintaining  high  reliability, 
and  measuring  customers'  usage  so  de- 
tailed bills  can  be  sent.  To  date,  limited 
pay-per-view  revenue  is  the  cable  indus- 
try's only  experience  with  on-line  trans- 


lion  purchase  of  two  Washington  (D. 
area  cable  systems.  Bell  Atlantic  pli 
to  sell  all  TCI  cable  properties  in  its  s 
vice  area  to  stave  off  antitrust  charg 
Instead,  it  is  experimenting  with  otl 
concepts:  squeezing  video  signals  oi 
plain  phone  wires  by  using  digital  c( 
pression  techniques,  adding  fibers 
fewer  homes  must  share  one,  or 
building  a  high-capacity  network  to 
shared  with  the  local,  independent  ca 
operator — as  in  Morris  County,  N.  J 
Clearly,  there's  no  single  correct  v 
to  build  the  ramps  to  the  informat 
highway.  It  will  take  a  lot  of  engim 
ing  smarts  to  customize  networks  t 
meet  local  needs  at  affordable  pricJ. 
But  the  architects,  such  as  Bell  Atlarf 
and  TCI,  are  starting  now — in  a  big  w 
Couch  potatoes  need  only  lie  and  wa 
Bi/  Peter  Coy  in  New  i 
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UTILITIES  FUND 


Lightning  Strikes  Twice: 
Current  Income,  Capital  Appreciation. 


It  seems  only  natural  that  Franklin  was  the 
first  to  offer  a  utilities  fund. 

The  Franklin  Utilities  Fund,  well-established 
for  over  40  years,  invests  in  the  securities  of 
public  utilities,  primarily  in  the  countiy's 
fastest  growing  regions.  The  investment 
objectives:  current  income  and  capital 
appreciation. 

The  fund  is  professionally  managed  and 
pays  you  quarterly  dividends. 


AVERAGE  ANNUAL  TOTAL  RETURNS' 

10- Year 

5-Year 

1-Year 

13.99^^ 

12.96'^^ 

13.92^^ 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1239 


tRetums  for  the  period  ended  6/30/93  include  the  maximum  4%  initial  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering 
price  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  tluctuate  so  that  your  shares,  when  redeemed,  may  1«> 
worth  more  or  less  than  their  original  cost.  Past  perfonnance  cannot  guarantee  future  results. 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Name 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Utilities  Fund 
including  charges  and  expenses,  I  will  read  it  care- 
fully before  I  invest  or  send  money. 


I  am  currently  a  Franklin  shareholder. 


City/State/Zip 


Daytime  Phone 


MEMBER  $101    BILLION   FRANKLIN/TEMPLETON  GROUP 


BWK93 
1239 


AIRLINE  FARE:  UNITED  SAYS  IT  WILL  SELL  ITS  I  5  FLIGHT  KITCHENS  IF  A  UNION  BUYOUT  FIZZLES 


THE  AIRLINES  TO  LABOR: 
BUY  IN— OR  GET  BASHED 


United  and  American  offer  deals  to  unions  and  brandish  an  ax 


It's  finally  Labor  Day  for  the  airlines. 
After  months  of  posturing  about  the 
need  to  slash  labor  costs,  industry 
leaders  United  Airlines  Inc.  and  Ameri- 
can Airlines  Inc.  now  seem  poised  to  act. 
United  Chairman  Stephen  M.  Wolf  has 
warned  his  unions  that  unless  they  com- 
plete a  deal  to  swap  concessions  for  an 
ownership  stake  by  Nov.  13,  he'll  pro- 
ceed with  drastic  plans  to  overhaul  the 
airline  and  chop  thousands  of  jobs. 
American,  meanwhile,  has  threatened  to 
replace  21,000  flight  attendants  if  they 
strike  in  November.  And  Robert  L. 
Crandall,  American's  fiery  chairman,  is 
calling  for  the  carrier's  other  unions  to 
slash  labor  costs  by  up  to  Wf< — the  first 
time  he  has  put  a  specific  figure  on  how 
big  a  cut  he  wants. 

There's  no  stepping  back  from  this 
confrontation.  Neither  Wolf 
nor  Crandall  argues  that  la- 
bor is  the  cause  of  the  indus- 
try's woes.  But  the  companies 
are  being  hurt  by  continued 
weak  demand  for  travel  and 
hounded  by  rivals  such  as 
Southwest  Airlines  Co. — 
which  has  unit  costs,  at  a 
mere  T.U  per  seat-mile,  up  to 
25'?'  below  their  own.  The  car- 
riers have  little  control  over 
other  big-ticket  items,  such  as 
fuel  and  commissions,  and 
they  have  been  unable  to  halt 


their  fare  wars.  So  they  want  labor  cost 
cuts  at  least  as  big  as  the  ones  North- 
west Airlines  Inc.  recently  won  from  its 
unions  (chart).  Declares  Crandall:  "The 
airline  simply  will  not  work  unless  we 
reduce  our  current  labor  costs." 

Both  Crandall  and  Wolf  are  trying  a 
mix  of  threats  and  promises.  Wolf  is 
working  with  his  unions  to  craft  an  em- 
ployee buyout  that  would  trade  some  $4 
billion  in  cuts  for  up  to  607'  of  the  carri- 
er. Crandall  says  he  might  do  a  swap, 
too,  but  his  unions  don't  want  to  play. 
SABER  RATTLERS.  In  lieu  of  Cooperation, 
Crandall  is  getting  tough.  In  early  Octo- 
ber, American  sent  pamphlets  to  its 
flight  attendants  warning  that  it  may 
permanently  replace  those  who  strike,  as 
the  union  has  threatened  to  do  by  Nov. 
22.  "If  that's  what  we  have  to  do,  that's 


BIG  AIR  PUSHES 
FOR  LOWER  COSTS 


United  and  American  want  to 
follow  Northwest  by  swapping 
equity  fo, 


union  concessions 


UNIT  OPERATING  COST  PER  SEAT  MILE 

FOR  YEAR  ENDING  JUNE  30TH 
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what  we're  going  to  have  to  do,"  sa 
Robert  W.  Baker,  American's  operatio 
head. 

Crandall  also  laid  out  to  Americai 
managers  for  the  first  time  just  what 
wants  from  labor:  work-rule  change 
plus  the  right  to  farm  out  union  jobs 
subcontractors.  Donald  J.  Carty,  Ame 
can's  planning  chief,  says  such  chang 
would  save  up  to  207'  of  the  company 
$5  billion  annual  labor  bill.  He  concede 
however,  that  it  then  would  need  20,0 
fewer  workers — a  stunning  217  redi 
tion.  In  exchange,  American  would  of! 
buyouts  and  job  guarantees. 

United's  Wolf  is  rattling  sabers,  t( 
Insiders  say  the  carrier  has  agreed 
principle  to  sell  the  unions  more  th 
507  of  the  airline,  but  only  if  they  ii 
prove  their  initial  bid  of  $3,345  billion 
wage-and-benefit  cuts  over  five  yeai 
The  unions  have  offered  to  save  $€ 
million  more  by  helping  to  set  up  a  ne 
low-cost  subsidiary  to  compete  w 
short-haul  rivals.  Management  envisic 
a  7,000-employee  carrier  after  five  yei 
with  revenues  of  $1.6  billion  and  ea 
ings  of  $206  million,  negotiators  say.  I 
the  talks  have  bogged  down  over  wo 
rule  changes  for  the  new  operation  a 
over  how  big  it  should  be  allowed  to  g 
MORE  BITE.  With  a  chance  that 
buyout  will  fail.  United  has  been  cook 
up  alternatives.  Wolf  says  to  avoid  m( 
outsourcing,  a  buyout  must  be  done 
fore  the  carrier  completes  the  sale  of 
15  flight  kitchens,  which  employ 
workers,  on  Nov.  13.  Now,  he's  add 
teeth  to  his  warning:  United  recer 
took  bids  to  outsource  work  done 
2,800  mechanics  in  San  Francisco, 
President  John  C.  Pope.  It  also  has 
for  the  work  of  New  York  City-a 
ground  crews  and  plans  to  hire  low 
wage  flight  attendants  overseas 

United,  meanwhile,  is  also  talk 
with  bankrupt  America  West  Airli 
Inc.  Insiders  say  the  companies  are 
amining  whether  United  should 
America  West  or  forge  some  other  tic 
allow  it  to  operate  United's  short-? 
routes  should  the  union  buyout  fal 
However,  these  backup  plans  co 
backfire.  Already,  the  fli 
attendants  left  the  talks  a: 
United  opened  a  new  base 
Oct.  1  in  Taipei,  where  it 
hire  lower-wage  attendant 
staff  flights  in  Asia. 

The  big  airlines  seem  s 
to  be  overhauled.  The  q 
tion:  Will  managers  and  h 
do  it  together,  or  will  cha 
be  imposed  from  above 
fought  from  below? 
By  Kevin  Kelly  in  Chicago 
Wendy  Zellner  in  Dallas. 
Aaron  Bernstein  in  New  ) 
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DISTINGUISHED 

SERVICE 


A  reputation  for  great  service  doesn't  just  happen.  It  begins  with  a  total  corporate  dedication, 
'roviding  the  best  service  possible  is  the  American  Express  mission — at  every  level  of  the  company.  From  our 
Quality  University  where  customer  service  is  the  core  of  all  training,  to  a  Service  Center  dedicated  solely  to 
neeting  the  unique  needs  of  business  customers,  to  the  annual  "Great  Performers"  awards  for  those  who 
)rove  they  can  work  miracles.  It's  this  commitment  that  distinguishes  exceptional  service  from  merely  good. 


Management 
Servioes 


The  American  Express'''  Corporate  Card.  It's  all  business. 


It's  a  commitment  you  deserve. 


')  1993  American  Express  Travel  Related  Services  Company,  Inc. 


PUBLISHING  I 


STERNOPHILES  WAIT— NONE  TOO  PATIENTLY— FOR  HOWARD  TO  SIGN  THEIR  PRIVATE  PARTS 


FROM  RADIO  RAGE, 
RAGING  BEST-SELLERS 


Books  by  Howard  Stem  and  Rush  Linibaugh  are  flying  out  of  stores 


There's  a  line  five  people  deep  wind- 
ing around  the  l)lock  from  the  Wal- 
denbooks  store  on  Wall  Street  in 
New  York  City.  Inside,  people  clutch 
multiple  copies  of  radio  shock-jock  How- 
ard Stern's  book,  Private  Penis,  and 
wait,  none  too  patiently,  to  get  them 
signed  by  the  man  himself.  I  am  here 
only  because  Stern's  people  say  he 
doesn't  give  interviews  to  reporters  who 
aren't  writing  cover  stories  about  him. 
So  I  stand  with  my  book,  hoping  to  get  a 
few  nuggets  of  Stern-speak  with  which 
to  pepper  this  article. 

I  gaze  around  at  the  sea  of  humanity 
waiting  with  me.  It  seems  a  good  cross- 
section  of  Stern's  loud,  mostly  male,  25- 
to-54-year-old  audience.  Someone 
launches  a  volley  of  anti-Semitic  re- 
marks when  he  spots  a  man  in  a  yarmul- 
ke.  The  man  behind  me 
is  pressed  so  close  I  can 
smell  the  Bud  Light  on 
his  breath.  When  I 
glare  at  him,  he  mum- 
bles something  that 
can't  be  printed  here. 
I'd  be  offended,  but 
what  do  I  expect? 
These  are  Howard 
Stern  fans,  after  all. 

Term  it  the  triumph 
of  the  politically  incor- 


rect, a  rage  for  radio  reactionaries. 
Whatever  you  call  it,  Stern  is  riding  the 
crest  of  the  wave.  He's  been  drawing 
crowds  like  this  since  Oct.  7,  when  his 
book  hit  the  stands.  Sales  are  spectacu- 
lar: In  just  12  days,  demand  pushed  Pri- 
vate Parts  into  a  seventh  printing — 
that's  more  than  a  million  copies,  says 
Simon  &  Schuster  Inc.  Now,  the  publish- 
er is  eager  for  Act  II:  its  November 
release  of  talk-radio  star  Rush  Lim- 
baugh's  next  book,  See,  I  Told  You  So. 

Publishers  have  long  known  that  con- 
troversy sells  books.  But  the  industry 
has  hit  almost  unprecedented  pay  dirt  in 
these  two  reviled  and  revered  radio 
hosts.  And  if  you  doubt  whether  tales  of 
such  Stern  gags  as  Butt  Bongo  and  Les- 
bian Dial-a-Date  make  compelling  prose, 
keej)  in  mind  that  The  Howard  Stern 
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Show  is  the  No.  1  morning  radio  show 
New  York,  Los  Angeles,  and  Philac 
phia,  and  a  leader  in  11  other  mark 
Limbaugh  also  outrages  legions  of 
teners — with  his  lambastings  of  "fem 
azis"  and  "environmental  whackos' 
yet  some  20  million  tune  in  to  his  rai 
and  TV  talk  shows  each  week. 
AIR  PLUGS.  In  many  ways,  it's  a  mark 
ing-driven  trend — if  you  want  to 
what  these  guys  do  marketing.  B( 
plug  their  books  often  on  the  air.  "Ii 
lot  of  respects,  publishing  is  still  a 
tage  industry,"  says  Steven  Morvay, 
nior  vice-president  of  marketing  for  W 
denbook  Co.  "With  these  two  autho 
the  business  is  starting  to  really  expk 
the  idea  of  creating  your  own  deman^ 
Shameless?  Sure.  But  the  book  ind 
try  needs  to  boost  sluggish  sales.  Ma 
people  find  Limbaugh  and  Stern  un 
vory.  (Stern  chapter  titles  include  "Y 
I  am  Fartman."  Limbaugh  weighs 
with  "Abortions  and  Rainforests.")  I 
both  authors  clearly  strike  a  ner 
Stern's  tome  hit  the  top  of  the  Publi. 
ers  Weekly  nonfiction  best-seller  list 
most  as  soon  as  it  came  out.  And  th( 
are  2.4  million  copies  of  Limbaugh's  fi: 
book.  The  Way  Things  Ought  To  Be, 
print  a  year  after  publication. 

That  bodes  well  for  Simon  &  Schi 
ter's  plans  to  issue  a  2  million-copy  fi 
printing  of  Limbaugh's  new  book,  d 
Nov.  4.  And  some  observers  see  ho 
here  for  a  crossover  bonus.  Opines  pul 
cist  Stuart  Applebaum:  "Who  know 
[Stern's  fans]  may  like  what  they  see 
much,  they'll  go  back  and  buy  anoti 
book.  They're  cultural  avatars." 

The  avatars  at  Waldenbooks  are  g 
ting  more  obnoxious  (if  that's  possib 
as  we  get  closer  to  Stern.  Suddenly,  I 
in  front  of  him.  "Ahh,  there's 
beeeeeautiful  woman  here,"  he  sa; 
"How  ya  doing,  babe?"  I  go  for  t 
question:  "Are  you  afraid  Rush  Li 
baugh's  book  is  gonna  push  you  out 
the  No.  1  slot  next  week?"  Stern  au 
graphs  my  book.  "Naw,"  he  says, 
not  even  worried  about  it.  He's  a  big  ] 
pumpkinhead."  A  security  guard  shov 
me  aside. 

Oh  well.  At  least  I  have  a  quote,  ev 
though  Stern  calls  Limbaugh  a  "big  i 
pumpkinhead"  on  eve 
show.  As  I  walk  o 
several  Stern  fans  ofl 
to  buy  my  autograph 
copy.  No  way.  Aft 
that  experience,  I  wa 
a  souvenir.  And  w 
knows?  Now  that  I' 
written  about  hi: 
Stern  may  even  ro£ 
me  on  the  air. 

By  Julie  Tilsner 
New  Yort; 
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O  A  job  worth  doing  well  is,  well,  worth  printing  right 
great  detail  O  That's  why  you'll  seek  out  600-dpi 
higher- res olution  scanned  images  O  After  all,  you'll 


O  And  printing  a  document  right  means  printing  with 
printing  for  sharper  graphics  O  Crisper  type  O  And 
wa  nf  to  stand  outin  a  sea  ofcompeting  documents  O 


;D  by  KEITH  H.  HAMMONDS 


S ANYONE  SEEN 

I  NAFTA  BLUEPRINT? 


;  former  New  York  Mets 
ager  Casey  Stengel  once 
irked:  Can't  anybody  here 

this  game?  That's  what 
jorters  are  starting  to 
der  about  President  Chn- 

efforts  to  win  passage 
he  North  American  Free 
le  Agreement.  On  Oct.  19, 
Administration  pro- 
?d — and  then  quickly 
;ed  away  from — a  plan  to 
)se  a  $5  fee  increase  on 
18  tickets  to  pay  for  lost 
'fs  from  trade  liberaliza- 


OSIN6  BELL 


I  FOR 

BELL  IS 
A  BUY 


.4, '93  Oa.19,'93 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 

rGAMERGER— OR 
i  GA-IWEGAIWERGER? 

't  anyone  add?  Here 's  a 
1  t?r  on  the  price  tags  put  on 
I  3ell Atlantic/Tele-Commu- 
I  fions  deal: 

i  BILLION  The  conservative 

note  used  by  BUSINESS  WEEK 
cts  value  of  stock  deal 
.  Excludes  assets  that  can't 
old  to  Bell  under  current 
ilotions. 

.4  BILLION  Time' sand 
■sweek's  figure  adds  in  TCi 
3  liberty  Media  debt. 

1  BILLION  Commonly  used. 

-  ;me5  regulators  allow  Bell 
■  ntic  to  buy  all  of  Liberty's 
:  TCi's  assets,  even  those  at 

2  s  with  existing  lows. 

fi  BILLION  The  New  Yorl< 
^  ?s  also  factors  in  growth  in 
businesses  by  the  time  the 
i  I  is  done. 


tion  with  Mexico  and  Canada. 
The  Administration  has  to 
come  up  with  $2.4  billion  over 
five  years  to  fund  NAFTA,  un- 
der pay-as-you-go  budget 
rules.  The  Clintonites  are  now 
considering  changes  in  in- 
come-tax deduction  schemes. 


THE  SUPER  COLLIDER 
HITS  A  BRICK  WALL 


►  The  $11  billion  Supercon- 
ducting Super  Collider  is  near- 
ing  last  rites.  Opponents  in 
Congress  have  been  gunning 
for  the  mammoth  Texas  atom 
smasher  for  years,  arguing 
that  the  project  is  too  expen- 
sive. On  Oct.  19,  finally,  the 
House  voted  to  send  a  House- 
Senate  appropriations  bill 
back  to  conference  with  in- 
structions to  delete  all  fund- 
ing for  the  SSC,  which  is  de- 
signed to  probe  some  of  the 
deepest  mysteries  of  matter 
and  the  universe.  The  proj- 
ect's staunchest  Senate  sup- 
porter, Bennett  Johnston  (D- 
La.),  conceded  defeat.  "The 
House  was  wrong,"  he  says. 
"But  their  message  on  deficit 
reduction  and  the  SSC  was 
clear  and  unmistakable." 


WHAT  CEOs  THINK 
ABOUT  THEIR  BOARDS 


►  The  tough  standards  out- 
side directors  are  demanding 
for  chief  executives  may  cut 
both  ways.  A  study  of  124 
large,  public  companies  by  ex- 
ecutive recruiters  Heidrick 
Partners  reveals  that  nearly 
407r  of  CEOs  regard  their  out- 
side directors  as  only  "some- 
what effective"  or  worse.  And 
a  big  majority  of  CEOs  think 
corporate  performance  would 
benefit  from  formal  reviews 
of  those  outsiders.  Yet  fear  of 
confrontation  is  cited  by  63'! 
of  the  same  executives  as  rea- 
son for  avoiding  reviews. 


JOHN  SCULLEY  IS 

HIS  OWN  PERSON  NOW 


►  John  Sculley  wanted  to  sa- 
vor the  grit  of  being  an  entre- 
preneur. He'll  get  to.  Three 


HEADLINER 


BARRY  DILLER'S  SILENT  PARTNER 


True  to  his  reputation  as  the 
most  secretive  of  media  mo- 
guls, S.  I.  Newhouse  Jr.  re- 
mains mum  about  his  $500 
million  investment  in  QVC  Net- 
work, announced  Oct.  17.  "He 
doesn't  want  to  talk  at 
all  about  this,"  says 
a  spokeswoman. 

Like  it  or  not, 
the  investment 
by  his  $4.6  bil- 
lion Advance 
Publications — 
which  hinges  on 
QVC's  takeover  of 
Paramount  Commu 
nications — is  bound  to 
thrust  Newhouse  into  the 
limelight.  His  sprawling  em- 
pire, which  consists  of  Conde 
Nast  magazines,  a  newspaper 
chain,  book  publishers,  and 
cable-television  systems, 
places  him  squarely  on  the  in- 
formation-provider side  of 
what  QVC  Chairman  Barry 
Diller  calls  the  evolving  "ar- 


chitecture of  interactivity." 

Hollywood  insiders  say 
Newhouse  and  Diller,  long- 
time friends,  had  discussed  a 
deal  for  weeks  but  that  New- 
house  actually  took  the  initia- 
tive when  Paramount 
came  into  play.  The 
investment  is 
atypical  for  Ad- 
vance. But 
then,  New- 
house  has  been 
tinkering  with 
his  empire  re- 
cently. He  abrupt- 
ly shuttered  his 
Turtle  Bay  Books  pub- 
lishing house  in  February.  In 
April,  he  bought  tony  Bon 
Appetit  and  Architectural 
Digest,  then  killed  Conde 
Nast's  HG,  an  Architectural 
Digest  rival.  Analysts  say 
that  Advance  had  to  make  a 
bold  multimedia  move  now  or 
risk  being  left  behind. 
By  Eliznbctli  Lcsli/  in  New  York 


days  after  resigning  as  chair- 
man of  Apple  Computer,  Scul- 
ley announced  on  Oct.  18  that 
he'll  head  up  tiny  Spectrum 
Information  Technologies,  a 
player  in  wireless  communica- 
tions that  hasn't  turned  an  an- 
nual profit  in  all  of  its  10 
years.  What's  more,  Spectrum 
has  been  accused  of  hyping 
its  growth  potential  and  faces 
shareholder  lawsuits.  Sculley 
says  he  signed  on  with  Spec- 
trum because  "I  didn't  want 
to  be  known  as  a  professional 
manager  going  from  company 
to  company  as  a  hired  gun.  I 


APPLE  NEWTON:  SCULLEY'S  BABY 


wanted  to  be  my  own  per- 
son." Another  possible  motive 
for  Sculley:  improving  wire- 
less technology.  Such  commu- 
nication will  be  key  to  build- 
ing sales  of  Apple's  much- 
maligned  Newton  computer,  a 
product  Sculley  personally  led 
development  on  at  Apple. 


STORM  CLOUDS 
OVER  DISNEY  LAND 


►  Not  a  good  week  for  Walt 
Disney.  First  its  EuroDisney 
resort  outside  Paris  said  it 
would  cut  its  11,000-person 
payroll  by  9'a  (page  .58).  Then, 
Disney's  studio  took  the  un- 
precedented step  of  cutting  a 
scene  from  its  current  film 
T/ie  Program — while  the  flick 
was  playing  in  more  than 
1,200  theaters.  Disney  cut  the 
scene,  in  which  drunken  foot- 
ball players  lie  down  in  a  busy 
street  to  prove  their  tough- 
ness, after  several  teens 
around  the  country  imitated 
the  stunt.  In  Pennsylvania, 
one  youth  was  killed. 
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FORTIS  IS  HERE  TO  PROTEC 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers.. 
That's  the  strength  ofFortis —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


-1.  ( 


P?  •  >  Fortis  Financial  Gra 

K-MUTUAL  FUNliS  v<  ANJ^liij 


.SocUrit  jcft  nff<Ttiati)i<r>uK'h-  noxt^IUvestoni 


VERYONE  IN  YOUR  CASTLE 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


f/ortifi 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD' 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-3 77-  7282. 


It's  about  communication  between  people. 
The  rest  is  technology. 

LARS  RAMQVIST,  President  and  Chief  Executive  Officer,  Ericsson. 


We  expect  to  be  able  to  communicate  with  anyone,  at  any  time,  anywhere.  We  want  to  be  liberated  from  the  constraints  of 
time  and  space.  Distances  are  shrinking.  Traditional  boundaries  are  losing  their  significance. 

We  want  technology  to  work  for  us  as  individuals.  We  expect  it  to  meet  our  sophisticated  communications  needs,  but  still 
be  easy  to  use. 

We  expect  technology  to  provide  us  with  global  freedom,  and  at  the  same  tmie  respect  our  privacy  as  individuals.  It  should 

allow  us  to  reach  others,  but  make  ourselves  available  on  our  terms. 

Today's  technology  makes  almost  anything  possible.  It  is  you  and  I  who  set  the  limits. 

Respecting  people's  need  tor  privacy  is  just  as  miportant  in  the  development  ot  new  telecommunications  solutions  as  it  is  in 
our  day-to-day  communications  with  others. 

Ericsson  provides  innovative,  flexible  solutions  and  services  for  all  types  of  telecommunications  networks  that  are  helping 
our  customers  to  open  up  new  business  opportunities  and  supply  superior  service  to  users.  We  develop  and  maintain  tech- 
nologies not  only  for  today's  needs,  but  for  tomorrow  and  well  into  the  future. 

70,000  Ericsson  employees  are  .;ctivc  in  more  than  100  countries.  Their  combined  expertise  in  switching,  cell'ular,  wireless 
and  network  technologies  make  1  ricsson  a  world  leader  in  telecommunications. 


1  ritsvon  North  America  Inc.,  please  call  (800)  83'S-3742. 

1 '.■l;-!un,iktieb(}l.iget  i  M  Ericsson,  S-126  25  Stockholm,  Sweden. 


ERICSSON  ^ 


lEALTH  REFORM:  DELAY  COULD 
OST  CLIHTON  DEARLY 


M  ^hen  Bill  and  Hillary  Rodham  Clinton  trek  to  Capitol 
Hill  on  Oct.  27  to  deposit  a  1,600-page  health-care 
wlM  hill  on  Congi-ess'  doorstep,  the  stirring  reform  drive 

W  hite  House  launched  in  Septembei'  will  get  a  needed  sec- 

»\  ind.  But  Clinton  will  still  have  to  pay  a  big  price  for  the 
ith  his  advisers  spent  wrangling  over  the  plan's  financing. 
'iil)lic  support  for  Clinton's  health  blueprint  has  dipped 
II  56%  to  51%,  a  recent  poll  shows.  And  opponents  of 
itvin's  heavily  regulatory  approach— Re- 
■  lirans  and  Democrats  alike— have  used 

respite  to  build  a  head  of  steam  for 
ir  own  schemes. 

Clintons'  trip  to  the  Hill  will  be  the 

step  in  what  some  White  House  aides 

;i  "relaunch"  of  the  reform  drive.  To 
1(1  numbing  the  public  with  details,  the 
III'  House  is  preparing  a  250-page  sum- 
■\ .  In  the  works:  a  book  for  general  read- 

probably  bearing  the  First  Couple's 
u  s,  in  stores  by  Christmas.  And  Admin- 
jlion  officials  will  return  to  the  stump, 
km!  with  details  and  budget  estimates 
\  lacked  during  the  September  send-off. 
IE  MO.  Photo  ops  and  speeches  should 

lii'alth  reform  back  on  the  front  pag- 

liiiL  that  may  not  be  enough  to  regain 

impetus.  Congress'  health  committees, 

ing  to  start  work  on  a  bill  originally 
mised  for  May  delivery,  are  annoyed  at 
iiiiiistration  witnesses  such  as  Health  & 
nan  Services  Secretary  Donna  E.  Shalala,  who  used  the 

I'ound  of  hearings  to  discuss  philosophy  instead  of  details. 
)l'l)onents,  meanwhile,  have  put  their  own  spin  on  the 
s. '  in  the  health  sellathon.  Liberals  say  Clinton  hasn't  deliv- 
:1  the  details  because  his  scheme  can't  match  reality.  "It's 

unicorns— we  all  know  what  they  look  like,  but  you  can't 
;  anyone  who's  ever  seen  one,"  says  Representative  Jim 

)ermott  (D-Wash.),  chief  sponsor  of  a  government-run 


COOPER:  SEIZING  THE  SPOTLIGHT? 


"single-payer"  approach.  From  the  right,  Senator  Phil  Gramm 
(R-Tex.)  paints  Clinton's  blueprint  in  red.  "Middle  America  is 
not  buying  into  Clinton's  brand  of  socialized  medicine,"  declares 
Clramm,  who  favors  tax  breaks  for  "medical  savings  accounts." 

These  flank  attacks  don't  faze  the  Clintonites.  They're 
much  more  concerned  about  the  ground  gained  by  Repre- 
sentative Jim  Cooper  (D-Tenn.),  who  has  rounded  up  a  bipar- 
tisan group  of  .50  House  co-sponsors  for  his  version  of  the 
health  overhaul.  Cooper's  plan  shares  Clin- 
ton's insurance  reforms  and  health-insurance 
purchasing  pools.  But  it  is  much  more  ap- 
pealing to  business  because  it  avoids  Clin- 
ton's price  controls  and  his  requirement  that 
employers  pay  premiums  for  all  workers. 
Cooper  claims  his  bill— a  300-page  light- 
weight—"achieves  most  of  the  President's 
goals  with  less  bureaucracy  and  less  cost." 

That's  an  attractive  combination,  espe- 
cially for  moderate  Democrats.  So  while 
White  House  aides  woo  Senator  John  H. 
Chafee  (R-R.  I.),  the  author  of  a  similar  GOP 
measure,  they're  waging  war  against  Coop- 
er. His  bill  "is  more  right-wing  than  the  Re- 
publicans'—and stupid  to  l:)00t,"  says  an  Ad- 
ministration official,  who  claims  that  Chafee's 
plan  will  go  further  toward  universal  cover- 
age. In  the  Senate,  Democratic  leaders  warn 
that  Cooper's  plan  would  leave  a  reform- 
hungry  public  disappointed.  "You  have  to 
make  sure  [Democrats]  know,  in  the  clearest 
possible  way,  what  they're  really  committing  themselves  to  if 
they  sign  on  with  Cooper,"  says  a  Hill  strategist. 

Some  infighting  was  inevitable  in  such  an  ambitious  ef- 
fort. But  Cooper  and  other  reformers  couldn't  have  grabbed 
the  health-care  spotlight  if  the  White  House  had  seized  the 
moment  after  Clinton's  speech  in  September.  The  price  of 
delay:  Clinton  will  have  to  share  the  stage  from  now  on. 

By  Mike  McNamee 


PITALWRAPUPI 


.MPAIGN  FINANCE 


■he  House  Republican  leadership 
knows  that  its  views  on  campaign- 
lance  reform  will  have  little  impact 
legislation— but  the  GOP  still  plans  to 
e  the  issue  to  inflict  maximum  em- 
rrassment  on  the  Democratic  major- 
.  Democratic  candidates  are  far  more 
pendent  than  their  GOP  rivals  on  la- 
!■  and  corporate  political-action  com- 
ttees  and  on  large  individual  dona- 
>ns.  So  the  Republican  measure, 
sides  banning  all  contributions  by 
*'s,  would  require  House  candidates 
raise  at  least  half  their  war  chests 
tm  within  their  districts.  And  that 
)uld  put  politically  active  executives 


in  a  bind.  To  enforce  the  out-of-district 
limits,  all  contributors  would  be  forced 
to  give  their  voting  addresses.  Top  ex- 
ecs, nervous  about  both  their  privacy 
and  the  security  of  their  families,  are 
often  reluctant  to  reveal  exactly  where 
they  live.  Under  Federal  Election  Com- 
mission rules,  most  contributors  give 
only  a  business  address. 

COMPETITIVENESS  

After  two  decades  of  grumbling, 
American  business  could  get  some 
relief  from  the  Foreign  Corrupt  Prac- 
tices Act  of  1977.  The  law,  passed  fol- 
lowing a  string  of  palm-greasing  scan- 
dals in  the  1970s,  bars  U.  S.  companies 
from  paying  bribes  or  dispensing  gi-atu- 


ities  to  sell  overseas.  American  corpo- 
rations have  long  complained  that  this 
puts  them  at  a  competitive  disadvan- 
tage, especially  in  countries  where  the 
payment  of  baksheesh  is  a  way  of  life. 
The  Administration  says  it  would 
reconsider  fcpa  if  an  international 
group,  such  as  the  24-nation  Organiza- 
tion for  Economic  Cooperation  &  De- 
velopment, would  develop  a  code  bar- 
ring commercial  bribery  by  all  of  its 
members.  Selling  such  an  agi'eement 
could  be  a  tough  slog,  however.  Many 
OECD  members  don't  want  to  surrender 
the  advantage  they  now  enjoy  over 
U.  S.  competitors,  and  foreign  compa- 
nies are  reluctant  to  change  long-es- 
tablished ways  of  doing  business. 


:  JGTON  OUTLOOK 
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Why  Robert  Graves  Rides  The  London 


and  IdiIIi  alting  a  netwtirl-e, 
creating  scliedulcs  tliat  pre- 
cisely space  tlie  478  trains 
along  .254  miles  cif  trade. 
Sa  frequent  and  so  depend- 
alile  are  tlie  trains  tkat  tlie 
|iiililic  need  not  consult  a 
printed  scliedide.  The  trains 
w  1  11  just  lie  til  ere  w  k  e  n 
tkey're  needed.  #  Wliicli  is 
just  wliat   Rokert  O  raves 


J-:M     antl  llie  collier  800  million 


riders  liave  come  to  expect 
from  tlieir  liistoric  lender- 
ground.  4>  It  is,  after  all, 
t  we  n  t  i  e t  li  -  c e n t  u  r y  London. 
C  More  tlian  1  35,000  orga- 
ni/^ations  are  using  tMui  sys- 
tems, powered  liy  llie  SPARC* 
cliip  and  tlie  Solaris  operating 
environment,  to  gain  a  compet- 
itive advantage. Tlie  London 
I  'nderground  is  just  one.  To 
learn  liow  yt>u  can  Kenefit,  call 

1-800-4.20-53.21,  ext.  605. 


Sun  Microsystems  Computer  Corporation 

A  Sun  Microsystems,  Inc.  Business 


i  Sun  Microsysrc ms.  In' 


Tke  Networl?  Is  Tlie  Computer " 


nternational  Business 


GEARING  UP 
FOR  A  'NO' 

SALINAS  IS  REDOING  HIS  PLANS  IN  CASE  NAFTA  FLOPS 


The  fate  of  the  Xorth  American 
Free  Trade  A<rreemer!t  may  be  out 
of  his  hands,  but  that's  not  stop- 
ping President  Carlos  Salinas  de  Gortari. 
Mexico's  jcfe  supremo  is  mailing  one 
last  blitz.  In  recent  weeks.  Salinas  has 
toured  South  America,  enlisting  Latin 
neighbors  to  help  pi-essure  the  U.  S.  to 
pass  NAFTA.  On  a  European  trip  in  early 
October,  he  hinted  that  others,  meaning 
Europeans  and  Asians,  will  be  invited  to 
share  in  the  fruits  of  the  Mexican  mar- 
"kei.  Now  he's  preparing  a  series  of 
ir-  'Ves  10  help  ease  Mexico  through  the 
t-cwr,.:i;^.ic  afte!"shocks  if  the  U.S.  Con- 


gress dashes  xafta  in  a  scheduled  vote 
on  Nov.  18.  Ironically,  some  measui-es 
are  a  lot  hke  the  policies  xafta  was 
supposed  to  cement  in  the  fii-st  place. 

Salinas  pledged  on  Oct.  3  that,  xafta 
or  no.  Mexico  will  spend  its  $6  billion 
budget  surplus  on  wage  hikes  and  tax 
cuts  to  stimulate  the  economy.  In  Au- 
gust, he  pushed  through  legislation  to 
make  the  central  bank  independent,  a 
signal  that  politics  won't  interfere  with 
economic  policy.  And  aides  suggest  that 
immediately  after  a  "no"  vote,  Salinas 
would  roll  out  a  more  hberal  foreign 
in\  estment  law  and  higher  interest  rates 


to  keep  worried  investors  from  sparki 
a  run  on  the  peso.  ^ 

In  a  way.  the  lengthy  debate 
XAFTA  in  both  the  U.  S.  and  Mexico 
helped  Salinas  dampen  expectatioi 
Many  Mexicans  are  starting  to  worn 
just  how  much  of  an  effect  XAFTA 
have  on  theii-  battered  economy  in 
case.  A  survey  conducted  by  Banam( 
Mexico's  largest  private  bank,  sho 
that  when  the  treaty  was  first  propos 
m  1990.  67"'  of  those  polled  thought  t 
accord  would  benefit  Mexico,  proNidi 
■bs  and  investment.  Twentj'-five  p 
cent  thought  it  would  make  little  diff 
ence,  and  only  thought  it  would  h' 
Mexico's  economy.  By  August,  oi 
41.5^"'  thought  XAFTA  would  help.  w\ 
felt  it  would  make  linle  differen 
and  22^"'  thought  it  would  damage  Me 
co's  economy.  "It's  obvious  to  eveiybc 
that  the  cost  of  XAFTA  has  gone  up 
the  Mexicans,  [while]  other  impoi-tj 
national  priorities  have  gone  on  the  bJ 
btuTier."  says  political  scientist  Jo:] 
Castaneda,  an  informal  ad\"iser  to 
Democratic  Revolutionaiy  Partj".  wb| 
opposes  the  pact. 

Certainly  ^lexicans  have  reason  tol 
discouraged.  By  unilaterally  openl 
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xico's  long-protected  economy  to  for- 
n  competition  in  anticipation  of  free 
ie,  Salinas  throttled  entire  industries, 
h  as  textiles  and  toys.  The  Confeder- 
)n  of  Mexican  Workers  estimates  that 
,000  Mexicans  have  lost  their  jobs 
,  year  alone,  as  the  economy  slows  to 
annual  growth  rate  of  1.4'''.  The 
ie  balance,  which  was  positive  to  the 
e  of  SI. 67  billion  in 
8,  showed  a  deficit 
$20.6  billion  last 


It  features  a  little  bit  for  everyone.  In- 
cluded are  real  wage  hikes  and  tax  cuts 
for  individuals  and  corporations,  a  reduc- 
tion in  utility  rates,  and  direct  subsidies 
for  Mexico's  distressed  agricultural  sec- 
tor. The  package's  $6  billion  price  tag 
equals  about  ITa  of  gross  national 
product,  roughly  the  same  as  Mexico's 
public  sector  financial  surplus.  Salinas 


alinas'  cheerleading 

NAFT.\  has  irritated 
le  Mexicans,  who 
he  is  kow1;owing 

much  to  the  U.  S. 
eral  months  ago,  he 
ed  in  to  U.  S.  pres- 
e  and  agreed  to  al- 
boatloads  of  Chi- 
e  refugees  bound 
the  U.  S.  to  be  land- 
n  Mexico  for  repatri- 
n  to  China.  Earlier 

month,  as  U.  S.  bor- 

officials  carried  out 

controversial  "Oper- 
n  Blockade"  along 

border  near  El  Paso 

cut  back  illegal 
p.igration,  Salinas 
•ely  sent  a  wTitten 
lomatic  protest  to 
;hington. 

he  negative  publici- 
nay  help  Salinas  pre- 

for  a  possible  cold 
ulder  from  Washing- 

but  Mexicans  are 
ly  to  feel  the  chill 
way.  With  $23  bil- 
in  foreign  reserves, 
dco  could  survive  a 
porar}-  run  on  the 
3  \\^thout  ordering  a 
?e  devaluation, 
ee-quarters  of  Mexi- 

$19  billion  in  short- 
n  debt  is  held  by  for- 
1  investors,  earning 
attractive  13ff  re- 
n.  Many  could  be 
suaded  to  stay  put  if 
;rest  rates  were 
sted  by  a  few  points. 

economist  Rogelio  Ramirez  de  la  <  ) 
•ns  that  such  a  move  could  tip  Mexi- 

economic  slowdown  into  recession, 
.t  would  cloud  the  runup  to  the  Au- 
t,  1994,  presidential  elections,  but  de 
)  thinks  Salinas  will  avoid  a  devalua- 

at  all  costs.  "It  all  depends  on  how 
irmined  the  government  is  to  trade 
growth  for  stability,"  de  la  0  says. 
1  the  meantime,  Salinas  has  his  stim- 
5  package,  a  carefully  crafted  plan 
t's  part  of  the  government's  annual 
t  negotiated  with  business  and  labor. 


SALINAS  COMES  UP 
WITH  A  CONTINGENCY  PLAN 


BAOCLASir 
AT  HOMEC  SOME 
MEXKAI^  FEEl 
SAUNAS  IS 

KOMrrowriNC  too 


liad  lieeii  savin^-  that  surpiu.-  fur  a  rainy 
day.  That  day  has  arrived,  in  the  form  of 
a  torrent  of  laments. 

Few  analysts  believe,  however,  that 
Mexico  would  retreat  from  its  open-mar- 
ket policies  if  xafta  fails.  On  the  con- 
trary-, many  think  Mexico  would  take 
steps  to  make  itself  even  more  attractive 
to  overseas  investors.  An  updated  for- 
eign investment  law  offering  new  incen- 
tives and  guarantees  is  ready  to  be  sub- 
mitted to  Congress  as  soon  as  Salinas 
deems  it  necessan,".  A  few  weeks  ago, 


officials  floated  a  trial  balloon  suggest- 
ing that  Mexico's  supeq^rotected  state 
oil  monopoly,  Petroleos  Mexicanos, 
might  consider  leasing  pipelines  for  pri- 
vate traffic. 

NO  MORE  FAVORITISM?  No  one  is  pre- 
dicting a  serious  anti-American  backlash 
if  XAFT.A  sinks.  But  the  soured  relation- 
ship could  scuttle  some  deals.  Key  provi- 
sions of  the  free-trade 
agreement,  such  as  the 
opening  of  Mexico's  fi- 
nancial markets  to  U.  S. 
and  Canadian  banks 
and  brokerages,  would 
be  rewritten.  "If  xafta 
fails,  we'll  have  to  ditch 
all  of  our  plans  to  ex- 
pand into  Mexico,"  says 
one  American  banker. 
What's  more,  top  offi- 
cials say  they  would 
open  Mexico's  doors  to 
bankers  from  all  over 
the  w'orld,  eliminating 
the  special  welcome  mat 
that  had  been  intended 
for  the  North  Ameri- 
cans. In  fact,  Salinas 
plans  to  set  off  on  a  12- 
day  Asian  tour  starting 
on  Dec.  10  to  encourage 
investment.  Still,  it 
could  take  years  to  com- 
pensate: Japan  current- 
ly represents  just  o"/'  of 
i  Mexican  trade,  while 
U.  S.-Mexican  trade  ac- 
counts for  73';. 

The  economy  may 
well  survive  a  xafta 
defeat,  but  the  political 
price  could  be  high  for 
Salinas  and  the  PRI.  Po- 
litical opponents  are  al- 
most gleeful  at  the 
prospect  of  a  "no"  vote, 
hoping  the  PRl's  black 
eye  would  give  them  a 
better  shot  at  winning 
the  presidential  elec- 
tions— for  the  first  time 
in  65  years.  Salinas, 
meantime,  is  scram- 
bling to  put  the  best 
face  on  things,  promis- 

  ing  to  keep  up  Mexico's 

newly  credentials  in  the  world 

economy. 

For  starters,  Salinas  plans  to  sign  a 
free-trade  pact  with  Venezuela  and  Co- 
lombia before  yearend.  In  a  recent  meet- 
ing in  Chile,  Salinas  said  that  approval 
of  XAFTA  would  end  years  of  conflictive 
relations  w'ith  the  U.  S.:  "We  are  two 
neighbors  that  have  had  a  very  compli- 
cated histon,',  traumatic,  particularly  for 
the  Mexicans."  Clearly,  the  trauma  isn't 
over  yet. 

By  Geri  Smith  in  Mexico  City 
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EUROPE  I 


'THE  SINGLE  MARKET  ITSELF 
IS  IN  QUESTION' 


Soaring  unemplo\Tiient  jeopardizes  the  EC's  gi'eatest  achievement 


When  Jacques  Delors,  the  Euro- 
pean Community's  designated 
visionary,  peers  into  his  crys- 
tal ball  these  days,  he  sees  nothing  but 
gloom.  In  an  Oct.  17  address,  he  warned 
that  European  "drift"  could  turn  the 
community  into  a  soulless  free-trade 
zone  or  eventually  even  break  up  the  EC. 

Of  course,  the  EC  Commission  presi- 
dent might  be  expected  to  overdo  the 
negatives,  given  all  the  setbacks  the  EC 
has  suffered  lately.  But  as  community 
leaders  prepare  to  gather  for  an  Oct.  29 
special  summit  in  Brussels,  there  are 
very  few  bright  spots  to  be  found.  Al- 
though the  Maastricht  Treaty  has  been 
ratified,  its  key  planks — Delors'  cher- 
ished political  and  economic  union — are 
probably  on  ice  for  at  least  a  generation. 
Now,  with  unemiiloyment  soaring  into 
the  127'  range,  concern  is  growing  that 
the  next  victim  might  be  the  spirit,  or 
even  the  letter,  of  the  single  European 
j  market.  "The  single  market  itself  is  in 
j  question,"  says  David  de  Pury,  co-chair- 
i  ,  ill  of  giant  Asea  Brown  Boveri  Inc.  "It 
V.  I    i>e  hard  to  maintain  the  basic  19!)2 

This  assessment  would  still  shock  the 
many  Europeans  who  assume  that  the 
s  sin<rle  market,  officially  launched  10 
c  '  months  ago,  is  on  track.  But  anecdotal 
5  1  evidence,  in  the  form  of  business  deals, 
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legislation,  and  subtle  EC  policy  shifts,  is 
suggesting  that  the  single  market,  still 
really  a  work  in  progress,  could  yet  stall 
out  (table). 

To  date,  of  219  EC  laws  called  for  in 
the  blueprint  for  the  single  market,  just 
106  have  been  implemented  with  the  nec- 
essary national  legislation  in  all  12  mem- 
ber countries.  But  rising  unemployment 
and  trade  tensions  are  making  it  tougher 
to  finish  the  job. 

Awards  of  lucrative  government  con- 
tracts are  a  prime  exami»le  of  backslid- 
ing. The  single  market's  intent  was  to 


WHERE  THE  k 
 ISBACKSLIDlis   

PROCUREMEIITm 

Companies  say  job  creation  is  d^ding  fac- 
tor in  awards  of  big  public  contr^s 

COMPETITION^- 

EC  officials  may  allow  mergers  that  lessen 
competition  if  they  save  jobs 

CAPITAL  FLOWS 

France  is  pushing  to  limit  banks'  and  insur- 
ers' ability  to  finance  currency  market  spec- 
ulation 

SUBSIDIES 

New  bailout  schemes  for  industries  such  as 
steel  and  airlines  will  test  whether  the  EC 
will  let  white  elephants  die 

DATA:  BUSINESSWEEK 


establish  pan-European  competition  fo 
public  procurement  projects  by  makin) 
the  bidding  process  on  such  work  mor 
transparent.  But  ABB  executives  say  tha 
across  Europe,  contracts  for  major  infrt 
structure  work,  such  as  power  plant 
and  rail  projects,  are  effectively  ope 
only  to  those  who  guarantee  jobs,  no 
those  who  can  deliver  the  greatest  eff 
ciency.  French  suppliers,  for  exampit 
have  already  sewn  up  most  major  coi 
tracts  to  work  on  France's  high-spee 
train  expansion  through  the  rest  of  th: 
decade. 

SHIFTING  GROUND.  The  growing  tendei 
cy  to  favor  job  preservation  over  boos 
ing  competitiveness  is  throwing  some  ii 
vestment  decisions  into  questioi 
Michael  Collier,  London-based  chief  ope 
ating  officer  of  Waste  Management  Ii 
ternational  Inc.,  blames  pressure  to  pr 
serve  existing  jobs  for  tying 
legislation  in  Brussels  that  would  u 
grade  environmental  standards  f( 
waste  processing  and  landfill  develo 
ment.  So  the  company's  major  inves' 
ments  in  cleaner  and  more  efficient  tec 
nology  are  not  giving  it  any  advanta^j 
in  dealing  with  less  efficient  compel 
tors.  "We  anticipated  a  level  playii 
field  and  an  upgrading  of  standards  th 
haven't  occurred  because  of  econom 
conditions,"  Collier  says. 

The  battering  of  the  French  franc  ai 
other  EC  currencies  over  the  past  ye; 
could  spark  an  attack  on  the  free  flow 
capital  that  is  another  foundation  of  tl 
single  market.  For  example,  French  1 
nance  Minister  Edmond  Alphandery 
calling  for  new  rules  on  banks  and  insi 
ance  companies  that  would  likely  gi 
national  governments  the  right  to  cu 
lending  for  currency  speculation. 

Greece,  which  takes  over  the  EC  pre 
dency  in  January,  is  already  sending 
dubious  message  to  Europeans  who  s; 
privatization  of  monopolies  as  an  extt 
sion  of  Europe  1992's  free-market  spii^ 
After  returning  to  power  on  Oct. 
socialist  Prime  Minister  Andreas  Pap; 
dreou  very  quickly  scrapped  plans  to 
vatize  the  state  telephone  monopo^ 
French  postal  workers  went  on  strike 
October  to  protest  a  feared  privatizati 
of  the  phone  companies. 

One  factor  that  will  work  against  ti 
protectionist  drift  is  that  unlike  in  p; 
eras,  global  competition  prevents  Eu 
peans  from  falling  back  on  strateg 
that  are  based  only  on  national  marke 
But  as  Delors  &  Co.  grapple  for  cm 
for  today's  ills,  they  would  be  well 
vised  to  make  sure  that  the  single  m 
ket  initiative,  Europe's  great  achie 
ment  over  the  last  three  decades,  is 
being  jeopardized. 

By  Bill  Jaretski  in  Paris  and  Pati 
Oster  in  Brussels 
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So  what'll  it  be?  A  salary     » ^  ^  <  t,ute  to  the  way  we 

freeze?  Reduced  bonuses?  appoachyoui  busness  weask 

Your  company  car?  Or  a 
new  ROLM  phone  system? 

Stumped?  We  suggest  you  start      enormous  revenue  gams.  West 


vith  the  ROLM  phone  system. 

It's  the  difference  between 
nerely  trimming  the  fat  around 
'Our  company  and  turning  it 
nto  muscle. 

Talk  to  our 
■.ustomers.  You'll  hear 
)efore-after 
tories  that 
ound  like 
)usiness  school 
:ase  studies. 
A/ith  operators 
landling  four  times 
ts  many  calls  per 
Jay  Collection  agents  making  six 
veeks'  worth  of  calls  in  four  days. 
\nd  abandoned  call  rates  down 
rem  30%  to  under  \%. 

Then  there  are  the  infinitely 
nore  interesting  stories  of 


Capital  Financial  Services,  for 
example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


questions.  We  watch  the  way 
you  work.  Then  we  develop  a 
customized  solution  that  lets  you 
work  more  productively 

For  a  free  video  showing  how 
we've  helped  a  number  of 


In  fact,  many  of  our  customers 
report  their  ROLM  systems  have 
paid  for  themselves  in 
a  matter  of  months. 


businesses  work  more  profitably 
give  us  a  call  at 
I-800-ROLM-I23. 


Not  surprisingly 
our  customers 
awarded  us  the 
highest  overall  ratings 


ROLM  IS  part  of  the 

Siemens  family. 
The  world's  largest 
pi'ivate  communication 
systems  manufacturer 


And  leave  all  those 
drastic,  morale-squashing. 


cost-cutting  measures 


to  someone  else.  Your 


in  the  three  most  recent  Customer       competitors,  for  instance. 
Satisfaction  Surveys  conducted  by 
Dataquest"',  a  leading  independent 
research  firm. 


A  Siemens  Company 


'.ym'i  ROLM 
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FRANCE  I 


THE  CEO  GUILLOTINE 
IS  BUSY  AGAIN 


Heads  are  rolling  at  state-run  companies — but  for  a  new  reason 


After  becoming  France's  Prime 
Minister  last  April,  conservative 
Edouard  Balladur  vowed  to 
avoid  the  usual  witch  hunt  at  state- 
owned  companies — where  chief  execu- 
tives linked  to  the  outgoing  Socialists 
would  normally  start  emptying  their 
desks.  He  kept  his  promise — for  a  while. 
But  now,  Balladur  is  ringing  in  France's 
corporate  witching  hour.  Two  key  CEOs 
have  already  been  dumped,  most  recent- 
ly Bernard  Pache  at  computer  maker 
Groupe  Bull  on  Oct.  18.  And  several  oth- 
ers, including  Bernard  Attali  at  strike- 
plagued  Air  France,  may  leave  soon. 

Bahadur's  housecleaning  isn't  en- 
tirely a  political  vendetta,  how- 
ever. With  France  deep  in  reces- 
sion, many  state  companies  are  in 
dir-e  shape — too  weak  to  be  priva- 
tized as  the  conservatives  would  like. 
Naming  new  chief  executive  officers 
to  revitalize  them — or  at  least  bring  a 
fresh  image — may  make  sense.  It's  cru- 
cial that  Balladur  pick  the  right  people: 
This  is  probably  the  government's  last 
chance  before  privatization  to  name 
managers  at  state  corporate  jewels 
and  to  assure  their  global  competi- 
tiveness in  days  to  come. 

At  Credit  Lyonnais,  Jean- Yves 
Haberer's  aggressive  expansion 
and  disastrous  film-industry  lend- 
ing have  produced  losses — $250  mil- 
lion in  the  first  half  of  1993 — and 
hurt  the  reputation  of  France's  big- 
gest commercial  bank.  Haberer 
to  leave  shortly,  probably  to  be  replaced 
by  Jean  Peyrelevafle,  the  widely  respect- 
ed chairman  of  France's  biggest  insurer, 
Union  rles  Assurances  de  Paris. 
MICROMANAGING?  But  even  if  Balladur 
aims  to  heal  sick  companies,  critics  claim 
the  illnesses  result  less  from  bad  bosses 
than  from  government  meddling.  And 
that  includes  replacing  CEOs  too  often. 
Moreover,  the  criteria  for  chairmanship 
typically  put  political  connections  above 
knowledge  of  a  company's  business. 
Bull's  new  chairman,  Jean-Marie  Descar- 
pentries,  may  have  served  as  a  Bull  di- 
rector until  last  year,  but  he  formerly 
ran  a  maker  of  food  and  beverage  cans, 
Carnaud  Metalbox.  His  predecessor  at 
Bull,  Pache,  likewise  had  no  computer- 
industry  experience.  A  mining  engineer, 
lie  previously  ran  France's  major  coal 
producer.  Pache's  15  months  at  Bull 


were  barely  enough  time  to  start  learn- 
ing the  computer  business. 

At  Air  France,  dumping  Chairman  At- 
tali "won't  change  anything,"  claims  a 
senior  pilot,  because  his  successor  would 
be  another  political  appointee  unable  to 
shake  up  the  carrier's  stodgy  culture. 
High  government  sources  confided  re- 


To  prove  he's  not  playing 
politics,  Balladur  is  giving  new 
jobs  to  the  ousted  CEOs 


cently  that  they  would  probably  keep 
the  Socialist-appointed  Attali  for  a  few 
more  months  to  "do  the  dirty  work"  at 
the  high-cost  airline.  He's  chopping  4,000 
jobs — 8'/  of  the  work  force — and  suffer- 
ing labor  strife  as  a  result.  On  Oct.  19, 
several  thousand  employees  began 
blocking  the  runways  at  Paris'  Charles 
de  Gaulle  Airport  in  a  shutdown  that  is 


costing  Air  France  $12  million  a  day 
French  leaders  claim  that  the  nev 
crop  of  CEOs  will  have  greater  autonom; 
than  their  predecessors  to  engineer  last 
ditch  turnaround  attempts.  At  Bull,  "tht 
market  will  be  the  judge — not  the  stafc 
•anymore,"  promises  Gerard  Longuel 
France's  Industry  Minister.  Longue 
says  a  $1.7  billion  aid  package  tha 
Bull's  Descarpentries  will  receive — i 
Brussels  agrees — will  be  the  last  mix, 
sion  of  state  capital.  Bull  has  lost 
billion  over  the  past  five  years. 

If  Descarpentries  does  get  cart 
blanche.  Bull  m.ay  be  in  for  a  jolt.  H 
might  break  the  company  into  pieces 
closing  or  selling  weak  businesses.  Pei 
sonal-computer  manufacturing  might  b 
turned  over  to  Bull's  new  U.  S.  par 
ner,  Packard  Bell  Electronics  Im 
Predecessor  Pache  apparenti 
balked  at  splitting  up  the  comps 
ny,  one  reason  he's  on  the  stree' 
;  Bull's  new  boss  might  also  ci 
more  than  the  6,500  jobs  current! 
planned  in  a  restructuring. 
MGM,  ANYONE?  Credit  Lyonnais  als 
faces  a  tough  turnaround.  Shak 
loans  mean  the  bank  needs  more  cap 
tal  soon,  possibly  as  much  as  $2.5  bi 
lion.  UAP's  Peyrelevade  has  apparenti 
won  a  government  promise  to  help  su] 
ply  some  of  it.  French  bankers  think  h 
would  also  sell  bank  assets.  The  mo; 
obvious  candidate  is  the  Metro-Gol 
wyn-Mayer  Pictures  Inc  film  studi 
The  French  bank  is  its  reluctai; 
owner,  a  result  of  loans  gone  bai 
and  must  sell  it,  under  U.  S.  lav 
by  1997.  Haberer  has  wanted  1 
turn  the  studio  around  first.  Bv 
Peyrelevade  might  entertain 
fers  sooner,  possibly  encourage 
by  the  ongoing  bidding  war  f< 
Paramount  Communications  Inc. 

To  prove  he's  not  just  playitii 
politics  as  usual,  however,  Balladi 
is  giving  new  jobs  to  the  Socialis 
tainted  CEOs  he's  removing.  Credit  Lyo 
nais'  Haberer  has  been  offered  tl 
chairmanship  of  a  smaller  state  ban 
Credit  National.  UAP's  Peyrelevade  h; 
Socialist  ties.  The  former  chairman  of  ( 
giant  Elf  Aquitaine,  Ldik  Le  Floch-Pi 
gent,  has  been  given  the  state  natun 
gas  utility  despite  his  close  friendsh 
with  France's  Socialist  President,  Frai 
?ois  Mitterrand.  : 
If  they  manage  well,  France's  ne 
CEOS  will  survive  to  see  their  companil 
privatized — and  thus  may  hang  onl 
their  jobs  longer.  That  could  help  nl 
only  their  personal  peace  of  mind  b! 
also  the  strength  of  French  corpora; 
giants  that  have  long  suffered  from  i' 
volving-door  politics. 

By  Stewart   Tot/,   ivith  Jounthaii 
Lcrinc.  in  Paris 
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INTERNATIONAL  BUSIlB 


"NatiomBank  is  the  ideal  relationship  bank,  with  abilities  that  eoctendfar 
beyond  financings.  They  are  strong  in  the  derivatives  market,  and  with  the 
expertise  of  Chicago  Research  and  Trading,  they  are  an  the  leading  edge. " 

Rocco  B.  Commisso 

EVP,  Chief  Financial  Officer 

Cablevision  Industries 

Five-year  Intei'est,  Ral^  Swap 


Why  NationsBank  Is  One  Of 
Corporate  America's  Principal  Sources 
For  Derivative  Products. 


"Natio7isBank  is  there  when  ive  need  them.  Whether  that 
need  is  financing,  derivative  advice  or  execution,  or  financial 
counseling,  ive  rely  on  NationsBank  to  give  us  timely  and 
superior  serv  ice. ' ' 

Bussey  C.  Bonner,  Jr. 
Chief  Executive  Officer 
Coca-Cola  Bottling  Co.  West,  Inc. 

Series  of  Two-  to  Five-year  Interest  Rate  Swaps 

"We  had  an  interest  rate  exposure  problem  that  required  an 
innovative  solution.  NationsBank  quickly  tailored  an  average  rate 
cap  to  7neet  our  specific  needs  on  a  cost-effective  basis.  NaticnisBank 
is  now  our first  choice  for  derivative  products. " 

C.  Robert  Fielder 

Vice  President  and  Ti-easurer 

Halliburton  Company 

Aniortizing  Delayed  Start  Interest  Rate  Cap 

'NationsBank  provides  creative  solutions  tailored  to  our 
financial  needs.  They  have  capable  people  whose  knmvledge 
of  the  market  helped  us  execute  our  financing. " 

Irwin  Engelman 

EVP,  Chief  Financial  Officer 

MacAndrews  and  Forbes  Holdings  Inc. 

Secured  Interest  Rate  Swap  Facility 

NationsBank  -  a  trusted  financial  advisor  to  successful  corporations.  Our  people  understand  the 
ui"iique  financial  and  operating  strategies  of  our  clients  and  deliver  BkB     mg  ^  mm^Ur" 

value-added  solutions  to  assist  them  in  meeting  their  objectives.  I^Ci  wlOnSDCinlC 


ATLANTA     BETHESDA     CHARLOTTE      CHICAGO         DALLAS        DENVER     FORT  WORTH    HOUOTIN    LOS  ANGELES  MIAMI 
MIDLAND     NASHVILLE     NEW  YORK     RICHMOND    SAN  .ANTONIO     TAMPA      FRANKRIRT      LONDON      MEXICO  CITY  SINGAPORE 

©  KK!  NationsBank  ftirporatioii.  Member  FDIC 


For  an  idea  of  how  much 
color  copier  exper  ience  we  h 

push  this  1.2  billion  ti 


If  the  competition  wants  to  match  Canon's 
level  of  color  copier  experience,  they'd 
better  start  pushing.  Since  1987,  when  Canon 
introduced  the  world's  first  Color  Laser  Copier, 
our  copiers  have  made  a  whopping  one  billion, 
two  hundred  million  color  copies. 

But  quantity  alone  hasn't  made  Canon  the 
unsurpassed  leader  in  color  copiers  for  six 


^srEEa^     consecutive  years.  Just  as  important  i 
Canon's  unsurpassed  quality. 

Today,  Canon  makes  the  most  techml 
I  ically  sophisticated  color  copiers  availal 
With  features  like  an  incredibly  brilliaiijl 
400  DPI  (dots  per  inch)  resolution.  Andi 
color  gradations  that  can  produce  a  mind-bo; 
16.7  million  colors. 


9m 


i^-:  Official  Copier  of 

V''  WorldCup(Em" 


:non  color  copiers  can  even  be  connected  to  your 
Iter.  So  powerful,  eye-catching 
;raphics  can  be  added  to  any 
ss  presentation  or  other 
tant  documents, 
id  because  different  work 
nments  have  different  needs,  Canon 
a  choice  of  color  copier  solutions.  Whether  your 


requirements  are  small,  medium,  large,  or  even  extra 
arge,  we  have  a  copier  designed  to  fit  your  business. 
So  if  you  want  the  quality  that  only  a 
iij        company  with  over  a  billion  copies 
of  color  experience  can  offer,  start 
pushing:  1-800-OK-CANON.  Well 
rush  you  a  free  Co/or  Solutions  guide  with 


even  more  reasons  to  choose  Canon. 


Canon 
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EDITED  BY  STANLEY  REE 


CLINTON'S  SPLIT  PERSONALITY 
ON  FOREIGN  POLICY 


Consider  two  recent  images  of  Bill  Clinton.  In  July,  there 
was  the  confident  leader  dominating  the  Tokyo  econom- 
ic summit  by  mustering  aid  for  Russia  and  pushing  for 
trade  liberalization.  But  by  October,  the  President  is  belea- 
guered—on the  defensive  over  Somalia  and  mixing  up  military 
terminology  in  announcing  a  blockade  of  Haiti. 

How  could  Clinton's  handling  of  foreign  policy  go  from  fi- 
nesse to  fumi)les  in  such  a  short  time?  The  answer  may  lie  in 
the  mantra  of  the  Clinton  campaign:  "It's  the  economy,  stupid." 
PROBLEM  PALS.  The  President  is  at  his  best  when  there  is  a 
domestic  economic  dimension  to  an  international  prolilem  and 
at  his  worst  when  confi'onted  with  a  militai\y  ciisis.  But  if  Clin- 
ton doesn't  get  up  to  speed  pronto 
on  crisis-handling,  his  Presidency  and 
his  plans  to  promote  economic  se- 
curity will  be  jeopardized.  Already, 
Congress  is  threatening  to  clip  his 
foreign  policy  wings.  One  wonders 
just  how  long  it  will  take  for  trouiile- 
makers  from  North  Korea  to  Iran 
to  conclude  he  is  a  pushover  and 
flex  their  muscles. 

Clinton  has  shown  that  he  can 
perform  well  on  foreign  issues  when 
they  interest  him.  Witness  his  ag- 
gressive push  for  economic  aid  to 
Russia,  a  get-tough  trade  jwsture  toward  Japan  and  Europe, 
his  support  for  the  North  Ameincan  Free  Trade  Agreement 
despite  sti'ong  opposition  within  the  Democratic  Party,  and  his 
move  to  strengthen  economic  ties  with  Asia  by  attending 
the  15-meml)er  Asia-Pacific  Economic  Cooperation  meeting 
in  Seattle  on  Nov.  19-20.  He  is  also  scraml)ling,  albeit  belated- 
ly, to  ease  strains  with  China,  Asia's  emerging  economic  titan. 

But  when  grappling  with  the  post-cold-war  world's  hot 
spots,  Clinton  has  appeared  inattentive,  inconsistent,  and  am- 
ateurish. The  Administration  paid  little  attention  to  the  fester- 
ing situation  in  Somalia  until  the  Oct.  3  killing  of  18  American 
servicemen  forced  the  President  to  scramble  for  a  way  out. 


Further  chagrin  came  on  Oct.  8,  when  a  mob  in  Port-a 
Prince  blocked  a  U.  S.  Navy  ship  fi'om  unloading  troops  to  a 
Haitian  President  Jean-Bertrand  Aristide's  return  to  powei 
Clinton  courted  these  troubles  with  his  choice  of  top  forei; 
policy  players.  Les  Aspin  was  chosen  to  head  the  Pentagc 
not  because  of  his  military  expertise  but  because  of  the  ma 
ageinent  skills  he  could  tiring  to  trimming  the  military  budgf 
In  jjicking  Warren  M.  Christopher-,  a  cautious  corpor-ate  lawy 
with  no  sense  of  global  strategy,  to  head  State,  Clinton  si 
naled  his  intention  to  put  foreign  policy  on  a  back  burner, 
deed,  all  of  the  Pr-esident's  clo.se  associates  who  joined  the  A 
ministr'ation  hold  domestic  posts  except  for  Strobe  Talbott, 
former  Oxford  University  roomma 
who  is  now  Clinton's  chief  adviser 
Russia.  It's  no  coincidence  Russia 
the  foreign  policy  area  that 
interested  Clinton  most. 
FOOT  IN  THE  DOOR.  Of  course  Cli 
ton's  efforts  to  help  Russia  and  \ 
push  for  global  trade  agreemer 
are  of  far  greater  importance 
American  interests  than  whether 
halts  the  turmoil  and  bloodshed 
Somalia,  Bosnia,  and  Haiti.  But  1 
miscues  in  the  hot  spots  are  inviti 
Congr-ess  to  gr'al)  a  much  bigger  n 
in  foreign  policy  than  it  had  under  his  Republi(?an  preded 
sors.  His  latest  woes  are  also  reinforcing  an  initial  vi( 
among  leaders  in  Europe  and  Asia  that  the  U.  S.  is  being  1 
by  a  novice  with  a  weak  team. 

But  the  gravest  risk  to  Clinton  is  that  dangerous  foes  su 
as  Nor'th  Korea,  Ir-an,  and  Iraci  will  be  tempted  to  challen 
him.  "I'm  afr-aitl  Clinton  will  face  a  violent  conflict,"  warns  I 
izo  Utagawa  at  Tokyo's  International  Institute  for  Glol 
Peace.  If  inter-national  bullies  think  they  have  free  rein,  t 
President  could  wind  up  spending  his  term  dealing  with  the 
rather  than  the  economic  issues  that  he  really  cares  about 

Bi/  Owen  Ullmann  in  Washiugi 


GLOBAL  WRAPUPI 


EURODISNEY'S  WOES  CONTINUE 

Ill-star-r-ed  Eur'o  Disneyland  aims  to 
slash  9.50  joi)s-8.6%  of  the  total-to 
ease  a  gr-owing  cash-flow  problem.  The 
increasingly  feisty  French  unions  vow 
to  fight  the  job  cuts  that  will  mostly 
affect  administr-ative  staff.  Analysts 
think  losses  at  the  park,  located  near 
Par-is,  topped  $300  million  for  the  year 
ended  Sept.  30.  The  previous  fiscal 
year,  its  fir-st,  saw  a  $32  ruillion  loss  in 
six  months  of  operations.  EuroDisney 
is  seeking  a  capital  increase  from  Walt 
Disney  Co.  of  the  U.  S.,  49%  owner  of 
the  French  park.  And  it's  trimming 
pi-ices  at  its  cheapest  hotels  in  hopes  of 
luring  more  winter  visitors.  But  de- 


spite all  these  moves,  the  company  still 
seems  a  long  way  fi"om  turning  pr-ofits. 

JAPAN  LIMITS  FOREIGN  LAWYERS 

Foreign  lawyer-s  ar-e  unhappy  about 
the  recommendations  of  a  Justice 
Ministry  report  on  deregulation  of 
Japan's  highly  protected  legal  envir-on- 
ment.  If  the  suggested  changes  are 
imi)lemented,  foreign  firms  will  be  per- 
mitted to  oi)en  offices  under  their  own 
names  and  form  partnerships  with 
Japanese  counterpar-ts.  But  they  still 
won't  be  able  to  hire  or  supervise 
Japanese  lawyers.  Amer-ican  lawyers 
say  this  pi-ovision  means  that  local 
firms  would  likely  keep  their  monopoly 
on  international  law  practice. 


EC  CENTRAL  BANKER? 


Alexandr'e  Lamfalussy,  general  mai 
ager  of  the  Bank  for-  Inter-nation 
Settlements,  is  all  but  certain  to  hea 
the  new  European  Monetary  InstituI 
that  the  Eur-opean  Community  will  s( 
up  on  Jan.  1,  probably  in  German; 
The  Maastricht  Tr-eaty  called  for  th 
institute  to  serve  as  a  precursor-  to 
European  Central  Bank,  but  wit 
hopes  of  monetary  union  subdued, 
will  likely  serve  more  as  a  r-esearc 
facility.  Andrew  Crockett,  an  exec 
five  director  of  the  Bank  of  England, 
the  strong  favorite  to  succeed  Lar 
falussy,  who  would  have  retired  ne; 
year,  in  the  prestigious  BIS  job. 
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INTERNATIONAL  OUlO 


When  it  comes  to  European  cities, 

we  outf  ly  the  competition  on  a  daily  basis 


Look  at  any  European  skyline.  On  any  given  day 
Chances  are  you'll  spot  a  Lufthansa  plane.  That's 
because  Lufthansa  flies  to  over  100  European 
cities.  fVlore  than  any  other  single  airline.  Three 
times  more  than  American,  Delta  and  United 
combined.  And  when  it  comes  to  Eastern 
Europe,  no  one  can  fly  you  to  more  cities  than 
Lufthansa.  But  that's  just  half  the  story.  There's 
our  unsurpassed  service  In  the  air  and  on 
the  ground.  Our  vast  global  experience  and 
knowing  our  European  neighbors  the  way  no 
newcomer  can.  You  might  just  say  when  it  comes 
to  European  service,  we  outfly  the  competition  on 
a  daily  basis. 


A  passion  for  perfection.^ 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


ndustries 


PAPER 


HOW  MUCH  GREEN 
IN  'GREEN'  PAPER? 


Demand  for  recycled  paper  is  growing,  but  the  costs  are  high 


Not  long  ago,  a  l)ig  point  of  pride 
for  U.  S.  papermakers  was  the 
sparkling-white  (luality  of  their 
office  papers,  which  reap  25%  of  the  in- 
dustry's revenues  and  a  rlisproportionate 
share  of  its  profits.  So  look  at  what's 
happening  now:  This  fall,  Hammermill 
Papers  will  roll  out  a  light-tan  copier 
paper  it  calls  "earth  white."  Georgia-Pa- 
cific Corp.  will  introduce  "coastal  white," 
a  sandstone  writing  paper.  They'll  com- 
pete with  Eureka!,  a  nearly  white  paper 
that  James  River  Corp.  trotted  out  last 
year.  All  three  have  two  things  in  com- 
mon: To  varying  degrees,  they're  made 
of  recycled  fibers.  And  they're  aimed  at 
a  rapidly  expanding  niche  in  the  $131 
billion  U.  S.  paper  market.  "Every  com- 
pany out  there  is  offering  a  printing  and 
writing  paper  with  some  recycled  con- 
tent," says  Red  Cavaney,  president  of 
the  American  Forest  &  Paper  Assn.,  a 
Washington  trade  group. 

Most  papermakers  have  come  to  this 
decision  reluctantly.  The  industry  is 
hurting  after  major  expansions  in  the 
'80s  that  led  to  overcapacity  and  lower 
prices.  It  would  rather'  make  office  paper 
the  old-fashioned  way— using  wood  from 
its  vast  timber  holdings— than  spend  bil- 
lions on  recycling  equipment. 
TOXIC  BLEACH.  But  customers  are  de- 
manding more  recycling  so  less  paper 
goes  to  landfills.  And  pressure  is  mount- 
ing on  the  industry,  now  No.  3  in  toxic 
emissions  behind  makers  of  chemicals 
and  primary  metals,  to  use  less  of  the 
chlorine  that  bleaches  paper  white  and 
^    gives  off  poisonous  dioxins.  President 
I    Clinton  is  readying  an  executive  order 
I    that  would  make  federal  agencies  buy 
5    writing  paper  with  at  least  20%  recycled 
y    fibers  by  the  end  of  1994.  And  the  Envi- 
s    ronmental  Protection  Agency  is  expect- 
I    ed  to  publish  draft  rules  this  fall  clamp- 
^    ing  down  on  the  mills'  toxic  discharges. 
?  I      Making  high-quality  office  products  of 
^    .  c  ■  >  cled  material  remains  the  last  gi-eat 
I    technical  problem   for  papermakers, 
«    which  for  20  years  have  made  card- 
J    board,  tissue,  and  newsprint  that  way 
I  (chart).  The  challenge  with  office  paper 
o  i  is  to  remove  the  ink  from  once-printed 


■bO  BUSINFSS  WEEK/NOVEMBER  1,  1993 


paper  so  the  recycled  version  will  be 
lily-white.  But  that's  nearly  impossible. 
The  next  best  solution  is  to  chemically 
separate  ink  from  paper  fibers  using  a 
flotation  process,  then  mix  the  grayish 
recycled  pulp  with  bleached  pulp  made 
from  wood.  Producers  can  buy  recycled 
pulp,  but  that  leaves  them  dependent 
on  outside  suppliers.  So  those  who  can 
afford  to  are  investing  in  de-inking 
equipment.  The  drawback  is  cost. 


Union  Camp  Corp.  plans  to  spen 
$100  million  over  the  next  two  years  a 
its  Franklin  (Va.)  plant  to  turn  400  ton 
of  office  paper  a  day  into  recycled  pulj 
International  Paper  Co.,  Hammermill' 
■parent,  has  bought  exclusive  Nortj 
American  rights  to  de-inking  technologl 
owned  by  Germany's  Steinbeis  Temmin 
Papier  &  Co.  and  has  pumped  $95  mi 
lion  into  its  Lock  Haven  (Pa.)  mill  t 
make  100%  recycled  copier  paper.  Tl; 
company  also  plans  to  spend  $3()0  millic 
by  1995  at  its  plant  in  Selma,  Ala.,  t 
de-ink  and  recycle  400  tons  of  paper 
day.  "Companies  with  strong  balanc 
sheets  are  moving  into  this  area,"  saj 
Evadna  Lynn,  a  paper-industry  analy: 
with  Dean  Witter  Reynolds  Inc.  "Thoj 
with  leveraged-up  balance  sheets"— si 
mentions  Georgia-Pacific  Corp.— "don 
want  to  spend  right  now." 

The  laggards  risk  losing  out  on  maj( 
orders.  Big  paper  buyers,  seeking 
bolster  their  images  with  customers,  ai 
banding  into  groups  such  as  the  Rec 


d  Paper  Coalition  on  the  West  Coast. 
St  year,  its  eight  members  bought 
500  tons  of  recycled  paper  with  up 
20%  reused  fibers.  This  year,  the 
lup  has  grown  to  68  members,  includ- 
Bank  of  America,  The  Gap,  and 
;htel  Group.  In  August,  the  Environ- 
ntal  Defense  Fund  forged  an  alliance 
t  will  harness  the  $1  billion  annual 
)er-purchasing  power  of  six  compa- 
3,  including  McDonald's,  NationsBank, 
I  Time  Warner,  to  demand  more  recy- 
d  fibers  in  paper.  This  follows  last 
ir's  decision  by  seven  Great  Lakes 
te  governments  to  form  a  coopera- 
;  to  buy  14,000  tons  of  recycled  copi- 
paper  annually. 

A^'eak  paper  profits  are  impeding 
se  efforts.  The  Forest  &  Paper  Assn. 
s  that  using  10%  recycled  fibers  costs 
5  more  than  using  pulp  from  wood,  an 
)leasant  prospect  with  paper  prices 
rock  bottom.  Uncoated  copier  paper 
;  plummeted  from  roughly  $1,020  per 

in  1990  to  $670  today.  "I've  been  in 

business  34  years,  and  I've  never 
n.it  this  bad,"  says  Thomas  C.  Norris, 
^sident  of  P.  H.  Glatfelter  Co.  in 
•ing  Grove,  Pa.,  which  makes  high- 
de  business  and  specialty  papers. 
ANING  UP,  Still,  the  writing  is  on  the 
II:  Probably  by  the  year  2000,  the 

of  chlorine  in  papermaking  will  be 
erely  restricted.  Since  being  fined  $3 
lion  by  the  EPA  in  1992  for  toxic  emis- 
is,  Louisiana-Pacific  Corp.  has  invest- 
$100  million  at  its  Samoa  (Calif.)  pulp 
1  to  bleach  wood  fibers  using  a  more 
'ironmentally  friendly  chemical— hy- 
gen  peroxide.  And  experts  say  other 
ipanies  will  have  to  do  likewise  to 
:ate  the  EPA.  That  won't  be  easy  for 
Ty  producer— hydrogen  peroxide  ap- 
ently  doesn't  work  well  on  Southern 
)d.  But  the  EPA  is  doing  a  major  re- 
w  of  regulations  that  govern  emis- 
is  from  paper  mills,  and  the  industry 
icipates  more  stringent  standards 
t  it  estimates  will  cost  $6  billion  to 

billion  to  implement  by  1998. 
The  switch  to  environmentally  cor- 
t  office  paper  has  just  begun.  The 
•est  &  Paper  Assn.  figures  that  in 
0,  the  most  recent  year  for  which  it 

figures,  just  6.4%  of  the  fibers  used 
)ffice  paper  were  recycled.  That  may 
tly  reflect  the  premium  of  up  to  10% 
h  paper  commands.  Still,  demand  is 
<ing  up:  The  association  sees  the  re- 
led  content  of  office  paper  rising  to 
D  by  1995.  To  hasten  that  trend,  EPA 
Tiinistrator  Carol  M.  Browner  is  urg- 

the  BUSINESS  WEEK  1000  companies 
recycle  their  share  of  the  80  million 
s  of  office  paper  that  America  throws 
ly  each  year.  Once  that  happens,  pa- 
■  buyers  will  have  to  decide  whether 
ir  desire  to  be  green  is  stronger  than 
ir  preference  for  white. 

By  Mary  Beth  Regan  in  Washington 


Diversification 
Made  Simple 


All  It  Takes  Is  One  Investment 

Fidelity  Asset  Manager.  Now  there's  an  easier  way  to  diversily 
across  a  broad  range  of  securities  with  one  simple  investment. 
This  fund  seeks  liigli  total  return  with  reduced  risk  over  the  long 
term  by  allocating  its  assets  among  domestic  and  foreign  stocks, 
bonds,  and  short-term/money  market  instruments. 


A  Record  of  Success. . . 

Fidelity  Asset  Manager  has  provided  an 
impressive  track  record  since  its  inception 
in  1988,  and  has  recently 
earned  the  highest  rating 
of  5  stars  fi'om  Momingstar. 
For  your  long-tenn  goals 
consider  putting  Fidelity 


Average  Annual 
Total  Returns* 


17.41"'" 

1  Year 


14.92° 

Life  of  Fund 


RATING 


***** 


Highest 


jT/S  ^^^^  Manager  to  work  for 
you.  Start  with  just  $2,500. 
There's  no  sales  charge. 

It's  Easy  To  Transfer  Your 
IRA  To  Fidelity. 

Call  today  for  a  Fidelity  IRA  Fact  Kit  and  transfer 
form.  Start  your  IRA  with  just  $500. 

For  a  Free  Fact  Kit  Call  24  Hours 

1-800-544-3898 


Fideliiy 


Inuesimenis' 

Common  sense.  Uncommon  results. 


For  a  free  fact  kit  coniaining  a  ciirreni  prospectus  for  Fidelity  Asset  Manager,  with  more  complete  information, 
including  charges  and  expenses,  plexse  call  or  write.  Read  it  carefully  before  you  invest  or  send  money.  *As  of 
<i/MWi-  Total  returns  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capit;il 
gains.  The  fund  commenced  operations  on  12/28/88.  'Momingstar  proprietary  ratings  reflect  historical  risk- 
adjusled  perfoniiance  as  of  8/3 1/93  The  ratings  are  subject  to  change  every  month.  Piist  perfomiance  is  no 
guarantee  of  future  results.  Momingstar  ratings  are  calculated  from  the  fund's  three-year  average  annual  return 
with  appropriate  fee  adjustment  and  a  risk  factor  that  reflect,s  ftjnd  performance  relative  to  three-month  Treasury 
bill  monthly  retums.  Ten  percent  of  the  ftjnds  in  an  investment  categon-  receive  five  stars  Fidelity  Distributors 
Corporation. 
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The  Intel486  DX2 
pn>cessor. 

\\  iih  its  unique  speed-doubling 
technolog}'.  the  i486  '■■  DX2  processor 
deli\ers  tw  ice  the  perfomiance  ot  our 
i486  DX  processor  at  a  comparable  system  price. 

S         Intel  Corporation, 


Catch  a 


This  means  you  get  the  pertbmiance  you  need  fc 
toda>  "s  most  popular  applications.  With  performanc 
to  spare  for  demanding  applications  like  \  ideo.  usim 
Intels  Indeo"  \ ideo  technology,  and  new  application 
just  around  the  comer. 

And  like  all  hitel486  processors,  its  designed  fo 


mg  star. 


ture  upgradability  with  an  Intel  OverDrive™ 
ocessor  so  your  PC  can  grow  as  your  needs  grow. 

Performance,  compatibility  and  room  for  the 
ture — three  reasons  the  i486  DX2  processor  is 
day's  best  value. 

So  catch  a  rising  star.  And  watch  your  software 


performance  reach  new  heights.  To  learn  more  about 
our  i486  DX2  processor,  call  1-800-395-7009  and  ask 
for  extension  14.  Or  see  your  local  computer  reseller. 


e  Corporation 


MANAGEMENT  I 


THE  FAST  TRACK 
LEADS  OVERSEAS 


Globalization  means  more  U.S.  managers  must  make  stops  abroad 


When  Eric  Phillips  ended  his 
White  House  Fellowship  two 
years  ago,  he  was  eager  to 
return  to  American  Telephone  &  Tele- 
graph Co.'s  home  office  in  Basking 
Ridge,  N.  J.,  and  get  his  career  back  on 
track.  Instead,  his  bosses  asked  the  10- 
year  AT&T  veteran  to  move  to  Brussels 
to  manage  sales  of  communication  ser- 
vices in  Europe.  "I  didn't  want  to  move 
my  family,"  says  Phillips,  40,  "I  knew 
my  wife  would  have  to  give  up  a  won- 
derful job.  But  the  company  was  going 
global.  I  had  to  go." 

Phillips  is  one  of  a  gi'owing  number  of 
U.  S.  executives  facing  a  similar  career 
dilemma,  as  more  and  more  U.  S.  compa- 
nies look  abroad  for  new  markets.  Ti-ue, 
many  corporations,  such  as  Citicorp  and 
IBM,  have  a  long  history  of  sending  their 
bright  young  stars  abroad.  But  a  fresh 
crop  of  U.  S.  companies  is  searching  for 
new  customers  overseas.  Companies  as 
diverse  as  AT&T,  Gerber,  Nynex,  Gener- 
al Electric,  and  Dell  Computer  have  an- 
nounced their  intentions  to  increase  their 
revenues  from  abroad  substantially. 
HEADING  OUT.  And  to  do  that,  they're 
expanding  their  ranks  of  overseas  exec- 
utives. The  numbers  aren't  huge  yet, 
but  the  trend  is  accelerating.  Nynex 
Corp.  has  101  U.  S.  executives  overseas, 
compared  with  virtually  none  five  years 
ago.  Dell  Computer  Corp.,  with  no  over- 
seas staffing  in  1988,  now  has  12  U.  S. 
executives  abroad.  Genei'al 
Motors  Corp.  has  485 
U.  S.  managers 
overseas,  up  15% 
from  1991.  Gerl)er 
Products  Co.,  with 
seven  U.  S.  execu- 
tives overseas,  is 
thinking  of  tripling 
that  number  by 
1995.  Likewise,  Mot- 
orola Inc.  expanded 
its  ranks  of  senior 
executives  overseas 
by  10%  this  year,  to 
25,  and  plans  an- 
other 10%  increase 
tor  1994.  "We  exi^ect 
it  to  continue  to  in- 


crease as  a  reflection  of  the  fact  that 
markets  are  opening  up  overseas,"  says 
a  Motorola  spokeswoman. 

As  companies'  global  ambitions  grow, 
many  fast-track  executives  now  see  for- 
eign tours  as  necessary  for  career  ad- 
vancement. Gerber  CEO  Al  Piergallini, 
who  is  building  markets  in  Latin  Amer- 
ica and  Central  and  Eastern  Europe, 
says  foreign  assignments  will  be  "em- 
phasized" in  the  future  as  part  of  normal 
career  development  for  his  executives. 
As  a  result,  Gerber's  country  manager 
in  Poland  feels  he  has  an  edge  over 
many  of  his  colleagues.  "My  overseas 
experience  sets  me  apart  from  the  rest 
of  the  MBA  bunch,"  says  Jan  Lower.  "I'm 
not  just  one  of  hundreds  of  thousands." 

Getting  one's  ticket  punched  abroad 
wasn't  always  seen  as  a  career  enhancer. 
Throughout  the  1980s,  multinationals 
routinely  sent  executives  abroad.  But 
with  merger  mania  and  a  booming  do- 
mestic economy,  most  of  top  manage- 
ment's attention  remained  focused  on 
the  U.  S.  And  when  expatriates  retiuTied 
home,  their  skills  didn't  translate  easily 
into  a  largely  domestic  strategy.  So 
many  middle  managers  concluded  that 
taking  an  assignment  overseas  was  an 
out-of-sight,  out-of-mind  career-killer. 

That  attitude  has  changed  with  gi'ow- 


GOING  ABROAD? 


Before  accepting  a  foreign  assignment, 
ask  some  basic  questions: 


IS  YOUR  COMPANY  GOING  GLOBAL? 


One  indicator:  Foreign  sales  are  at 
let^t  a  quarter  of  total  revenue  and 
groWjng.  It  helps  if  top  executives 
Qfe  overseas  veterans. 
A; 

CAM||Ol|TUNCTION  WELL  ABROAD? 

If  y6iir%j^:Worriecl,  find  out  if  your  ^ 
compa^  offers  language  m^^, 
lessons  ahd^ourjes  to 
understand  foreign  cultures. 


HOW  WILL  IT  AFFEa  YOUR  FAMILY?^ 

The  biggest  reasons  foreign 
assignments  fail  are  family-relatedj 
See  if  your  company  provides  -| 
counseling  to  help  you.  j 


WHAT  WILL  YOU  DO  WHEN  YOU  RETURN? 

Discuss  your  next  career  step  wilfi 
I      superiors  so  you  hove  hard  evidence 
I      that  your  foreign  tour  will  make  a 
*  difference. 


ing  corporate  globalization.  Most  I 
companies  continue  to  beef  up  te 
overseas  managements  with  foreigrr 
tionals,  who  have  a  good  grasp  of  c 
markets.  But  U.  S.  companies  thata 
just  beginning  to  exploit  new  marke: 
Asia  and  Eastern  Europe  are  alsce 
porting  more  U.  S.  executives.  Man;h 
lieve  that  homegi'own  talent  has  a)« 
ter  feel  for  their  products  and  corp(ia 
cultures.  : 

And  with  foreign  operations  becodi 
increasingly  important  to  the  boiO 
line,  U.  S.  corporate  culture  is  iL 
changing.  As  executives  at  compiil 
such  as  GM,  GE,  and  Procter  &  Gaibl 
with  years  of  experience  abroad,  w 
into  top  management  positions,  the  : 
redefining  the  image  of  a  successful  J. 
executive.  With  Ford  Motor  Co.'s  ie| 
sion  to  replace  retiring  CEO  HarokP' 
ing  on  Nov.  1  with  Alexander  .1.  - 
man,  each  of  the  Big  Three  auto  m\ 
will  be  led  by  :i 
ecutive  with  ext(±jii 
foreign  experiens.l 
Small  wonder,  li 
that  companie; 
there's  no  lack 
plicants  for  foreiri 
signments  thesel; 
"How  many  arif 
we  twist?  Not  n- 
says  Nan  Shepi.ii 
manager  of  glol|  l| 
man  resources  I  i 
Medical  System 
have  far  more  i  v 
dates  than  wtl 


jobs  offshore."£v 


executives  whc 


formerly  reluct  a 
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d  overseas  for  fear  of  disrupting 
r  families'  lives  or  their  spouses'  ca- 
's  feel  they  can't  risk  turning  down  a 
!ign  tour.  "Either  you  take  up  the 
r  or  suffer  the  consequences  later 
/our  career,"  says  S.  Enders  Wim- 
h  of  Runzheimer  International,  a  con- 
ing firm  specializing  on  international 
fing  issues. 

V^ho  gets  to  go  abroad?  Loren  Appel- 

m,  vice-president  for  human  resourc- 

at  AT&T,  says  he 

cs  for  executives 

li  appropriate 

Is.  Phillips  helped 

lage  the  installa- 

I  of  a  new  phone 

A'ork  for  the  U.  S. 

emment  before  his 

twship.  Applebaum 
prefers  executives 

1  a  track  record  in 

anding  a  new  busi- 

s  and  those  who 

e  proven  adaptable 
difficult  jobs. 

ly're  the  ones,  he 

s,  who  will  Hkely 

;tion  well  in  a  for- 

1  environment. 

Ixecutive  recruit- 
report   a  brisk 

iness  in  U.  S.  man- 

rs  already  over- 

3.  "These  people 
worth  their 

ght  in  gold,"  says 

1  Utroska,  an  ex- 

tive  recruiter  at 

1  R.  Ray  &  Co.  in 

leva    who  does 

Thes  for  U.  S.  and 


European  companies.  Consider 
Ross  Matthews,  who  was 
hired  away  from  Cigna  Corp. 
in  Tokyo  by  American  Inter- 
national Group  Inc.  in  1989. 
"There  are  very  few  people 
with  Japanese  experience," 
says  Matthews,  who's  in 
charge  of  marketing  commer- 
cial insurance  in  Japan  and 
Korea.  With  13  years  in  Asia, 
Matthews,  37,  can  hit  the 
ground  running. 

With  foreign  markets  tak- 
ing on  more  significance,  so 
too  has  the  importance  of  pre- 
paring expats-to-be  for  their 
foreign  tours— and  then  hold- 
ing on  to  them  once  they  re- 
turn. Time  was  when  many 
U.  S.  executives  were  packed 
off  with  a  one-way  plane  tick- 
et and  a  few  Berlitz  lessons. 
But  recently  companies  such 
as  AT&T,  GE,  and  Motorola 
have  started  offering  execu- 
tives and  their  families  cultural  train- 
ing and  more-intensive  language  pro- 
grams to  ease  the  transition. 

AT&T's  expatriate  program  is  one  of 
the  most  elaborate.  Five  years  ago,  the 
telecommunications  giant  had  no  defined 
policy  on  propping  expats.  Today,  in  ad- 
dition to  cultural  and  language  courses, 
executives  chosen  for  overseas  assign- 
ments develop  career  plans  with  their 
superiors  to  spell  out  what  skills  will 


be  enhanced  abroad.  More  important, 
the  plan  offers  possible  ways  those  tal- 
ents might  be  used  when  the  executives 
return  to  the  U.  S.  And  to  ease  the  iso- 
lation many  executives  feel  abroad,  AT&T 
also  assigns  a  mentor— usually  a  senior 
executive  at  the  home  office— to  each 
expatriate.  The  relation.ship  allows  ex- 
pats to  network  within  the  company. 

While  such  programs  may  make  for 
happier  employees,  they  also  help  en- 
sure that  the  millions  spent  on  expatri- 
ates won't  be  wasted.  The  cost  of  main- 
taining an  executive  in  Europe  can 
average  two  to  three  times  a  manag- 
er's base  salary  because  of  such  added 
costs  as  a  housing  allowance  and  tui- 
tion for  children's  private  school.  It's 
even  steeper  in  Japan,  where  cost-of- 
living  adjustments  can  ecjual  80%  of  base 
salaries— and  where  employers  often 
heavily  subsidize  an  expatriate's  strato- 
spheric rent:  It's  not  unusual  for  a  visit- 
ing executive  to  pay  $11,000  a  month 
for  a  modest  house  in  a  Tokyo  suburb. 
All  together,  GM  typically  spends 
$7.50,000  to  $1  million  on  an  executive 
and  his  or  her  family  during  a  three- 
year  stint  abroad. 

MANY  FAILURES.  Despite  the  emphasis  on 
assimilating  executives  and  their  families 
into  new  cultures,  many  still  find  over- 
seas assignments  tough.  Even  with  all 
the  new  cultural  training,  the  failure 
rate  hasn't  changed  from  the  1980s.  As 
many  as  10%  of  U.  S.  overseas  managers 
still  have  to  be  yanked  home  because 
they  don't  perform 
well,  says  Hal  Greger- 
sen,  a  professor  of 
business  administra- 
tion at  Brigham  Young 
University's  Marriott 
School  of  Management 
and  co-author  of  Glo- 
bai  Assignment,  a  new 
book  on  expatriate  ex- 
ecutives. The  inal)ility 
of  a  spouse  to  adapt 
to  a  foreign  culture  is 
the  leading  factor  be- 
hind the  substandard 
performance  Greger- 
sen  calls  "brown-out." 

Phillips'  wife,  Ange- 
la, 35,  knows  all  too 
well  about  a  trailing 
spouse's  painful  ad- 
justment. She  had  to 
put  her  own  career  on 
hold,  giving  up  her 
job  as  a  market  re- 
searcher. "It  was  very, 
very  difficult  to  ad- 
just," she  recalls.  'T 
had  to  stay  at  home 
and  didn't  have  a 
structured  day  any- 
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Grasp 


"Everything  we  do 
starts  with  knowing 
a  cHent's  business 
inside  out.  That's 
the  key  —  to  antici- 
pating their  needs, 
r      to  solving  their  prob- 
lems, to  bringing 
them  opportunities 
they  might  not  find 
on  their  own." 


Whether  we're  arranging  a 
financing  in  Hong  Kong, 
completing  an  acquisition 
in  Italy,  or  helping  to 
structure  a  distribution 
channel  for  new  products 
in  Latin  America,  we  serve 
our  clients  by  following 
a  few  simple  rules.  Under- 
stand their  objectives. 
Understand  their  business. 
Understand  how  to  make 


the  relationship  last. 


JPMorgan 


ill 


e  CorDoration 


more."  After  spending  the  summer  in 
Britain  taking  a  course  on  physical-fit- 
ness instruction,  Angehi  is  thinking 
about  giving  fitness  classes  in  Europe. 

Despite  the  sacrifices,  many  expats 
say  it's  worth  it.  Mark  Hogan,  the  41- 
year-old  head  of  cm's  Brazilian  subsidi- 
ary, says  he  has  become  a  far  more  rig- 
orous manager.  General  Motors  do 
Brasil,  GM's  second-largest  foreign  unit 
after  Adam  Opel  in  Germany,  is  in  a 
market  where  inflation  is  over  30%  a 
month.  "It's  essential  not  to  have  any 
del)t  on  your  books  and  to  turn  invento- 
ry over  as  soon  as  possible,"  he  says. 

Joseph  Timpanaro,  who  recently  re- 
turned to  Nynex"  White  Plains  (N.Y.) 
headquarters,  is  also  eager  to  put  his 
skills  to  use  at  home.  Timpanaro,  56, 
managed  a  Nynex  unit  in  Britain  that 
experimented  with  cable-TV  lines  to  offer 


local  and  long-distance  phone  service. 
Nynex  hopes  to  sell  similar  services  in 
the  U.  S.  if  there's  further  deregulation 
of  the  Baby  Bells.  In  the  meantime,  Tim- 
panaro has  already  been  rewarded  for 
his  work  abroad.  He  was  promoted  to 
senior  vice-president  for  finance  and 
strategic  planning  at  Nynex'  internation- 
al division.  Before  his  foreign  tour,  Tim- 
panaro was  a  vice-president  for  busi- 
ness development  at  Nynex. 

AT&T's  Phillips  feels  he's  getting  cru- 
cial on-the-job  training.  He  is  handling  a 
joint  venture  with  UTEL,  the  Ukrainian 
national  telephone  company,  to  provide 
modern  regional  and  international  phone 
service.  He  has  had  to  negotiate  sales 
contracts  that  take  into  account 
Ukraine's  lack  of  hard  currency.  He  fig- 
ures his  skills  could  be  applied  in  East- 
ern Europe,  China,  or  Cuba.  "I've 


learned  a  lot  about  barter,"  he  joke 
U.  S.  companies  still  have  a  long  w£ 
to  go  to  develop  a  deep  bench  of  exec 
fives  with  a  truly  global  outlook,  not( 
Brigham  Young's  Gregersen.  He  al; 
says  that  the  vast  majority  of  U.  S.  exe 
utives  are  unconvinced  that  an  overse; 
tour  will  lead  to  better  opportunitie 
But  clearly,  many  more  executives  ai 
seeing  the  value  of  a  stint  abroad.  I 
deed,  AT&T's  Phillips  isn't  all  that  eag' 
to  get  back  to  Basking  Ridge.  With  h 
company  on  the  prowl  for  new  frontie 
abroad,  he  is  talking  of  an  extend( 
tour  overseas.  TTie  way  the  career-min 
ed  Phillips  sees  it,  what's  good  for  atS, 
overseas  is  boimd  to  be  good  for  him. 

By  Patrick  Oster  in  Brussels,  tpith  Dav 
Woodruff  in  Detroit,  Neil  Gross  in  Toky 
Sunita  Wadekar  Bhargava,  and  Elizabe 
Lesly  in  New  York,  and  bureau  reports 


WHY  JAPAN'S  EXECS  TRAVEL  BETTER 


On  the  day  Yasuo  Sone  joined  Mit- 
subishi Corp.  right  out  of  school 
in  1962,  he  was  asked  if  he  wanted  to 
go  overseas.  Mitsubishi,  one  of  Japan's 
largest  general  trading  companies, 
didn't  need  Sone's  services  abroad  im- 
mediately. In  a  display  of  planning  that 
would  put  many  U.  S.  companies  to 
shame,  Sone's  bosses  were  just  sorting 
out  who,  over  the  next  40  years,  would 
spend  some  time  overseas. 

That  may  sound  ex- 
treme. But  as  U.  S.  compa- 
nies staff  up  abroad  in  the 
increasingly  competitive 
global  environment,  there's 
a  lot  they  can  learn,  once 
again,  from  Japan.  Japa- 
nese executives  posted 
abroad  are  generally  not 
as  well-compensated  as 
their  U.  S.  counterparts, 
but  they  tend  to  be  better 
prepared  than  American 
executives. 

LONGER  TOURS.  How  come? 
For  starters,  Japane.se  ex- 
ecutives receive  far  more 
orientation  and  language 
instruction  than  U.  S.  expatriates.  Eiji 
Mizutani,  president  of  the  Japanese 
unit  of  Wyatt  Co.,  a  human  resources 
consulting  firm,  says  Japanese  compa- 
nies emphasize  orientation  precisely 
because  most  Japanese  lead  much 
more  insular  lives  than  Europeans,  or 
even  Americans. 

Once  overseas,  Japanese  expatriates 
stay  longer— five  years  is  a  normal 
tour.  That,  in  turn,  often  allows  them 
to  develop  a  deeper  understanding  of 


foreign  markets.  Indeed,  Sone,  54,  an 
executive  vice-president  of  Mitsubishi 
International  Corp.,  based  in  New 
York,  is  on  his  third  U.  S.  tour.  Al- 
though the  U.  S.  stints  have  been  inter- 
spersed with  jobs  back  in  Tokyo,  Sone 
has  spent  a  total  of  10  years  in  the 
U.  S.  As  a  result,  he  says  he  has  got- 
ten very  close  to  his  American  cus- 
tomers, who  buy  a  wide  range  of  Mit- 


subishi products,  from  chemicals  to 
heavy  machinery. 

Japanese  executives  have  long  ac- 
cepted the  fact  that  a  stint  overseas  is 
often  necessary  for  career  advance- 
ment. After  all,  their  companies  de- 
pend on  exports.  Some  50%  of  Mit- 
subishi's $160  billion  in  revenues  last 
year  were  earned  abroad.  And  Mitsubi- 
shi says  1,000  of  its  9,827  Japanese 
employees  are  posted  abroad  at  any 
one  time. 


And  because  foreign  tours  are  s< 
critical  for  promotions,  Japanese  com 
panies  don't  have  to  offer  huge  com 
pensation  packages  to  lure  executive; 
abroad.  After  adding  in  items  such  a: 
cost-of-living  allowances  and  tax  protec 
tion,  Japanese  expatriates  receive  120° 
to  150%  of  their  base  salary,  accordinj 
to  J.  Stewart  Black,  a  professor 
business  administration  at  the  Amer 
can  Graduate  School 
International  Managemen 
in  Glendale,  Ariz.  By  cor 
trast,  U.  S.  executives  ge 
200%  to  300%. 

Japanese  expatriate 
also  appear  to  perfori 
better  during  their  foreig 
assignments.  A  recent  suj 
vey  of  144  multinational 
by  Rosalie  Tung,  professc 
of  international  business 
Canada's   Simon  Frast 
University,  found  that  th 
Japanese  typically  don 
suffer  from  the  kinds 
cultural  adjustment  prol 
lems  that  often  afflict  U. 
executives.  Instead,  inab 
ity  to  handle  increased  responsibility 
the  biggest  reason  Japanese  executiv 
fail  overseas.  And  even  that  doesr 
happen  too  often.  Most  Japanese  cor 
panies  responding  to  Tung's  survey  r 
ported  a  failure  rate  of  less  than 
vs.  10%  to  20%  for  most  U.  S.  comp 
nies.  Judging  by  those  results,  a  litt 
planning  can  indeed  go  a  long  wa 
By  Potnck  Oster  in  Brussels,  wi 
Neil  Gt'oss  in  Tokyo  and  Elizabeth  Li 
ly  in  New  York 
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Hie  HP  lOOLX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cutting-edge  computing  and 
commiuiications  features.  All  wrapped 
up  in  a  sleek  ll-oimce  package.  Includ- 
ing one-key  access  to: 

l^^l  cc:  Mail"  Mobile,  the  market- 
ISSI  leading  e-mail  software. 
Today's  new  car  d  modems  fit  neatly 
into  our  PCMCIA  2.0  slot,  connecting 
you  to  your  corporate  or  office  e-mail 
systems.  Talk  about  portable  com- 
numications!  Tliis  e-mail  solution  fits 
riglit  in  youi-  pocket. 

fl^SI  Take  most  ofyour  office  with 
ISEI  you.  Built-in  MS-DOS"  5.0 
means  you  can  rmr  optional  PC  soft- 


ware, such  as  Quicken,  Microsoft  ' 
Project  Manager  and  ACT!  No  other 
palmtop  comes  close. 

With  equal  ease,  you  can  create  cus- 
tom databases.  And  sort  thi'ough  a 
list  of  customer  billing  profiles  or 
your  favorite  restam'ants. 

Even  when  you're  on  top  of 
the  world,  om'  appointment 
book  keeps  you  on  top  of  yom' 
schedule.  With  week-  and  month-at- 
a-glance.  You  don't  miss  a  tiring. 

ECV|  Keep  riuming  nmnbers  on 
wKM  the  run.  One  touch  brings  up 
Lotus*  1-2-3;"  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  note- 


taker  to  captine  ideas.  Powerful 
analysis  on  the  HP  financial  calcula- 
tor Flexible  phone  book.  And  much, 
much  more. 

For  more  information  and  the  name 
ofyour  nearest  HP  lOOLX  dealer,  call 
us  at  1-800-443-1254,  Dept.  989.  Or  in 
Canada,  1-800-387-3867.  Then  liit  the 
road  armed  with  all  the  riglU  answers. 


HEWLETT^ 
PACKARD 


cc  Mail  Mobile  IS  a  U  S  trademark  of  cc  Mail,  3  wholly  owned  subsidiary  of  Lotus 
Oevelopmenl  Corpoialion  IVIicrosott  and  fwlS-OOS  are  U  S  registeied  uademarks  c 
Microsoft  Corporation  Lotos  and  1-2-3  are  U  S  registered  trademarks  ol  Lotus 
OewelopmefH  Corporation  (c)1993  HewleH-Packard  Company  PG12307A 


me  lyy/  reaerai  government  sarety 
standard.  With  standard  anti-lock 
brakes  and  a  steel  safety  cage  body ' 
unit,  Regal  means  safety,  any  way 
you  look  at  it.  For  more 
information,  call 

1-800-4A-BUICK 


pecial    Advertising  Section 


OFALLTHE 
AWARDS  WE 

WON  LAST 

YEAR,THESE 

MAY  MEAN  THE 

MOST 

automotive  awards  go,  last  year 
was  a  banner  year  for  tlie  Ckrysler 
Corporation.  Ajnong  tkem  were  several 
awards  of  special  importance,  not  only  to  us, 
kut  to  otker  residents  of  tkis  world  as  well. 

re  extremely  pleased  to  kave  won 
an  unprecedented  tkree  environmental 
awards  from  tke  United  iStates 
Government.  The  1992  \JS  EPA 

Stratospheric  Ozone 
Protection  Award,  The  1992 
Presidents  Environments 


mm 


;ON5ERVATION  CHALLENGE 

.WARD  and  The  1992  U5  EPA 

.DMINI5TRATOR\S  AWARD.  Its 
)t  easy  to  produce  a  reliable,  economical 
kicle  wkile  teing  sensitive  to  its  envi- 
inmental  impact.  But  we  re  doing  it. 
jid  we  re  getting  tetter  at  it  all  tlie  time. 

Here  are  some  of  tlie  ackievements 
lat  kelped  us  earn  tkese  awards:  As  early 
tke  1980s  we  kegan  reducing  emissions 
om  our  painting  operations.  Improved 
lint  application  lowered  plant  emissions  ky 
)%  and  we  discovered  kow  to  create  a  kigk 
lality  finisk  wkile  usmg  5o%  less  pamt. 

A'V^  kave  also  taken  aggressive  action 
kelp  preserve  tke  fragile  ozone  layer. 
)y  1994'  ^  new  Ckrysler-kuilt  products 
ill  kave  CFC-free  air  conditionmg  umts. 
kat  puts  us  years  akead  of  worldwide 
iidelmes. 

akout  recycling?  It  makes  as 
lUck  sense  for  our  plants  as  it  does  for 


there  are  a  lew  things  we  re  proud  to 


our  komes.  Eack  year  we  recycle  more 
tkan  26,000  tons  of  cardkoar  d,  35  ,000  tons 
of  wooden  pallets  and  over  700,000  tons 
of  scrap  metal.  Even  ketter,  newly  imple- 
mented programs  aim  to  eliminate  96% 
of  all  packaging  wastes. 

\V^itk  all  tkis  talk  akout  reduction, 
kere  are  a  few  tki 
say  we  ve  expanded  on.  One  of  tkese  is 
alternative  fuel  tecknology.  Ckrysler 
Corporation  akeady  kas  electric,  natural 
gas  and  metkanol  fuel  vekicles  for 
sale  today.  Wkick  also  puts  us  akead  of 
government  guidelmes. 

\V^kile  we  re  proud  of  our  ackievements 
so  far,  tkere  s  still  room  for  improvement. 

keep  working  for  a  day  wken 
tke  only  ky-products  from  our  plants  are 
more  of  tkese  awards. 

After  all,  tke  wkole  world  is  watcking. 


CH  RYS  LER  ^ 
CORPORATION 


Today's  cars  and  trucks  are  cleaner 
and  more  fuel  efficient  than  ever. 
Now  the  auto  industry  and  its  sup- 
pliers are  looking  at  new  ways  to 
make  these  cornerstones  of  our 
transportation  system  even  more 
environmentally  friendly. 

America  runs  on  wheels.  For  the 
vast  majority  of  transportation 
needs,  that  means  personal  cars  and 
trucks.  And  with  some  182  million 
oi  them  on  the  road,  there's  no 
question  that  motor  vehicles  have  a 
big  impact  on  the  environment. 

The  statistics  are  staggering. 
Figures  from  the  Federal  Highway 
Administration  say  Americans  will 
consume  110  billion  gallons  of  fuel 
in  the  process  of  driving  2.2  trillion 
miles  this  year.  Along  the  way, 
according  to  the  Environmental 
Protection  Agency  (EPAJ,  their 
vehicles  will  emit  thousands  of  tons 
of  exhaust  pollutants  into  the  air. 

With  numbers  that  large,  it's  no 
wonder  cars  and  trucks  are  continu- 
ing targets  for  increasingly  stringent 
regulatory  control.  Such  controls 
have  already  tacked  on  some  $3,000 
in  cost  to  the  average  new  car  stick- 
er. Costs  could  soar  another  50%  in 
the  1990s  as  cars  and  trucks  are 
required  to  meet  even  stiffer  envi- 
ronmental requirements. 

California  has  mandated  the  sale 
of  super-low  emission  vehicles  by 
1994,  and  other  states  are  consider- 
ing similar  moves  to  help  improve 
air  quality  in  urban  areas. 

They'll  be  ,^etting  some  help 
from  the  National  Energy  Policy  Act 
of  1992.  It  says  any  city  with  a  pop- 
ulation of  200,000  or  more  must 
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"Car  makers  have 
already  found  ways 
to  double  fuel  economy 

and  slash  real^world 
emissions  from  cars  80')o 
since  I  970.  Today's 
rn ore  s pac  e - e f f i c  i e n  1 
vehicles  consume  less 
raw  materials  and  are 
more  recyclable." 

have  a  portion  of  ultra-low  polluting 
vehicles  operating  by  2000. 

Other  federal  requirements 
will  change  the  way  gasoline  is  for- 
mulated beginning  in  1995.  This 
measure  is  expected  to  help  reduce 
vehicle  emissions  by  about  10%. 
Washington  is  studying  a  myriad  of 
other  vehicle-related  environmental 
laws,  includmg  tougher  fuel  econo- 
my and  emission  standards. 

II  SMALLER  FOOTPRIHT 

At  the  same  time,  vehicle  manufac- 
turers and  their  suppliers  are  step- 
ping up  their  efforts  to  shrink  the 
"environmental  footprint"  made  by 
each  new  car  and  truck.  One  reason: 
It's  simply  good  business  in  an  era  of 
growing  environmental  awareness 
among  consumers. 

Car  makers  —  prompted  primar- 
ily by  legislative  mandate  —  have 
already  found  ways  to  double  fuel 
economy  and  slash  real-world  emis- 
sions from  cars  SO'Yo  since  1970. 
Today's  more  space-efficient  vehi- 
cles consume  less  raw  materials  too. 


Achieving  the  same  percentage 
gains  in  the  future  will  be  man^ 
times  more  difficult  and  consider 
ably  more  expensive.  Yet  more  gain 
are  inevitable.  The  auto  industry  i 
investigating  every  potential,  fror 
exotic  fuels  and  alternate  engines  t 
new  materials  and  slipperier  designs 

Car  makers  are  also  stepping  u 
efforts  to  recycle  scrapped  cars 
About  10  million  cars  are  reclaimei 
by  the  U.S.  scrap  industry  eac 
year.  Roughly  75'l^i  of  their  weight  i 
being  recycled  already,  but  that  ma 
not  be  enough.  Likewise,  tire  mak 
ers  are  working  to  whittle  down  th 
country's  stockpile  of  2  billio 
scrapped  tires  —  including  tl: 
equivalent  of  350  million  passenge 
tires  added  to  the  heap  each  year. 

No  one  questions  the  need  for 
clean  and  healthy  environmen 
Indeed,  studies  confirm  that  env 
ronmental  concerns  will  impac 
America's  buying  decisions  for  mar 
years  to  come. 

But  the  American  public  is  ni 
yet  prepared  to  "buy  green"  at  ar 
price.  Consumers  remain  very  sens 
tive  about  the  cost  associated  wi 
environmentally  friendlier  product 
That  is  especially  true  for  big  tick 
items  such  as  cars  and  trucks,  whe 
buyers  aren't  yet  willing  to  tra( 
utility,  safety,  and  convenience  for 
greener  America. 

Regulators  march  to  a  differe 
set  of  priorities.  They  must  balan 
the  measurable  need  for  a  bett 
environment  against  the  politic 
realities  of  achieving  progress,  i 
they  do,  they  are  raising  fundamefj 
tal  questions  about  our  nation's  eci- 
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)mic  and  environmental  priorities. 
There  are  no  quick,  easy  answers 
hen  it  comes  to  the  car  and  the 
ivironment.  The  challenge  for  auto 
akers  and  their  suppliers  is  to  find 
path  through  often  conflicting 
ijectives  that  somehow  manages  to 
tisfy  everyone. 

^ERICA'S  'GREEK'  STREAK 

insumers  in  the  '70s  and  '80s  said 
ey  cared  about  the  environment, 
the  1990s,  they're  doing  some- 
ing  about  it.  Recycling  old  news- 
pers  and  soft  drink  cans  is  increas- 
^ly  de  rigueur  in  environmentally 
nsitive  households.  As  study  after 
idy  confirms,  consumers  expect 
inufacturers  to  produce  "greener" 
oducts  —  and  are  increasingly 
Uing  to  vote  for  environmental 
oducts  with  the  way  they  spend 
eir  purchasing  dollars. 
The  environmental  movement  is 
fluke.  Research  by  the  Hartman 
roup,  environmental  consultants 
sed  in  Newport  Beach,  California, 
idicates  at  least  half  of  all 
nerican  consumers  engage  in 


"environmentally  desirable  activi- 
ties," primarily  by  collecting  house- 
hold waste  for  recycling. 

To  most,  according  to  the 
Hartman  Group,  "environment"  is  a 
personal  issue  measured  in  terms  of 
family  or  household  activities.  That 
is  particularly  true  among  the  well- 
educated,  high  income,  female  con- 
sumers who  control  the  biggest 
share  of  shopping  dollars  spent.  In 
comparing  competing  products, 
more  and  more  consumers  consider 
"green"  factors  to  be  the  decision 
tie-breaker. 

"Companies  are  realizing  this 
environmental  movement  isn't 
trendy,"  says  Hartman  Group 
President  Harvey  H.  Hartman.  "It's 
become  a  long  term  influence  on 
purchase  behavior." 

It  showed  up  first  among  rela- 
tively inexpensive  and  frequently 
purchased  items.  Hartman  doubts 
that  environmental  considerations 
will  ever  become  the  primary  rea- 
son to  buy  one  vehicle  over  another. 

Yet,  Hartman  says,  the  environ- 
ment is  "definitely  on  the  list"  of 
purchase  factors  for  car  buyers  — 


something  that  wasn't  so  20  years 
ago.  He  believes  that  auto  makers 
who  figure  out  how  to  tell  a  com- 
pelling environmental  story  about 
their  products  will  end  up  with  an 
important  competitive  edge  by  the 
end  of  the  decade. 

Developing  an  environmental 
marketing  edge  won't  be  easy,  how- 
ever. Researchers  say  consumers  are 
often  skeptical  of  environmental 
claims  about  products.  Vehicle  mak- 
ers are  especially  sensitive  to  the 
fact  that  most  of  the  environmental 
improvements  to  their  products  and 
facihties  to  date  have  been  mandat- 
ed by  government  regulation.  They 
know  they  can  create  a  "green"  mar- 
keting advantage  only  if  they  can 
point  to  consumer  value  beyond 
that  gained  through  compliance 
with  federal  laws. 

Doing  so  will  mean  examining 
every  facet  of  the  vehicle-making 
process  and  finding  economically 
sound  ways  to  integrate  environ- 
mental practices.  "It's  a  different 
way  of  doing  business,"  declares 
Hartman,  "and  we're  telling  compa- 
nies they  must  address  it  now." 


LERSHIP  SERVICE  OPERATIONS  OF  THE  FUTURE 


IVI's  Service  Technology  Group  envisions  future  dealership  service  operations  linked  by  a  "Local  Area  Network."  The  LAN  will  give  repair 
xhnicians  instant  electronic  access  to  service  bulletins,  repair  manuals,  and  advice  from  the  factory. 


S299/month  24-monlh  lease  at  participating  dealers.  Tax.  license,  title  fees  and  insurance  extra.  Mileage  charge  of  10  cents  per  mile  over  30.000.  GMAC  must  approve  lease.  Example  based  on  4,Door 
S-Blazer  Tafioe  4x4:  522,847  M.S.R.P.  including  destination  charge.  First  month's  lease  payment  of  S298.63.  $1260  down  payment,  plus  S325  refundable  secunty  deposit  for  a  total  of  $1883.63  due  at 
lease  signing  (includes  capitalized  cost  reduction).  Total  of  monthly  payments  is  S7167.12.  Payments  may  be  slightly  higher  in  AL.  AR.  CA.  NY,  TX  and  VA.  Option  to  purchase  at  lease  end  for  Sl6,-022.82.. 
Purchase  option  price  is  fixed  at  lease  signing  and  varies  by  model,  equipment  level,  usage  and  length  of  lease.  Lessee  pays  for  excessive  wear  and  use.  See  your  participatirig  dealer  for  qualificatioii 
details.  Chevrolet,  the  Chevrolet  Emblem  and  Blazer  are  registered  trademarlcs  and  Chevy  and  Tahoe  are  trademarlcs  of  the  GM  Corp.  ©1993  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


B»,  kjrou„d  FI,„tof;r»pl,v:  Bond  F.ll.^.®1990  Monte  Najlrr,  All  R.fhls  Reserved. 

Two  Summers,  Two  Wixters,  Two  Spriin^gs, 
Two  Falls,  $299  A  Mokth, 


The  S-Blazer  2-Year  Lease.  $299  A  Month.  $1260  Do^^  'n.  ^"^  lioever  saitl,  '\ou  onlv 


go  around  once,  ■vras 


Avrong.  'Witk  tkp  S'Blazer  -2""!lear  Lease  Plan,  you  go  aroundl  twice.  T^to  glorious  years  of  traTel  and  adventure 
in  a  '^-1  Chew  ^-.Blazer  Talioe  =1x4.  With  a  200-HP  ^'6,  electronic  automatic  transmission,  pusk-tuttorB: 
alumin  im  -svkeels,  air,  and  power  ■windows  and  locks,  S~Blazer  is  one  sport  utility  vehicle  tKats  well 


equipped  to  g  i  anywkere,  do  anytking.  S'Blazer  gives  you  all  tins,  and  after  just  two  years,  it  gives  yoi 
sometliing  tliat's  rare  in  a  leases  vour  freedom.  3Iaike  tke  next  twovears  tke  best  vears  oi 


your  life.  Spend  tliem  m  a  C  kevy  azer.  Tl  le  vekicle  tkat  originated  tke  species.      C  H  E  \'  R  0  L  E 1 
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LEflHIHG  UP  THE  TAILPIPE 

fact,  Detroit's  way  of  doing  busi- 
?ss  changed  forever  when  the  fed- 
al  Clean  Air  Act  went  into  effect 

1970.  The  law  set  tough  emission 
nits  for  cars  and  trucks  at  a  time 
hen  no  one  knew  exactly  how  to 
hieve  the  standards.  Since  then 
her  requirements  —  notably  the 
orporate  Average  Fuel  Economy 
^AFE)  requirements  —  have  been 
ided  to  help  the  automobile  clean 
)  its  act. 

As  a  result,  today's  vehicles  con- 
me  far  less  fuel  and  leave  behind 
r  fewer  pollutants.  But  that's  only 
rt  of  the  story. 

Modern  cars  and  trucks  are  built 
plants  that  consume  less  energy 
d  create  much  less  waste  than  auto- 
otive  factories  did  in  the  1960s, 
ehicles  are  being  designed  to  make 


it  easier  to  dismantle  and  re-claim 
their  components.  Some  already  use 
recycled  metals  and  plastics. 

The  Emission  Problem  Defined 

Before  the  Clean  Air  Act,  the  aver- 
age passenger  car  spewed  nearly  1 5 
grams  of  incompletely  burned  fuel 
(hydrocarbons  or  HC)  into  the  air 
with  every  mile  traveled.  Trucks 
were  even  worse. 

It  was  little  wonder.  Air  quality 
was  not  a  concern  for  most 
Americans  then.  They  wanted  big 
cars  with  plenty  of  pep.  And  with 
gasoline  priced  around  ZOc  per  gal- 
lon, who  cared  how  efficiently  it 
was  consumed? 

Air  pollution  researchers  cared. 
They  began  to  document  the  degree 
to  which  cars  and  trucks  con- 
tributed to  air  pollution.  Studies 


missions  from  new  cars  and  trucks  are  down  sharply,  but  the  number  of  vehicles  and 
le  miles  they  are  driven  keeps  rising. 


showed  that  levels  of  carbon 
monoxide  (CO)  —  a  byproduct  of 
incomplete  combustion  —  were 
climbing  in  urban  areas.  At  the  same 
time,  researchers  in  California  dis- 
covered that  sunlight  caused  two 
other  key  elements  in  automotive 
exhaust  —  hydrocarbons  and  oxides 
of  nitrogen  (NOx)  —  to  react 
chemically,  forming  smog. 

Legislating  Innovation 

The  Clean  Air  Act  set  up  increasing- 
ly tough  emission  goals  for  HC,  CO, 
and  NOx  emitted  by  any  new  car 
sold  in  the  United  States.  It  created 
somewhat  less  stringent  limits  for 
trucks.  The  standards  specified 
reductions  as  high  as  95%  under 
controlled  test  conditions.  Progress 
by  the  manufacturers  would  be 
monitored  by  the  newly  created 
Environmental  Protection  Agency. 

What  the  law  and  the  EPA  didn't 
say  was  exactly  how  auto  makers 
were  to  meet  the  new  standards. 
Manufacturers  correctly  argued  that 
no  current  technology  existed  to  do 
so.  They  also  predicted  that  invent- 
ing the  necessary  emission  control 
hardware  would  add  significantly  to 
the  cost  of  a  new  car. 

It  took  years  for  auto  makers  to 
achieve  the  statutory  limits  set  by 
the  Clean  Air  Act.  Along  the  way, 
they  significantly  advanced  their 
understanding  about  how  air  and 
fuel  combine,  ignite,  and  combust 
inside  auto  engines. 

Catalysts  &  Electronics 

Under  ideal  conditions,  the  only 
byproducts  of  burning  gasoline  are 


THE  NEW  ALL-SEASON  CONVERTIBLE,  i  s  not  merely  a  car  but  an  sland  in  a  sea  of  gridlock  Not 
gray  Because  safety  remains  the  cornerstone  of  BMW's  philosophy,  we  ve  engineered  the 

.™  =,s,e„  can  .e  o„  *«r  un*r  c,.*  coitions,  .,e„  .eep  snow,  <,rave,  or  w^en  snowcna.ns  are  use 


K*1 


bags,  an  optional  rollover  protection  system  and  a  rigid  body  that 
3ady  meets  the  1997  federal  side  impact  standards.  All  Season 
iction"  (available  to  order  as  an  option)  is  further  proof  that  the 
1W  325i  Convertible  is  truly  designed  to  help  you  take  a  vacation 
5  days  a  year.  Call  1-800-334-4BMW  to  arrange  a  test  dnve. 


THE  ULTIMATE  DRIVING  MACHINE.' 


993  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 
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water,  carbon  dioxide,  and  nitrogen 
dioxide.  In  fact,  a  host  of  undesir- 
able byproducts  are  created,  many 
as  an  auto's  engine  changes  speed  or 
takes  on  more  load. 

Auto  makers  met  interim  clean 
air  standards  by  fine-timing  mechan- 
ical carburetors.  They  also  slapped 
auxiliary  air  pumps  on  engines 
whose  job  was  to  inject  extra  air 
into  the  exhaust  system,  burning 
exhaust  hydrocarbons  before  they 
could  escape  the  tailpipe. 

The  tradeoff  was  lowered  fuel 
economy  and  a  sharp  rise  in  drive- 
ability  problems  such  as  engine  surg- 
ing. Engineers  knew  they'd  need 
more  sophisticated  solutions  to 
meet  the  next  level  of  Clean  Air  Act 
standards. 

Enter  the  catalytic  converter. 
Introduced  on  a  mass  scale  in  the 
mid-1970s  by  General  Motors  Corp., 
this  muffler-like  canister  held  plat- 
inum that  dramatically  accelerated 
the  elimination  of  pollutants  in  the 
exhaust  stream. 

All  auto  makers  quickly  adopted 
two-way  catalysts,  so  named 
because  they  attacked  HC  and  CO 
emissions  simultaneously.  Soon 
engineers  developed  three-way  con- 
verters which  could  reduce  NOx 
emissions  as  well. 

Unfortunately,  three-way  cata- 
lysts work  well  only  within  a  narrow 
operating  "winc^ow".  It  takes  a  hot, 
oxygen-rich  environment  to  burn 
HC  and  CO.  But  controlling  NOx 
requires  the  opposite:  cooler, 
oxygen-poor  conditions. 

Carburetors  couldn't  maintain 
the  right  balance  accurately  enough. 
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So  auto  makers  switched  to  elec- 
tronic engine  controls  and  fuel  injec- 
tion systems. 

Today's  cars  use  sensors  to  mea- 
sure the  oxygen  content  in  their 
exhaust,  feeding  back  the  informa- 
tion to  a  computer  which  automati- 
cally adjusts  the  mixture  of  air  and 
fuel  entering  the  engine.  The  result 
is  close  to  perfect  air/ fuel  mixing 
whether  you're  starting  your  car  on 
a  cold  morning,  accelerating  briskly 
onto  an  expressway,  or  cruising 
along  for  hours  at  55  mph. 

The  Return  of  Power 

There's  a  potential  bonus  in  control- 
ling an  engine's  emissions:  better 
fuel  economy.  Managed  properly 
the  same  process  that  increases 
combustion  efficiency  can  also 
squeeze  the  most  possible  perfor- 
mance out  of  every  drop  of  fuel 
burned  in  the  engine. 


It  can,  that  is,  when  the  engine 
control  system  is  sophisticated 
enough.  That  wasn't  so  in  the  early 
days  of  automotive  pollution  con- 
trol. Air  pumps  and  other  add-on 
devices  worked  to  burn  wasted  fuel 
after  it  left  the  engine  but  before  it 
exited  the  tailpipe. 

It's  a  different  story  today. 
Power  and  performance  are  back. 
Yet  even  the  biggest  or  most  power- 
ful of  modern  cars  runs  cleaner  and 
delivers  superior  fuel  economy.  It's 
a  case  of  having  your  cake  and  eating 
it  too.  The  secret  lies  in  better  man- 
agement of  fuel  usage  inside  tht 
engine  itself. 

Federal  law  says  modern  cars  anc| 
trucks  must  perform  this  minor  mir ' 
acle  for  five  years  or  50,000  mile; 
with  no  more  than  routine  mainte 
nance.  Future  standards  will  requirt 
emission  control  systems  to  functioi 
twice  as  long  without  repair. 


Big  cars  like  tliis  1993  Buick  Roadmaster  average  far  better  fuel  economy  than  did 
compact  cars  built  In  the  1970s. 


en  you  were  a  kid  you  made  yourself  a  promise. 


Maybe  this  is  the  year  you  mak 
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)od  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  hke  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LTl  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


Chevrolet  Corvette 


Special  Advertising  Section 


TING  THE 


a  I 


HLTERHfiTiyE 
POiER  SOURCES 

Cars  don't  have  to  be  powered  by 
conventional  gasoline  engines.  Auto 
makers  and  other  researchers  have 
been  looking  at  alternative  power 
sources  for  decades. 

There  are  plenty  of  workable 
options.  But  so  far  none  has  been 
able  to  match  the  high  performance 
and  relatively  low  operating  cost  of 
the  venerable  gasoline  engine. 

Proponents  of  other  power 
sources  say  that  isn't  surprising. 
After  all,  billions  of  dollars  have 
been  spent  over  the  past  90  years 
perfecting  the  piston  engine.  Might 
not  other,  less  thoroughly  refined 
options  eventually  prove  superior? 

Now  may  be  the  time  to  find 


out.  Experts  point  out  that  the 
threat  of  disrupted  oil  supplies,  not 
to  mention  chronic  air  quality  prob- 
lems in  many  U.S.  cities,  make  it 
more  important  than  ever  to  find 
new  ways  to  power  America's  cars 
and  trucks. 

Two-Stroking  the  Piston  Engine 

Perhaps  it  is  no  surprise  that  one  of 
the  most  interesting  options  to  auto 
makers  is  a  variation  of  the  tried- 
and-true  piston  engine. 

These  days  virtually  every  major 
car  company  is  experimenting  with 
two-stroke  engines,  most  familiarly 
known  to  consumers  as  the  buzzy 
little  motor  found  in  weed  trimmers 
and  chain  saws. 

The  two-stroke  engine  gets  its 
name  from  its  ability  to  perform  the 


four  cycles  of  internal  combustio 
—  intake,  compression,  ignition,  an 
exhaust  —  in  only  two  pisto 
strokes,  one  up  and  one  down 
takes  four  piston  strokes  for  a  coi 
ventional  auto  engine  to  accomplis 
the  same  task. 

Two-stroke  automotive  engin( 
are  dramatically  smaller  and  light( 
than  their  four-stroke  cousin 
Pound  for  pound,  they're  also  moi 
powerful.  Those  attributes  translal 
into  the  potential  for  a  more  con 
pact  engine  compartment,  less  veh 
cle  weight,  and  better  fuel  economy 

Controlling  emissions  remains 
problem  for  two-stroke  engine 
however.  Even  so,  many  auto  ma 
ers  hint  they  will  debut  ca 
equipped  with  two-stroke  engin^ 
later  in  this  decade. 


Nissan's  Future  Electric  VcniLiu        ;  cm  lecharge  40%  of  its  battery  capacity  In  only  six  minutes. 
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ie  Voivo  Experimental  Concept  Car  (ECC)  is  a  hybrid  powered  by  an  electric  motor, 
jtterles,  and  turbine  generator. 


e  Case  for  Electrics 

ectric  cars  have  been  tooling 
Dund  since  the  automobile  was 
rented.  But  they've  alv^ays  come 
second  to  the  gasoline  engine's 
perior  combination  of  range, 
:eleration,  and  ease  of  refueling, 
ttery  technology  has  always  been 
;  major  stumbling  block. 
Still,  electrics  offer  one  impor- 
nt  feature  that  conventional 
gines  don't:  zero  exhaust  emis- 
ns.  That's  a  compelling  advantage 
urban  areas  where  smog  is  a  per- 
tent  problem.  So  it's  no  surprise 
at  California  has  mandated  the 
e  of  electric  cars  by  1998. 
Critics  complain  that  California's 
:ion  legislates  a  market  for  elec- 
cs  whether  the  technology  is 
ractive  to  buyers  or  not.  Perhaps 
,  but  it  also  creates  the  biggest 
irket  for  electrics  in  recent  history 
;ardless  of  price. 

Preparing  a  vehicle  for  an  electri- 
1  propulsion  system  is  not  diffi- 
It.  But  coming  up  with  a  powerful 
ough  battery  system  is  another 
itter.  Last  year  Detroit's  Big  3 
inufacturers  formed  an  Advanced 


Battery  Consortium  to  help  clear 
this  hurdle.  One  of  the  most 
promising  candidates:  a  nickel- 
metal  hydride  battery  said  to  pro- 
vide a  300-mile  range  on  a  15- 
minute  charge.  Auto  companies  are 
also  looking  into,  other,  more  exot- 
ic ways  to  power  electrics,  includ- 
ing high-speed  flywheels  hooked 
up  to  electrical  generators. 

No  matter  what  the  power 
source,  though,  analysts  say  the  first 
crop  of  electrics  won't  come  cheap. 
They  warn  that  consumers  can 
count  on  a  price  premium  of  at  least 
$5,000  or  more. 

Auto  makers,  of  course,  may 
elect  to  absorb  most  of  that  cost. 
They  may  have  no  choice. 
Consumer  surveys  show  that  buyers 
expect  to  pay  less  for  an  electric, 
not  more.  The  main  reason: 
Electrics  lack  the  range  and  perfor- 
mance of  a  piston-powered  vehicle. 

Taking  the  Hybrid  Approach 

Another  promising,  perhaps  com- 
plex, alternative  for  clean  automo- 
tive power  is  one  that  combines 
some  of  the  best  features  of  electric 


and  gasoline  power  within  the  same 
vehicle  powertrain. 

Called  hybrids,  these  cars  use  an 
electric  drive  system  that  is 
recharged  by  a  small  internal  com- 
bustion engine.  Some  versions  are 
configured  so  the  vehicle  can  switch 
from  all-electric  power  around  town 
to  internal  combustion  for  greater 
range  between  cities. 

General  Motors,  Volvo,  and 
Volkswagen  are  among  the  auto 
makers  who  have  demonstrated 
working  hybrid  vehicles  recently. 
Domestic  manufacturers  are  trying 
to  convince  the  California  Air 
Resources  Board  to  permit  hybrids 
as  a  more  attractive  alternative  to 
all-electric  vehicles  in  California. 

Hybrid  technology  is  complicat- 
ed, requiring  complex  electronics  to 
control  battery  power  levels  and 
shift  smoothly  between  drive  sys- 
tems. The  system's  overall  energy 
efficiency  also  falls  short  of  simpler 
power  sources.  Still,  it  offers  a  rare 
compromise  between  super-clean 
electric  power  and  the  convenience 
of  conventional  gasoline  power. 


The  Volvo  ECC's  turbine  connects  to  an 


electricity-generating  alternator. 


The  ECC's  high-speed  turbine  spins  at  a 
constant  90,000  rpm. 
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TAURUS  PUT  AMERICAS  DRIVERS  FIRST 
AND  THEY  RETURNED  THE  E\VOR. 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 


It's  a  perfect  relationship. 

Ford  keeps  right  on  working 
to  make  sure  Taurus  is  sleek, 
refined  and  safe. 

In  return,  Americas  drivers 
keep  right  on  loving  it. 

They've  made  it  the  number 
one  selling  car  in  America* 

Look  into  the  1994  Taurus, 
and  you'll  find  solid  proof  that 


Ford  knows  what  drivers  are 
looking  for. 

HAVE  YOU  DRIVEN  THE 
LATEST  TAURUS? 

The  1994  Taurus  is  as  beaut  I 
ful  as  ever,  inside  and  out.  Its 
ride  is  smooth  and  quiet,  its 
body  corrosion  resistant  and  i 
list  of  amenities  even  longer. 


I  AUSE  DRIVERS  PUT 
/  ETY  FIRST. 

For  an  added 
measure  of 
safety,  dual 
air  bags**  are 
dard  and  ABS  available  on 
y  Taurus. 

d  speaking  of  security. . . 
994  every  Ford  car  comes 


with  our  Roadside  Assistance 
Program!**  Help  is  only  a  toll- 
free  call  away  should  you  and 
your  family  need  a  tire  changed, 
lockout  assistance  or  a  fuel 
delivery.  It's  just  one  more 
example  of  how  much  we  care. 


■Based  on  1993  MYTD  manufacturers  reported  retail  deliveries 
"Driver  and  ngtit  front  passenger  supplemental  restraint  system 
Alv^ays  v^ear  your  safety  belt 
■*3  years/36,000  miles  See  dealer  for  details 


HAVE  YOU  DRIVEN 
A  FORD  UTELY? 
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FUEL  ECONOMY 

When  fuel  prices  shot  up  during  the 
energy  crisis  of  1973,  America  sud- 
denly got  serious  about  fuel  econo- 
my. Consumers  rushed  to  trade  in 
their  big  land  yachts  for  lighter  and 
more  efficient  cars. 

Americans  eventually  drifted 
back  to  their  love  of  big,  powerful 
cars.  But  before  they  did,  the  mania 
for  small  cars  established  a  market- 
ing beachhead  for  Japanese  and 
European  auto  makers  in  the  U.S. 
market.  It  also  prompted  a  new 
round  of  federal  regulation,  this 
time  aimed  at  forcing  an  across-the- 
board  improvement  in  fuel  economy 
for  every  new  car  sold  in  America. 

Corporate  Average  Fuel  Eco- 
nomy (CAFE)  standards  gave  auto 
makers  a  series  of  higher  and  higher 
fuel  economy  averages  to  meet, 
beginning  in  1975.  The  objective 
was  to  double  average  fuel  economy 
in  10  years,  reaching  a  level  of  27.5 
mpg  by  1985. 


"CAFE  standards 
have  doubled  the  fuel 
economy  of  new  cars 
over  20  years.  But  fuel 

consumption  has 
climbed  10%  because 
Americans  are  driving 

more  each  year/' 


Imports  surpassed  that  goal  in 
IS)80,  primarily  because  most  of 
their  cars  were  already  small  and 
relatively  fuel-efficient.  Domestic 
auto  makers  won't  hit  the  27.5  mpg 
mark  till  this  year,  according  to  fig- 
ures from  the  U.S.  Department  of 
Transportation. 

Running  To  Keep  Up 

It  hasn't  been  because  Detroit  isn't 
trying.  Indeed,  domestic  cars  often 
exceed  the  fuel  economy  of  compa- 
rable foreign  models. 


f-ord's  experiments  with  new  materials  tor  cars  includes  this  auto  body  made  entirely  of 
Sight-weight  aluminum. 


But  domestic  makers  se 
greater  proportion  of  large  cars,  an< 
that  brings  down  their  overall  CAF! 
number.  Some  Japanese  manufac 
turers  are  discovering  the  sam 
problem  as  they  add  larger  mode 
to  their  lineup. 

It's  all  a  matter  of  sales  mix.  Eac 
manufacturer's  CAFE  is  determine 
by  what  it  actually  sells,  not  ju; 
what  it  produces.  So  if  buyers  op 
for  less  thrifty  models,  a  manufa( 
turer's  CAFE  suffers. 

Which  is  exactly  what  consume! 
have  been  doing  in  recent  years.  Th 
in-use  average  for  cars  and  lighi 
duty  trucks  zoomed  from  about  1 
mpg  in  1975  to  20  mpg  in  198! 
But  it  hasn't  budged  since,  accorc 
ing  to  the  EPA. 

America's  lust  for  driving  isn 
helping,  either.  Statistics  from  tf 
American  Petroleum  Institute  sho 
total  consumption  of  gasoline  in  tf 
U.S.  has  increased  by  about  lO'X)  - 
more  than  10  billion  gallons  —  sim 
CAFE  standards  were  implements 
in  1975.  The  reason:  We  drive  3 
further  each  year. 

The  Arithmetic  of  CAFE 

Under  CAFE  rules,  a  manufactur 
can  sell  high-mileage  cars  to  offs 
demand  for  its  less  fuel-efficie 
models.  But  the  relationship  isn't 
simple  as  it  sounds. 

Most  of  us  think  of  fuel  econon 
in  terms  of  miles  per  gallon.  Th 
two  cars  have  a  combined  avera^ 
fuel  economy  of  25  mpg  if  one  gei*.! 
20  mpg  and  the  other  gets  30  mpg 

CAFE  looks  at  fuel  consumptio' 
fromi  the  opposite  direction.  Sin" 
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e  fully-equipped  Ford  SYNTHESIS-2010  family  sedan  weighs  only  2,200  pounds  and  is  98%  recyclable. 


purpose  is  to  track  fuel  consump- 
a,  not  fuel  economy,  CAFE  mea- 
■es  gallons  per  mile  instead  of 
es  per  gallon.  Result:  The  CAFE 
a  20  mpg  and  30  mpg  car  fleet  is 
ser  to  23  mpg.  Auto  makers  must 
1  more  high-mileage  cars  than 
I'd  expect  to  balance  the  sale  of  a 
^-mileage  car. 

The  CAFE  standards  have  helped 
ible  the  average  fuel  economy  of 
lay's  cars  over  pre-CAFE  levels, 
le  example:  A  1994  Lincoln 
wn  Car  offers  better  fuel  econo- 
than  did  Ford's  most  fuel-effi- 
at  model,  the  Pinto,  15  years  ago. 

jnting  Up  the  Results 

ubling  the  average  new-car  fuel 
inomy  is  admirable.  But  it  doesn't 
an  America  is  saving  gasoline. 
The  opposite  is  true.  Statistics 
\  'W  that  U.S.  consumers  are  burn- 


SYNTHESIS-2010  has  an  all-aluminum 
suspension  system. 


ing  up  more  gasoline  than  ever. 
Blame  it  on  a  growing  number  of 
cars  on  the  road,  plus  an  average  3% 
more  miles  driven  each  year. 

The  problem  is  exacerbated  by 
the  fact  that  light-duty  trucks  — 
whose  CAFE  is  just  over  20  mpg  — 
now  account  for  nearly  40%  of  all 
vehicle  sales  in  the  United  States. 

Besides,  consumers  are  not  nearly 
as  crazed  about  fuel  economy  as 
they  were  in  the  midst  of  the  last 


two  energy  crises.  Of  course,  even 
the  largest  and  most  powerful  new 
car  is  a  paragon  of  efficiency  com- 
pared to  the  gas  hogs  of  the  1960s. 
But  experts  calculate  we  could  slash 
the  country's  annual  fuel  consump- 
tion by  as  much  as  50%  if  we  all 
climbed  into  the  most  fuel-efficient 
cars  currently  available. 

Diet  Cars 

Building  automotive  powerplants  to 
work  more  efficiently  isn't  the  only 
way  to  boost  fuel  economy.  Over 
the  past  20  years  American  car  mak- 
ers have  made  dramatic  strides  in 
design  and  materials  that  save  fuel 
by  reducing  vehicle  weight. 

Today's  cars  are  roughly  1,500 
pounds  lighter  on  average  than  mod- 
els built  20  years  ago. 

According  to  the  National 
Academy  of  Sciences,  a  10%  reduc- 
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tion  in  a  vehicle's  weight  can  boost 
fuel  economy  by  3%-5%.  Besides,  a 
lighter  car  recjuires  less  power  to 
move,  so  its  engine  can  be  smaller 
and  less  polluting. 

Aluminum  is  one  of  the  most 
attractive  alternatives  to  steel. 
Aluminimi  engine  blocks  and  cylin- 
ders are  increasingly  common. 
Soon,  aluminum  bodies  may  be  just 
as  commc^nplace. 

If  so.  Ford  may  lead  the  way.  It 
is  the  auto  industry's  most  vocal 
proponent  of  aluminum,  using 
16  million  tons  of  the  metal  per 
year  in  body  panels  alone.  Ford's 
Mark  VI 11  uses  almost  500  pounds 
of  aluminum. 

These  days  Ford  is  testing  a  fleet 
of  20  Mercury  Sables  with  all- 
aluminum  bodies  that  weigh  400 
pounds  less  than  conventional 
Sables.  It's  also  evaluating  a  much 
more  radical  all -aluminum  ear 
L ailed  Synthesis-2010.  The  vehii^le  is 
98'^  recyclable  and  weighs  46%  less 
than  a  comparable  steel-bodied  car. 
Among  its  innovations  are  special 


"Success  of  efforts  to  develop  new  fuel 

blends  that  help  cut  exhaust  pollution 
hinge  on  price  and  performance  factors  needed 
to  win  consumer  support." 


Amoco  removes  PNAs  from  its  premium  gasoline  to  help  reduce 
tailpipe  emissions  by  13%. 


adhesives  in  place  of  welds,  and  a 
three  cylinder  two-stroke  engine. 

Reinventing  Gasoline 

It's  been  primarily  up  to  auto  mak- 
ers to  figure  out  how  to  reduce  the 
emissions  from  their  vehicles. 
Gasoline  producers  removed  the 
lead  from  their  fuels  two  decades 
ago  to  suit  the  introduction  of  cat- 
alytic converters.  But  their  role  in 
emission  control  has  been  minimal 
so  far. 

No  more.  Refiners  are  expected 
to  spend  some  $15  billion  through 
the  remainder  of  the  decade  to  pro- 
duce more  environmentally  friendly 
gasoline. 

Many  are  doing  so  now.  Amoco, 
for  one,  uses  an  extra  refining 
process  to  remove  PNAs  —  short 
for  polynuclear  aromatics  —  from 
its  unleaded 
premium  gas. 
Independent 
tests  by  an 
oil/auto  indus- 
try consortium 
say  the  result 
is  1 3'^  lower 
tailpipe  emis- 
sions from  cars 
who  use  the 
fuel. 

Refiners 
have  also  been 
g  r  a  d  u  a  I  I  y 


reducing  the  volatility  of  their  gaso! 
lines  since  1989.  Lowering  volatilit! 
—  a  measure  of  how  easily  gasolinj 
evaporates  —  reduces  the  chance  c| 
gasoline  fumes  escaping  into  the  aj 
when  a  car  sits  for  several  days  ii 
the  summer  sun. 

Some  areas  of  the  country  ai 
also  getting  gasoline  blends  that  coi 
tain  "oxygenates"  such  as  ethane 
By  1995  refiners  must  begin  distril 
uting  "reformulated  gasoline"  aero 
the  nation.  The  new  blend  will  fe 
ture  another  reduction  in  volatilit , 
lower  sulfur,  benzene,  and  aromatijji 
content;  plus  about  6%  oxygenates' 

Jerrold  L.  Levine,  director  of  cc 
porate  studies  at  Amoco,  agrees  tl 
new  blends  will  make  cars  rijj' 
cleaner.  But  there'll  be  a  cost  pen; 
ty  for  consumers.  He  estimates  ti^i 
addition  of  alcohol  oxygenates 
reduce  fuel  economy  up  to  3%  at 
add  about  4c  per  gallon  to  tj 
manufacturing  cost  of  gasoline. 

Seeking  Other  Fuels 

Auto  engines  can  be  modified  to  rl 
on  almost  any  fuel,  from  perfume j 
peanut  oil.  But  finding  a  practiij 
alternative  to  gasoline  isn't  easy. 

Alcohol  fuels  are  the  most  likl 
substitute.  Widely  used  in  sul 
countries  as  Brazil,  they  are  appel 
ing  in  the  United  States  becavi? 
they  can  be  made  from  such  pleiH 
ful  local  ingredients  as  coal  adj 


ORAND 

Its  interior  stirs  a  passion  for  driving  well  served  by  an  eager  \/6,  agile  sport  suspension, 
the  safety  of  driver  and  passenger  airbags  and  available  anti-lock  brakes. 

PRIX 

The  new  Grand  Prix™  Sport  Sedan.  Purposefully  designed, 
superbly  equipped.  A  high-quality  boost  to  4-door  driving  excitement. 

REWARDS 


PONTIAC 

/E  ARE  DRIVING  EXCITEMENT 


•NTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  l/mited  warranty  (see  your  dealer  for  details),  plus  free 
-hour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762-4900  for  more  product  information  and  dealer  locations. 
»  Always  wear  safety  belts,  even  with  airbags  ^  1993  GM  Corp  All  Rights  Reserved, 
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farming  byproducts.  Alcohol  fuel  is 
also  relatively  clean-burning. 

There  are  drawbacks,  however. 
The  primary  one:  Alcohol  fuels  have 
less  energy  content  than  does  gaso- 
line. That  means  lower  mileage  and 
less  range  per  tankful.  Alcohol  fuels 
can  also  be  tougher  to  ignite  in  cold 
weather.  Marketers  have  spared 
consumers  such  problems  by  offer- 
ing blends  containing  10%  alcohol 
and  90%  gasoline. 

Auto  makers  continue  to  dabble 
in  more  exotic  fuels.  A  perennial 
favorite  is  hydrogen.  Under  ideal 
combustion  conditions,  hydrogen 
combines  with  oxygen  to  produce 
nothing  but  water.  Like  other  alter- 
native fuels,  though,  hydrogen  can't 
match  the  energy  punch  of  gasoline. 
And  storing  such  an  explosive  gas 
presents  plenty  of  technological 


challenges.  The  trick  is  making 
enough  of  a  new  luel,  and  getting  it 
distributed  to  everyone.  Nobody  is 
eager  to  take  on  that  expensive  task 
unless  gasoline  prices  multiply  high 
enough  to  make  the  chance  worth 
the  effort. 

"Not  much  will  happen  as  long  as 
oil  stays  at  $18  to  $20  per  barrel," 
concedes  Jeffrey  Alson,  an  EPA 
alternative  fuel  expert.  Switching 
America  to  another  fuel,  he  sug- 
gests, will  ultimately  be  a  political, 
not  an  engineering,  issue. 

The  process  got  a  big  boost  with 
the  1990  amendments  to  the  Clean 
Air  Act.  They  included  the  require- 
ment that  fleets  in  22  urban  regions 
begin  operating  "clean  fuel  vehi- 
cles," or  CFVs.  The  regulations  say 
30%  of  fleet  purchases  in  these 
cities  be  CFVs  —  vehicles  using 


such  fuels  as  methanol  or  natur 
—  by  1998.  The  ratio  jumps  tc 
in  1999  and  70%  by  2001. 

The  U.S.  Department  of  E 
is  trying  to  build  grassroots  su 
for  CFVs  with  the  voluntary  "' 
Cities"  program  it  launch* 
September.  The  objective 
encourage  local  communiti 
build  market  demand  for  alteri 
fuel  vehicles. 


Tuning  Up  For  Cleaner  Air 

Modern  cars  are  built  to  run  11 
between  tune-ups.  Many,  in 
adjust  their  engines  automatic^ 
help  keep  emissions  low  ancMi 
economy  high.  Still,  even  the  o 
sophisticated  new  car  or  truck 
a  tune-up  from  time  to  time. 


This  dual  jei  Buick  LeSabre  can  burn  gasoline  or  propane  at  the  flick  of  a  switch.  Inset:  The  3.8-liter  V-6  engine  has  been  modified  v| 
propane  carburetor. 
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Proper  engine  tuneups,  even  for  new  cars  can  slash  exhaust  emis- 
sions as  much  as  94%. 


Researchers  note  that  about  half 
f  all  automotive  air  pollution 
omes  from  only  1 0%  of  the  cars  on 
he  road.  An  emission  study  con- 
ucted  in  Michigan  earlier  this  year 
roves  the  point. 

Preliminary  results  of  tests  on 
7,000  vehicles  found  just  6%  were 
^sponsible  for  half  the  test  group's 
.0  emissions.  Likewise,  7%  of  the 
ehicles  tested  generated  half  the 
roup's  HC  pollution. 

uel-Saving  Tires 

ome  flexing,  or  bending,  is 
levitable  where  the  tire  meets  the 
3ad.  The  energy  consumed  is  called 
illing  resistance. 

The  challenge  for  tire  makers  is 
3  reduce  heat  build  up  without 
acrificing  road  grip.  Improving 
jliing  resistance  is  important:  At  50 
iph,  it  accounts  for  roughly  40%  of 
ne  energy  required  to  keep  a  car 
loving  along. 

William  E.  Egan,  chief  engineer 
f  tire  design  at  Goodyear  Tire  & 
-ubber  Co.  in  Akron  says  Goodyear 
as  trimmed  rolling  resistance 
2%  in  its  passenger  tires  since 


1980  alone.  The 
company  says  a 
7%  reduction  in 
the  rolling  re- 
sistance of  a 
passenger  tire 
equals  1%  bet- 
ter fuel  econo- 
my. Goodyear 
is  also  showing 
off  a  new  tire 
concept  called 
Momentum 
that  reduces 
rolling  resis- 
tance another 
40%  without 
affecting  traction.  The  tire,  designed 
especially  for  electric  cars,  features 
an  unusually  flexible  tread  and 
high  pressure  (50  lbs.  per  square 
inch  versus  35  lbs.  per  square  inch) 
inflation. 

AUTO  RECLflHATIOH 

Recycling  cars  is  big  business.  About 
94%  of  the  nation's  vehicles  end  up 
at  dismantling  facilities.  Some  75% 
of  a  reclaimed  vehicle's  weight  — 
most  of  it  iron  and  steel  —  is  then 
reclaimed.  "The  automobile,"  says 
Susan  Day,  vehicle  recycling  coordi- 
nator at  Ford,  "is  already  the  most 
recycled  durable  good  today." 

Car  companies  are  beginning  to 
see  recycling  efforts  as  important  to 
their  ability  to  compete.  "You're 
going  to  have  some  waste  in  any 
manufacturing  process,"  notes 
Dennis  R.  Minano,  vice  president  of 
GM's  Environmental  and  Energy 
Staff.  "Whenever  you  can  use  that 
waste,  you're  lowering  the  cost  of 
operating  your  facility." 

"Without  the  proper  technology, 
you  can't  recycle  at  all,"  adds  John 


M.  Ogden,  a  GM  recycling  expert 
looking  for  ways  to  make  recycling 
pay.  "And  if  the  economics  aren't 
there,  it  won't  happen  anyway." 

Using  Old  Tires 

Every  year  Americans  discard  the 
equivalent  of  350  million  passenger 
tires.  Another  2  billion  scrapped 
tires  already  piled  up  around  the 
country.  What  to  do? 

Tire  makers  say  the  best  solution 
is  to  "recover"  the  energy  content 
of  old  tires  by  burning  them  in 
high-temperature  cement  kilns. 
About  130  million  tires  —  45%  of 
all  scrap  tires  —  are  being  recycled 
now.  Nearly  two-thirds  are  being 
used  as  fuel. 

"When  you  get  right  down  to  it, 
just  about  the  whole  tire  is  a  fuel 
product,"  says  Andrew  L.  Eastman, 
manager  of  facilities  engineering 
at  Goodyear.  "It  was  fuel  to  start 
with,  and  we're  returning  to  its 
original  form." 


Goodyear's  IVIomentum  tire  cuts  rolling 
resistance  without  affecting  traction. 
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4YEARSAG0 
WE  PROMISED  BLUE  SKIES. 

ITWASNTA 
BLUE  SKY  PROMISE. 


When  ARCO  introduced  the 
world's  first  emission  control 
gasolines  in  1989,  the  world 
was  probably  skeptical  about 
our  promise  of  cleaner  air 
over  Southern  California. 

The  terms  "clean  burning" 
and  "gasoline"  hardly  seemed 
compatible.  They  are  today. 
Measurably  so. 

In  the  past  4  years,  people 
driving  with  ARCO's  EC-Regular 
or  EC-Premium  gasolines  have  prevented 
over  400  million  pounds  of  automotive 
pollution  from  reaching  our  Southern 
California  skies. 

ARCO's  emission  control  gasolines  have 
been  favorably  recognized  by  the  South 
Coast  Air  Quality  Management  District. 
Emission  control  gasolines  are  one  reason 
that  the  air  in  Southern  California  is  the 
cleanest  it's  been  in  5  years. 

And  ARCO  has  already  developed  a 
clean  fuel  technology  for  tomorrow,  our 


advanced  emission  control 
formula,  EC-X. 

The  EC-X  formula  gave 
California's  Air  Resources 
Board  an  example  for  its 
strict  reformulated  gasoline 
standards. 

When  the  standards  take 
effect  in  1996,  all  California 
drivers  can  use  clean  burning, 
reformulated  gasolines  that 
will  reduce  automotive  pollution 
in  our  state  by  3.8  million  pounds  a  day, 
or  over  a  billion  pounds  a  year,  compared 
to  current  emissions. 

Emission  control  gasolines  will  help 
achieve  bluer  skies  more  quickly  and  more 
economically  than  other  alternative  fuels 
yet  considered.  More  practically,  as  well, 
since  we  won't  have  to  change  the  cars  we 
drive  or  the  way  we  drive  them. 

ARCO  emission  control  gasolines. 
The  technology  for  cleaner  air  today. 
And  even  cleaner  air  tomorrow. 


ARCO  i> 

CLEAN  FUELS  FOR  THE  FUTURE. 


Special  Advertising  Section 


MEETING  THE 

Rutomotive 

Environmental 

Challenge 


"About  75%  of  a 
scrappled  car  is  recycled, 
making  it  the  most 
recycled  durable  good 
today.  By  comparison, 
Americans  recycle  61% 
of  aluminum  cans." 


IIIT  ABOUT  CFCS? 

rs  and  trucks  have  been  major 
;rs  of  chlorofluorocarbons,  the 
rigerant  used  in  air  conditioners 
it  attacks  the  Earth's  ozone  layer, 
t  the  United  States  has  joined 
ler  countries  in  signing  the 
)ntreal  Protocol  which  pledges  a 


because  it  attempts  to  dictate  what 
consumers  will  be  able  to  buy. 

"As  long  as  we  have  doUar-a-gal- 
lon  gasoline,  it  will  be  very  difficult 
to  significantly  change  the  way 
people  use  their  automobiles,"  says 
Helen  O.  Petrauskas,  vice  president 
of  Environmental  and  Safety  En- 
gineering at  Ford  Motor  Co.  She 
predicts  "very, 


Act  will  tack  on  another  $1,500  in 
cost  to  meet  future  emission  and 
fuel  economy  standards.  Meeting 
California's  "low  emission  vehicle" 
requirements  will  cost  even  more. 

Dennis  Virag,  ACG's  managing 
director,  believes  ultra-clean  stan- 
dards such  as  those  in  California  will 
produce  only  "minuscule"  differ- 
ences in  pollution  levels  compared 
to  cars  meeting  the  latest  federal 
standards. 

"We're  running  out  of  money," 
adds  David  E.  Cole,  director  of  the 
Office  for  the  Study  of  Automotive 
Transportation  at  the  University  of 
Michigan.  He  says  California  is  sizing 
up  as  an  important  test  case  of  the 
economic  impact  of  severe  environ- 
mental demands. 

Cole  believes  better  economic 
analysis  must  be  applied  to  proposed 
environmental  regulations.  "We 
cannot  afford  to  be  dumb  about 
these  issues,"  he  says.  "We  have  to 
tackle  the  problems  that  will  give  us 
the  best  return  on  investment." 


William  J.  Hampton  is  a  Detroit-based 
journalist  who  has  written  about  cars 
and  the  environment  for  23  years. 
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nplete  phase-out  of  CFC  refrig- 
nt,  known  as  R-12,  by  the 
inning  of  1996. 

\uto  makers  are  racing  to  beat 
t  deadline.  Indeed,  about  90%  of 
)4  model  cars  and  trucks  sold  in 
■  United  States  will  use  a 
i-CFC  refrigerant  called  R-134A. 

E  ROLE  OF  REGULATION 

iulators  know  the  fastest  way  to 
:e  change  is  to  require  it.  But 
;n  does  the  cost  of  change  out- 
gh  its  benefits  to  society? 
The  answer  may  come  first  in 
ifornia.  Critics  predict  that  the 
■.e's  tough  approach  may  falter 


very  serious 
consequences" 
where  regula- 
tions require 
cars  that  people 
don't  want. 

More  to  the 
point,  gasoline- 
powered  cars 
are  extremely 
clean  now.  In 
EPA  certifica- 
tion tests  they 
control  more 
than  95%  of 
their  pollutants.  Revisions  in  the 
Clean  Air  Act  will  push  that  level  to 
about  98%).  "There  just  isn't  much 
there  to  be  gained,"  suggests 
Gordon  Allardyce,  manager  of  regu- 
latory planning  at  Chrysler  Corp. 
"You  pay  a  very  high  price  for  each 
additional  fraction  of  improve- 
ment." 

Cost  Considerations 

Americans  already  pay  plenty  to 
have  their  new  cars  meet  various 
federal  standards  —  some  $3,000 
per  vehicle,  according  to  research  by 
the  Automotive  Consulting  Group 
in  Ann  Ai'bor,  Mich.  ACG  estimates 
the  recent  changes  to  the  Clean  Air 


We  ve  Designated  This 
A  Protected  Area. 


At  Jeep,  were  eontinually 
looking  for  ways  to  protect  the 
planet,  and  we  think  we've  come 
up  with  some  pretty  good  ideas 
to  protect  one  area  in  particular. 
It's  the  area  known  as  Jeep  Grand 
Cherokee  Limited. 

You  see,  the  Quadra-Trac 
all-the-time  four-wheel  drive  system 


that  can  take  you  to  the  top  of  a 
mountain  also  helps  keep  you  firmly 
planted  to  the  freeway.  Even  when 
the  weather  turns  wet  or  snowy. 

Jeep  Grand  Cherokee  also  has 
a  standard  driver's  side  air  bag*  and 
^J^^Sfu'   standard  four-wheel  anti- 
lock  disc  brakes.  And  the 
-J^fci,  body  of  the  vehicle  is  rein- 


forced with  sicie-guard  door  be 
made  of  ultra-high-strength  ste* 
If  you'd  like  to  explore  Jf 
Grand  Cherokee's  protected  ar 
please  call  1-800-JEEP-EAGL; 
Your  dealer  would  be  more  thj 
happy  to  show  you  around.  ! 

There's  Only  One  Jeep.'.'! 

A  Division  of  the  Chrysler  Corporation,  tt 


See  limited  warranties,  restrictions,  and  details  at  dealei.  'Always  wear  your  seat  belt. 


Jeep  is  a  registered  trademark  of  Chrysler  Corpo:'ii 


evelopments  to  Watc 


D  BY  RUTH  COXETER 


PERSOHAL  LIGHTHING  ROD- 
ID  A  STYLISH  ACCESSORY 


Ezzat  G.  Bakhoum 
won't  get  his  face  on 
the  $100  bill.  But  he  has 
one-upped  Benjamin 
FVanklin  another  way— 
by  patenting  one  of  the 
biggest  improvements  in 
lightning  rods  since 
Franklin  invented  them. 
Bakhoum,  president  of 
ESD  Research  Inc.  in 
Durham,  N.  C,  says  a 
small  version  of  his  de- 
vice could  be  worn  on 
the  wrist  to  drain 
ges  into  the  air.  That  way,  static  electricity  on  factory 
^ers  wouldn't  damage  the  electronic  parts  they're  making, 
akhoum  separates  the  tip  and  base  of  his  rod  with  a  ca- 
:or,  a  charge-storing  device  consisting  of  two  metal  plates 
rated  by  an  insulator.  As  static  electricity  builds,  positive 
ges  flow  out  of  the  rod  onto  the  nearest  capacitor  plate, 
loum.  says  the  wrist-worn  device  should  make  factory 
cers  more  mobile  because  they  won't  have  to  be  wired  to 
ound.  He  stumbled  on  the  concept  when  he  accidentally 
d  a  capacitor  into  a  discharge  rod  during  an  experiment. 


J.  ABOARD  FOR 
G-BOMB  FLIGHT  106' 


nmanned  charter  flights  of  bugs  and  bacteria  may  soon  be 
coming  to  fields  of  lettuce,  corn,  and  melons  near  you. 
ard  Frey,  president  of  Arizona  Biological  Control  Inc.  in 
on,  has  been  in  the  beneficial-bug  business  for  17  years, 
lying  farmers  with  insects  and  bacteria  that  control  pests, 
ikling  a  50-acre  field  can  take  up  to  eight  hours  by  hand, 
^ey  has  designed  bright  red  remote-control  airplanes  to  do 
work  in  10  minutes.  With  a  five-foot  wingspan,  these 
js  turn  on  a  dime  and  fly  slowly  enough  to  safely  deliver 
!  than  two  pounds  of  delicate  insect  eggs  and  bacteria. 
5  the  plane  circles  a  field  at  35  mph,  the  operator  pulls  a 
and— bombs  away— the  bugs  drift  out  of  the  release 
Farmers  who  use  the  air  raids  take  weekly  pest  readings: 
insects  to  be  effective  against  pests,  you  have  to  apply 
1  at  the  first  sign  of  a  problem,"  says  Frey.  The  miniature 
)  planes  can  also  be  used  for  targeted  chemical  delivery— 
pproach  to  crop-dusting  that  uses  less  pesticide.  Frey 
chemical  companies  are  interested  in  his  planes,  which  he 
ed  selling  in  April  for  about  $2,000  each. 


IBETES  DETEQIOH: 
I  EYES  HAVE  IT 


T;  as  have  been  called  a  window  on  the  soul.  To  SpectRx 
jj  ic.  in  Norcross,  Ga.,  they're  a  mirror  for  quickly  and 

essly  detecting  diabetes  and  monitoring  treatments  for 
place  of  the  standard  blood  test  that  measures  a  pa- 
)t  s  glucose  level.  In  the  U.  S.  alone,  13  million  people  have 
S  lisease,  with  half  of  those  cases  going  undetected.  Using 

nputerized  measuring  system,  SpectRx  focuses  a  low- 
,  blue  light  on  the  lens  of  the  eye  to  read  a  patient's  av- 


erage blood-glucose  level  in  30  seconds.  Excess  sugar  affects 
the  composition  of  the  lens  proteins,  causing  them  to  emit  two 
to  three  times  as  much  light  as  usual.  The  extra  sugar  exists 
because  a  diabetic  doesn't  produce  enough  insulin,  a  hormone 
that  converts  sugars  and  starches  into  energy. 

The  SpectRx  system  is  being  tested  in  a  six-month  trial  of 
300  newly  diagnosed  diabetics  at  Emory  University  in  Atlanta 
and  at  the  University  of  Missouri  in  Columbia.  Assuming 
that  it  gets  Food  &  Drug  Administration  approval,  the  device 
will  be  on  the  market  in  early  1995.  SpectRx  says  it  expects  to 
sign  an  agreement  with  an  unnamed  drug  company  to  sell  the 
$2,000  to  $4,000  system  for  screening  and  plans  to  market  it 
directly  for  monitoring  the  treatment  of  diabetics. 


DISAPPEARIHG  CLIPS  THAT 

MAKE  GALUBIADDER  SURGERY  SAFER 


In  laparoscopic  removal  of  the  gallbladder,  a  surgeon  in- 
serts a  tiny  video  camera  and  operating  tools  through  an 
inch-wide  incision  near  the  navel.  A  short  hospital  stay,  quick- 
er return  to  work,  and  minimal  scarring  have  made  this  ap- 
proach popular.  But  if  the  metal  clips  that  are  used  to  seal 
ducts  and  arteries  become  dislodged  during  or  soon  after 
surgery,  heavy  bleeding  or  bile  leakage  may  result.  And  since 
metal  clips  don't  dissolve,  they  can  distort  X-rays  and  MRI  and 
CAT  scans  later  on. 

Davis  &  Geek  International,  a  division  of  American 
Cyanamid,  has  designed  a  polymer  clip  that  grips  twice  as 
tightly  as  metal,  then  is  absorbed  by  the  body.  The  polymer 
clip  might  also  be  used  in  hysterectomies  and  hernia  repair, 
where  blood  vessels  need  to  be  tightly  closed.  Unlike  the  ap- 
plicator used  for  metal  clips,  Davis  &  Geek's  can  be  sterilized 
and  reused,  cutting  down  on  costs  and  medical  waste.  The  FDA 
has  just  approved  commercial  sale  of  the  Lapro-Clip  Ligating 
Clip,  which  G.  Martin  Wynkoop,  Davis  &  Geek's  product  man- 
ager, estimates  is  30%  less  expensive  to  use  than  metal  clips. 


HOW  APPEARIHG  AT  AH  OCEAH 
HEAR  YOU:  'SIHGIHG'  RAIHDROPS 


easuring  rainfall 
lover  the  ocean  has 
been  impossible— until 
now.  The  U.  S.  Navy  is 
sponsoring  research  by 
physicist  Herman  Med- 
win  of  Naval  Postgradu- 
ate School  in  Monterey, 
Calif.,  and  oceanographer 
Jeffrey  Nystuen  of  the 
National  Atmospheric  & 
Oceanic  Administration 
on  a  method  using  un- 
derwater microphones. 
When  rain  hits  water,  mi- 
croscopic bubbles  are  trapped  below  the  surface.  For  a  split  sec- 
ond, they  vibrate,  or  "sing."  Large  bubbles  formed  by  the  heavy 
splats  of  a  thunderstorm  have  low  voices,  while  small  bubbles 
from  delicate  drizzle  sing  at  a  higher  pitch.  A  computer  trans- 
lates the  sounds  into  rainfall  estimates. 

In  the  Gulf  of  Mexico,  Nystuen  detected  rainfall  as  accu- 
rately as  a  coastal  rain  gauge.  Over  the  next  five  years,  he 
hopes  to  compile  enough  data  to  prove  that  the  method  works. 
Rainfall  distribution  is  an  indicator  of  heat  exchange  between 
ocean  and  atmosphere,  so  better  measures  should  improve 
weather  forecasts— and  make  sailing  smoother  for  Navy  ships. 


&  TECHNOLOGY 
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Unfortunately,  a  hiole  in  thie  ozone  layer  may 
be  coming  to  a  town  near  you. 


Dangerous  rays  from  outer  space  are  invading 
the  earth.  Holes  in  the  ozone  layer  allow  dangerous 
rays  to  slip  through  the  earth's  protective  shell. 
These  rays  have  been  linked  to  many  potential 
environmental  and  health  hazards.  And  if  you  think 
these  holes  are  just  over  the  South  Pole,  you're 
wrong.  They  may  be  forming  right  over  your  head. 

That's  why  Matsushita  has  developed  a 
sophisticated  ozone  sensor,  called  the  Improved 
Limb  Atmospheric  Spectrometer  (ILAS),  proposed 
and  requisitioned  by  the  Japan  Environment  Agency. 
It  will  yield  extremely  precise  data,  because 
it's  the  first  satellite-mounted  sensor  that  can 
simultaneously  measure  concentration,  temperature 
and  pressure  in  the  ozone  layer.  It's  also  the  first 
sensor  with  a  thermal  detector  that  does  not  require 
a  cooling  system.  The  Matsushita  Ozone  Sensor 
will  be  mounted  on  the  Advanced  Earth  Observing 
Satellite  to  be  launched  by  the  National  Space 
Development  Agency  of  Japan. 

Matsushita  is  hard  at  work  phasing  out  the  use 
of  CFCs  from  manufacturing  processes.  And  when 
the  sensor  begins  its  work,  it  will  help  identify  other 
hazards  to  the  ozone  layer.  At  Matsushita,  we're 
not  only  concerned  about  our  products,  we're 
concerned  about  our  planet. 


Matsushita  Electric 

Panasonic  Technics  duasar 


RESEARCH  I 


COMPUTERS  ARE  FINALLY 
LEARNING  TO  LISTEN 


Some  experimental  machines  can  follow  complex  vocal  orders,  but  they  are  still  slow  and  very  costl; 


When  Victor  W.  Zue  speaks,  his 
computer  listens.  And  lately, 
the  Massachusetts  Institute 
of  Technology  researcher  has  been  more 
and  more  demanding,  asking  the  ma- 
chine to  buy  plane  tickets  and  provide 
street  directions.  When  Zue  commands: 
"Show  me  the  Chinese  restaurant  near- 
est MIT,"  his  computer  calls  up  a  city 
street  map  and  sketches  a  route  in  blue 
between  his  office  and  Royal  East  on 
Main  Street. 

That's  a  leap  from  what's  now  avail- 
able on  the  market— and  a  preview  of 
what  may  lie  ahead.  Many  of  today's 
commercial  speech-recognition  systems, 
such  as  one  from  Dragon  Systems  Inc. 
in  Newton,  Mass.,  serve  as  nothing 
more  than  elaborate  voice  typewriters, 


sentatives  out  of  work.  In  one  way  or 
another,  says  Zue,  speech-understand- 
ing systems  "will  touch  hundreds  of  mil- 
lions of  people." 

So  real  is  the  potential  that  American 
Telephone  &  Telegraph  Co.  recently  aug- 
mented its  own  work  by  licensing 
speech  technology  from  Belgium-based 
Lernout  &  Hauspie  Speech  Products 
that  operates  in  French,  German,  and 
other  languages.  The  systems  are  es- 
sential for  people  who  don't  have  touch- 
tone  phone  service,  meaning  that  the 
request  "press  1  for  more  options" 
doesn't  apply.  While  80%  of  U.  S.  house- 
holds have  touch-tone  service,  the  pro- 
portion is  as  low  as  25%  to  35%  in  coun- 
tries such  as  Italy  and  Belgium.  Says 
Jim  Craig,  data  networking  director  at 


A  COMPUTER  THAT  HEARS— AND  UNDERSTANDS 


grammar  derived  from  the  hems,  haw 
and  sentence  fragments  of  actual  speec 
The  new  systems  don't  undersiar 
everything  they're  told.  But  they  ci 
take  the  right  action  based  on  a  parti 
understanding— and  can  even  ask  c}uc 
tions  to  clarify  something.  Since  Marc 
MIT  researchers  have  been  linked  1 
voice  with  American  Airlines'  Eaa^ 
Sabre  reservation  system  to  purcha; 
travel  tickets  (table).  One  prototype  , 
Carnegie  Mellon  University  even  worl 
through  mortgage-interest  calculatidi 
with  a  live  custom.er. 
"WORD  SPOTTING."  That's  quite  an  a 
vance  from  the  frankly  stupid  spee( 
systems  of  only  a  few  years  ago.  Tho: 
required  speakers  to  pro- 
nounce words  perfectly 

'  "HOWABili 
THE  NEXT  LVl 


Researchers  are  build'mg 
computer  systems  that 
decipher  speech.  Here's 
how  one  system  at  MIT 
handles  an  airline 
reservation: 


"WHICH  FLIGHTS  LEAVE 
BOSTON  FOR  LA.  ON 
NOVEMBER  26TH?" 


amsm 

Sound  waves  are 
converted  into  a 
string  of  phonemes, 
the  smallest  units  of 
speech,  such  as  the 
"f"  sound  in  "flights 


l-«:IJj.l.1.«IL;i.lJ^  ■.■ll.»I.IJ:UH.«Mi;i^  ■.■j.i.iij^.i—p 

The  system  sifts  through         The  computer  uses  ic 


The  phonemes  are 
assembled  into  possible 
v/ords.  The  system  ranks 
the  acoustic  fit  of  stored 
sounds— "flights  leave" 
vs.  "fly  sleeve" -to  deter- 
mine the  best  choice. 


v/ords,  trying  to  find  the 
right  ones  to  fill  in  a 
reservation  form,  which 
has  blanks  for  departure 
city,  departure  date,  and 
destination. 


motion  already  gath 
to  help  understand  s: 
sequent  sentences,  li 
knows  that  "How  at , 
next  day?"  is  a  quer 
about  Nov.  27  depcfe 


chang- 
ing spok- 

  en  words 

into  printed  ones.  Others  can  respond 
to  preset  commands,  such  as  "open 
file,"  but  even  those  have  no  grasp  of 
semantics. 

Zue  and  other  researchers  are  out  to 
prove  that  speech  systems  have  a  high- 
er calling— that  they  aren't  limited  to 
taking  dictation  but  can  "understand" 
and  act  on  spoken  words  as  well.  Ma- 
chines that  do  that  could  be  a  godsend 
to  technophobes,  who  could  simply  ask 
for  what  they  wanted— say,  100  shares  of 
Chrysler  Corp.— without  fussing  with 
computer  keyboards,  phone  push  but- 
tons, and  the  like.  On  the  other  hand, 
such  sophisticated  systems  could  put  a 
lot  of  clerks  and  customer-service  repre- 


AT&T  Network  Systems:  "Speech-recog- 
nition technology  will  be  required  on  a 
lot  of  information  services  happening 
globally." 

If  the  new  systems  do  span  the  globe, 
much  of  the  credit  will  go  to  the  pairing 
of  speech  recognition  with  a  branch  of 
artificial  intelligence  (Al)  that  fell  from 
favor  nearly  a  decade  ago.  The  field, 
natural  language  processing,  was  intend- 
ed to  enable  computers  to  be  pro- 
grammed in  English  instead  of  arcane 
computer  languages.  But  research  faded 
in  the  mid-1980s  because  of  disappointing 
results.  Early  attempts  to  adapt  Al 
stumbled  because  human  speech  was 
simply  too  ungi'ammatical  for  the  com- 
puter to  follow. 

The  answer  was  to  abandon  the 
Queen's  English  and  create  a  real-world 


and  to  leave  spaces  between  thei 
These  first-generation  systems  analyzi 
sounds  to  identify  each  word  and  a 
plied  statistics  to  uncover  the  most  lik 
ly  two-  or  three-word  combinations.  T 
closest  they  came  to  speech  understaniF 
ing  was  so-called  "word  spotting,"  whir 
is  the  ability  to  pluck  a  word  or  phr:r 
out  of  a  sentence  and  act  on  it.  Tha  ■ 
the  concept  behind  Microsoft's  Souil 
System.  Similarly,  researchers  at  Jap;n; 
Nippon  Telegraph  &  Telephone  Coi 
have  begun  using  speech  recognition  j_ 
give  bank-account  balances. 

In  the  drive  to  make  compute 
understand,  not  just  recognize,  one  h 
research  area  is  systems  that  grab  ai 
retain  bits  of  speech  to  solicit  even  mo 
pieces.  Like  a  resourceful  tourist  w 
understands  just  enough  English  to  c 
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uce  a  sentence  from  a  few  words,  MIT's 
/stem  rephrases  questions  to  verify  its 
ord  selections  and  seek  more  details 
cm  the  speaker.  The  idea  is  to  use 
3W  conversation  to  arrive  at  a  better 
nderstanding  of  what  was  said  earlier. 
A  side  benefit  of  such  dialogue  is  that 
amans  forgive  the  errors 
lat  inevitably  occur.  In- 
ead  of  walking  away 
ustrated,  people  typically 
ispond  to  such  systems  as 
ley  would  to  a  child's 
niggle  with  language.  "If 
)u  can  get  the  machine 
'  understand  even  pieces, 
I  long  as  you're  maintain- 
g  a  dialogue  that's  mov- 
g  forward,  the  human 
ill  stick  with  it,"  says 
awrence  R.  Rabiner,  a  prominent 
leech  researcher  at  AT&T  Bell  Laborato- 
es  in  Murray  Hill,  N.  J. 
The  next  frontier  is  to  get  systems  to 
arn  on  the  job.  Researchers  at  Bolt 
2ranek  &  Newman,  MIT,  and  IBM  are 
laxing  their  systems  to  automatically 
lild  a  reservoir  of  understanding  from 
the  way  people  ordinarily 
speak.  Instead  of  hav- 
ing scientists  write 
the  rules  for  grasp- 


LAB  VERSIONS 
USE  $100,000 
WORKSTATIONS 
EQUIPPED  WITH 
SOPHISTICATED 
MICROPHONES 


probability  to  combinations  such  as  "icy 
cold"  than  unlikely  ones  such  as  "I  is 
cold."  Now,  researchers  are  betting  such 
systems  can  detect  the  most  appropriate 
of  several  meanings  for  the  same  phrase. 
For  instance,  a  travel  reservation  model 
that  contains  the  phrase  "morning  flight" 
might  give  a  higher  prob- 
ability to  the  meaning 
"leave  before  noon,"  than 
"arrive  before  noon." 

One  of  the  scientists' 
tricks  has  been  to  use 
sentence-charting  tech- 
niques as  a  way  to  derive 
and  maintain  a  likely  con- 
text. Charting  the  sen- 
tence "The  boy  has  left," 
and  storing  "the  boy"  as  a 
noun  phrase,  allows  the 


I  context  and  meaning,  the  com- 
ter  would  derive  its  own  rules 
ini  the  relationships  it  finds  in  record- 
speech. 

These  systems  could  adapt  to  the  dy- 
mics  of  language,  says  researcher 
Kleleine  Bates  at  bbn  in  Cambridge, 
iss.  For  instance,  they  could  add  a 
w  definition  of  "bad"  once  they  realize 
at  the  word  has  become  slang  for  cool 
hip.  "We  have  to  have  spontaneous 
irning  systems  because  language  can 
vays  surprise  us,"  says  Frederick  Jel- 
'k,  a  former  manager  of  IBM's  continu- 
s  speech  recognition  research. 
One  approach  being  pursued  by  IBM 
d  others  uses  statistical  probability 
determine  the  correct  meaning.  It's  al- 
ady  used  in  recognizing  words.  For 
stance,  these  systems  give  higher 


computer  to  identify  the  subject  of  a 
subsequent  sentence  that  begins  "He" 
as  the  boy.  Such  techniques  enable  com- 
puters "to  hang  on  to  specific  phrases, 
then  patch  them  together  to  figure  out 
meaningful  phrases,"  says  Raj  Reddy, 
dean  of  Carnegie  Mellon's  School  of 
Computer  Science. 

TIMING.  Another  effort  at  SRI  Interna- 
tional attempts  to  use  sound  pitch,  loud- 
ness, and  timing,  as  punctuation  is  used 
in  text,  to  help  set  context.  SRi  research- 
ers hope  the  technique  can  help  com- 
puters grasp  the  intent  of  sentences 
that  now  are  confusing  to  computers: 
For  instance,  does  the  sentence  "I  don't 
think  I  know"  express  befuddlement  or 
impatience? 

Of  course,  getting  these  new  systems 
to  work  in  the  home  or  office  under 
normal  conditions  will  require  vast 
performance  improvements— and 
cheaper  computers.  Lab  versions 
now  use  $100,000  workstations  and 
sophisticated  microphones,  not 
home  PCS  or  telephones.  Software 
developer  Bolt  Beranek's  system 
runs  on  a  workstation  with  96 
megabytes  of  memory— 24  times 
that  of  a  good  office  PC. 
Despite  their  enormous  power,  to- 
day's experimental  systems  must  still 
be  limited  to  a  single  subject  area,  so  as 
not  to  overwhelm  them  with  choices. 
That's  a  problem  if,  say,  a  person  asking 
about  flights  to  L.  A.  suddenly  wants  to 
know  the  weather  there.  MIT  researchers 
delight  in  crashing  their  direction-finding 
system,  which  knows  streets  and  build- 
ings, by  asking  it:  "Where's  my  dog?" 

Those  problems  should  gradually  di- 
minish as  cheaper  computing  power 
gives  the  systems  extra  brainpower  and 
AI  allows  them  to  increase  their  word- 
power  as  they  work.  Speech  understand- 
ing could  be  just  the  ticket  to  ride  the 
information  highway  without  putting 
your  hands  on  a  computer. 

By  Gary  McWilliums  in  Cambridge, 
Mass. 


Beyond  neics.  Jntellige/ice. 


For  cable  channel  call  i-800-SM ART-TV 


CE  &  TECHNOLOGY 


BUSINESSWEEK/NOVEMBER  1,  1993  101 


Special  Report 

CORPORATE  riNANCe 


WALL  STREET'S 
GLOBAL  POWER 

U.S.  FIRMS  ARE  THE  DEALMAKING  CHAMPS— BUT  RESEHTMEHT  IS  BUILDIHG 


On  June  28,  1993,  Carlos  Menem, 
the  President  of  Argentina,  was 
in  Washington  for  a  state  dinner 
with  President  Clinton.  But  for  Menem, 
the  real  celebration  didn't  start  until 
later  that  evening  at  a  party  he  threw 
for  American  executives,  congressional 
representatives,  and  diplomats.  The 
guests  of  honor  were  investment  bank- 
ers from  Merrill  Lynch  &  Co.  and  CS 
First  Boston  Inc. 
The  two  Wall  Street 
firms  that  day  had 
successfully  market- 
ed the  largest  stock 
sale  in  Latin  Ameri- 
ca, a  $3  billion  equi- 
ty offering  for  YPF, 
the  huge  Argentine 
state-owned  oil  com- 
pany, and  had  ended 
up  selling  even  more 
shares  than  had 
been  expected. 

It's  lucky  for  Me- 
nem the  deal  was  a 
hit.  His  political  fu- 
ture was  riding  on 
YPF.  The  deal  is  ex- 
pected to  pave  the 
way  for  many  other 
Argentine  companies 
to  raise  capital  from  international  inves- 
tors. "This  was  the  acid  test.  It  put  the 
administration  on  the  line"  to  prove  they 
could  do  the  deal,  says  Winthrop  H. 
Smith,  executive  vice-president  at  Mer- 
rill Lynch. 

MIDWIVES.  Argentina  isn't  the  only  case 
where  U.  S.  institutions  have  served  as 
mid  wives  to  free-market  reform.  From 
Mexico  to  Thailand  to  China,  American 
investment  banks  are  playing  pivotal 
roles  in  megadeals,  earning  the  U.  S. 
firms  a  preeminent  position  in  the  fi- 
nancial markets  of  emerging  countries. 
To  get  the  business,  they  are  elbowing 
aside  European,  Japanese,  and  local 
firms.  On  the  YPF  offering,  MeiTill  Ljmch 
and  CS  First  Boston  took  a  chunk  of 
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GERMANY 


Deutsche  Bank  domi- 
nates, but  U.S.  firms  are 
gaining,  mainly  because 
German  firms  covet  ac- 
cess to  U.S.  markets. 
►  Goldman  Sachs  was 
lead  underwriter  for 
Daimler  Benz  stock  is- 
sue. In  Oct.,  1993, 
Daimler  became  first 
German  company  to  list 
on  the  NYSE. 


CHINA 

Despite  years  of  wooing  by 
Japanese  firms,  Chinese 
companies  have  given 
U.S.  firms  the  lead  in 
accessing  world  capital 
markets. 

►  In  1993,  Merrill 
Lynch,  Morgan  Stanley, 
and  Bear  Stearns 
brought  three  Chinese 
companies  to  world 
equity  markets. 


ITALY 

U.S.  firms  beat  Ita, 
and  French  firms  )% 
plum  mandates. 
►  In  Sept.,  1993 
Morgan,  Goldmar 
Sachs,  and  Lehmj 
Brothers  won  rok 
advisers  and  unde 
ers  to  Credito  Ital 
and  Banca  Comm 
Italiana,  two  of  Ita 
largest  banks 
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SPECIAL  Rf 


e  $120  million  in  underwriting  fees. 
U.  S.  investment  banks  are  cleaning 
I  in  the  developed  world  as  well.  In 
mdon  and  Tokyo,  they  have  muscled 
eir  way  in  to  become  major  competi- 
rs  to  local  institutions.  Recently, 
ey've  snagged  complex,  high-profile 
rporate  and  government  privatization 
signments  in  Italy  and  Germany,  de- 
ite  intense  competition  from  local  and 
her  non-U.  S.  financial  institutions, 
hether  it  is  privatizing,  underwriting 
uity  for  corporations,  trading  secur- 
es, inventing  complex  derivatives,  or 
vising  on  mergers  and  acquisitions, 
S.  firms  are  in  the  vanguard.  "Clearly, 
3  U.  S.  securities  firms  are  the  world's 
iding  investment  bankers.  Here's  a 
ice  where  we  have  a  real  competitive 


edge,"  says  analyst  (luy  Moszkowski  of 
Sanford  C.  Bernstein  &  Co. 

It's  far  fi'om  clear,  though,  that  Amer- 
ican investment  banks  can  maintain  that 
edge.  They  have  achieved  it  by  capitaliz- 
ing on  the  spread  of  free  enterprise  and 
through  their  domination  of  the  U.  S. 
capital  markets,  which  dwarf  foreign 
markets.  But  some  observers  predict  a 
backlash  against  the  Americans,  whose 
sharp  elbows  have  often  angered  indige- 
nous firms.  Some  foreign  officials  claim 
the  Americans  aggressively  push  into 
foreign  markets,  yet  make  it  hard  for 
foreigners  to  enter  the  U.  S. 

Whatever  the  case,  there's  no  doubt 
that  for  now,  U.  S.  firms  are  riding  high. 
One  objective  measure  is  underwriting 
rankings.  For  the  first  six  months  of 


1993,  seven  of  the  tfjp  10  underwriters  of 
international  equity  issues  were  U.  S. 
investment  banks,  says  the  magazine 
Euromoney.  And  in  1993's  first  three 
ciuarters,  U.  S.  investment  banks  held 
the  top  three  rankings  for  $.366  billion  in 
international  del)t  offerings  that  included 
Eurobonds  but  not  issues  by  U.  S.  and 
foreign  comjjanies  in  their  home  mar- 
kets, says  Securities  Data  Corp. 

American  firms  excel  by  more  sub- 
jective measures  as  well.  "U.  S.  invest- 
ment banks  are  always  at  the  forefront 
of  new  products,  new  ideas,  and  financial 
r-esearch  and  development.  So  they're 
at  a  great  advantage  to  roll  out  ideas  to 
foreign  markets,"  says  Jean-Louis  Lelo- 
geais,  a  New  York-liased  i)artner  at  Booz 
Allen  &  Hamilton  Inc. 

Although  U.  S.  investment  banks  have 
been  active  overseas  for  decades,  their 
global  reach  is  relatively  recent.  Even 
during  the  late  1980s,  most  observers 
felt  that  powerful  firms  such  as  Nomiira, 
Deutsche  Bank,  and  Union  Bank  of  Swit- 
zerland would  be  the  leaders  and  that 
perhaps  only  one  or  two  American  se- 
curities firms  would  join  the  global  in- 
vestment banking  elite. 

Now,  the  U.  S.  has  a  bevy  of  major 
playei-s  that  sj^an  the  globe  and  can  com- 
pete with  virtually  any  overseas  rival 
for  global  assignments.  The  leaders  in- 
clude Goldman  Sachs,  Merrill  Lynch, 
Morgan  Stanley,  Salomon  Brothers,  and 
Lehman  Brothers.  CS  First  Boston  has  a 
Swiss  parent,  Credit  Suisse,  and  deep 
roots  in  London,  but  it  is  run  by  Amer- 
ican management.  Also  in  the  top  tier  is 
J.  P.  Morgan  &  Co.,  a  commercial  bank 
that  has  transformed  itself  into  an  in- 
vestment bank.  And  in  some  arenas, 
such  as  Latin  America,  Eurobond  issues, 
and  trading  less-developed-country  debt, 
such  U.  S.  commercial  banks  as  Citibank, 
Bankers  Tr'ust,  Chemical,  Chase  Man- 
hattan, and  investment  bank  Bear 
Stearns  are  leaders. 
KEY  RESOURCES.  The  investment  banks 
have  been  very  enterpi'ising  in  pushing 
overseas.  Starting  in  the  mid-1980s,  they 
began  opening  offices  in  key  countries, 
paying  for  local  talent  that  had  knowl- 
edge of  those  markets— including  former 
government  officials— and  cozying  up  to 
the  most  powerful  CEOs  and  government 
leaders.  They  built  large  operations,  es- 
pecially in  London  and  Tokyo.  For  exam- 
ple, out  of  7,800  employees  worldwide, 
Morgan  Stanley  &  Co.  has  1,.550  em- 
ployees in  London  and  730  in  Tokyo. 
The  biggest  U.  S.  investment  banks  l)e- 
came  important  players  in  the  British 
and  Japanese  stock,  bond,  and  deriva- 
tives markets.  Salomon  Brothers  Inc.  is 
one  of  the  largest  traders  of  gilts,  or 
British  government  bonds,  in  London. 
"The  U.  S.  firms  are  a  bigger  force  in 
London  and  Tokyo  than  British  and  Jap- 
anese firms  are  in  the  U.  S.,"  says  Mor- 
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MEXICO 

In  trading,  underwriting, 
and  M&A  activity,  U.S. 
firms  have  gained  leader- 
ship positions. 
►  In  May  1993,  J.P. 
Morgan  underwrote  a 
$1  billion  Eurobond 
offering  for  Cemex  after 
advising  the  company 
on  Spanish  acquisitions 
and  co-managing  an 
equity  offering. 


CZECH  REPUBLIC 

U.S.  firms  are  assisting 
government's  privatiza- 
tion program. 
►  In  June,  1993,  Bank- 
ers Trust  advised  the 
Czech  bank  handling  an 
offering  for  power 
company  CEZ  in  what 
was  the  country's 
largest  corporate  public 
bond  issue. 
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gan  Stanley  Chairrnaii  Richai'd  B.  Fisher. 

One  reason  is  that  U.  S.  firms  have 
more  resources  to  commit  to  overseas 
expansion.  For  the  past  three  years, 
they've  enjoyed  record  profits,  while 
European  and  Japanese  firms  have  been 
hobbled  by  lagging  economies  and  un- 
able to  spend  much  on  expansion. 

U.  S.  institutions'  efforts  really  began 
to  pay  off  with  the  fall  of  connnunism. 
Country  after  country  is  sti'iving  to  cre- 
ate free  markets  and  encourage  private 
enterprise,  a  game  nobody  knows  better 
than  Wall  Street.  This  is  giving  easy 
entree  to  U.  S.  firms  that  were  once  rel- 
egated to  the  sidelines. 

Perhaps  more  fundamental  to  U.  S. 
firms'  success,  though,  is  their  home- 
court  advantage.  The  U.  S.  capital  mar- 
kets have  always  l)een  immense,  but  to- 


day they  (lwai"f  overseas  mai'kets  as 
never  before.  The  well-developed  U.  S. 
pension  and  mutual-fund  system  consti- 
tutes the  biggest  pool  of  money  in  the 
world.  No  major  international  deal  can 
get  launched  without  substantial  U.  S. 
investor  participation.  American  firms 
have  leveraged  their  position  to  service 
the  growing  desire  of  U.  S.  institutional 
investors  to  buy  foreign  stocks.  "The 
banks  with  global  placement  capacity 
ai'e  all  on  Wall  Street.  Everyone  else  is 
a  bit  player  by  comparison,"  says  Greg- 
ory Hsu,  a  former  executive  with  Mor- 
gan Grenfell  Asia  Ltd. 
FIGHTING  BACK.  The  foreign  firms' 
Achilles'  heel  is  their  inability  to  break 
into  the  U.  S.  market.  "You  cannot  be  a 
true  global  competitor  without  being  ef- 
fective in  the  U.  S.  market,"  says  Mor- 


gan's Fisher.  A  handful  of  foreign  firm 
have  had  some  success  in  the  U.  S.,  yf 
they  are  still  considered  niche  players 
Executives  at  overseas  institutior 
complain  that  the  largest  U.  S.  firn 
maintain  their  global  grip  by  acting  as 
kind  of  cartel  to  keep  foreign  comi)et 
tors  out  of  the  U.  S.  market.  First,  the 
secure  lead  roles  in  big  global  offerinji 
such  as  privatizations  by  arguing  th; 
only  they  have  the  muscle  to  sell  seen 
ities  in  the  U.  S.  Then,  as  lead  managci 
in  the  U.  S.  syndicate  system,  they  coi 
trol  allocation  of  shares  in  the  U.  S.  ma 
ket.  That  allows  them  to  retain  the  l)u 
of  the  selling  commissions,  for  most  ii 
vestors  give  their  orders  and  commi 
sions  to  the  lead  managers  in  order  I 
receive  a  decent  allocation  of  the  share 
Foreign  firms  and  smaller  U.  S.  fii'ii 


HOT  SPOTS;  Czech  Republh 


RAISING  CAPITAL^AND  A  FEW  GLASSES 


It's  no  fun  being  the  junior  member  of  a  Salomon 
Brotfiers  Inc.  team  vying  to  clinch  o  deal  over 
dinner  in  Prague.  That  person  becomes  "designated 
drinker"  for  the  inevitable  rounds  of  toasting.  When 
one  such  banker  couldn't  sneak  enough  mineral  v/a- 
ter  into  his  glass  v/hile  entertaining  the  managers  of 
a  Slovakian  chemical  company,  he  won  Solly  the 
right  to  lead  the  privatization  only  after  painfully 
slogging  through  his  presentation  the  next  morning. 

Investment  banking  in  the  Czech  Republic 
capital  still  teeters  a  bit  on  the  wild  side. 
Two  nascent  bourses  battle  for  business, 
with  many  investors  ignoring  both  by  swap- 
ping shares  privately.  Even  basic  company 
information  is  often  shrouded  as  privileged. 
But  the  privatization  of  1,500  companies 
last  year,  and  of  an  additional  770  starting  this 
month,  has  had  global  dealmakers  jostling  for  busi- 
ness. "The  market  is  small  but  very  competitive," 
says  Alex  Seippel,  head  of  the  Prague  office  for 
Bankers  Trust  Co.  "It's  an  exciting  time  to  be  here." 

The  Czech  Republic's  shift  to  private  enterprise 
made  Prague  a  magnet.  It  distributed  vouchers  to  cit- 
izens that  could  be  transferred  to  shares  in  the  com- 
panies, which  then  turned  to  investment  bankers  for 
advice  on  capitalist  management.  As  the  second 
wave  of  privatization  begins,  bankers  are  salivating 
over  the  telecommunications  monopoly. 

U.S.  firms  seemed  poised  to  get  the  edge  on 
deals.  Local  commercial  banks  are  active,  but  CS 
First  Boston  Inc.  Executive  Director  Charles  Harmon 
says:  "They  have  no  expertise  in  big  M&A  deals, 
^  ig  privatizations.  They  need  Western  technical  ex- 
Cf^rtise."  And  business  in  Prague  is  shifting  from  an 


advisory  role  to  the  type  of  work  in  which  the  Amer- 
icans often  elbow  out  their  European  and  Japanese 
peers— raising  capital  on  international  markets  for 
newly  privatized  companies.  William  Browder,  Lon- 
don-based co-head  for  Central  and  Eastern  Europe  at 
Salomon  Brothers,  says  that  Czech  companies  ore  al- 
ready exploring  international  equity  offerings. 

In  domestic  debt  offerings,  as  well  as  equity  sales 
and  trading,  CS  First  Boston  leads  the  pack.  As  the 
only  foreign  house  with  a  Prague  Stock  Ex- 
change seat,  it  handled  over  half  of  the 
$25  million  volume  on  a  recent  Tuesday,  the 
only  trading  day  in  the  week.  The  firm  man- 
aged the  first  Czech  fixed-  and  floating- 
rate  debt  offerings  for  glassmaker  Glav- 
union,  among  others.  And  it  is  preparing  to 
aunch  the  first  foreign-managed  investment  fund  in 
Prague.  "There's  been  on  explosion  of  activity," 
says  Andrew  Reicher,  who  runs  the  17-person  Prague 
office  with  Czech-born  American  Zdenek  Bakala. 

Bankers  Trust  also  has  a  good  field  position.  Alex 
Seippel  has  a  dozen  privatizations  to  his  credit.  The 
bank  advised  the  Czech  bank  that  issued  the  coun- 
try's largest  corporate  public  bond  issue  for  CEZ, 
the  monopoly  power  company.  The  offering  was 
worth  2.1  billion  koruna  ($72.2  million).  Some  Bank- 
ers officials  snared  the  deal  partly  by  singing  Beatles 
songs  in  a  karaoke  bar  until  the  wee  hours. 

The  flood  of  privatizations  is  expected  to  end 
next  year.  But  there  will  be  plenty  more  work  to 
go  around.  Time  to  stock  BAKALA:  A  SEAT 
up  on  the  mineral  water.  ON  PRAGUE'S 

By  Karen  Lowry  Miller  EXCHANGE  FOR 
in  Bonn  CS  FIRST  BOSTON 
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Brving  as  co-manag- 
rs  get  only  about 
)%  of  the  commis- 
ons,  no  matter  how 
lany  shares  they  sell. 
The  result?  Co-man- 
rers  have  no  incen- 
ve  to  work  hard, 
ritics  say  this  leads 
I  higher  fees  for  the 
g  U.  S.  firms.  It  also 
ads  to  reduced  de- 
and— which  means 
wer  share  prices  for 
e  issuer.  Complains 
top  European  government  official: 
'hey  know  they  have  a  massively  lu- 
ative  franchise,  and  they  don't  want  to 
)  anything  to  spoil  it." 
Critics  say  issuers  could  sell  more 
lares  at  a  higher  price  if  investment 
inks  were  compensated  competitively. 


LEADING  THE  PACK 


1993  Internotionol 
equity  deals 

Amount 

(millions) 

Number 
of  issues 

(Jan.  June) 

1993  International 
equity  deals 

Amount 

(millions) 

Number 
of  issues 

(Jan. -June) 

CSFB/CREDIT  SUISSE 

3,447 

19 

1  A 

IFHIWAM  RPnTHFDC 

7  TV 

21 

MERRILL  LYNCH 
CAPITAL  MARKETS 

3,062 

19 

RADflAVC  DF  7nFTF 

WEDD 

926 

5 

GOLDMAN  SACHS 

1,984 

25 

SALOMON  BROTHERS 

645 

14 

MORGAN  STANLEY 

1,447 

11 

J  P  MORGAN 

616 

2 

S.G.  WARBURG 
SECURITIES 

1,190 

4 

KLEINWORT 
BENSON 

533 

4 

DATA:  EUKOMONCY  BONDWARE 


Supporting  their  point  is  the  third  issue 
of  British  Telecommunications  PLC  stock, 
which  came  out  earlier  this  year  and 
rewarded  firms  based  on  the  stock  they 
sold  in  the  U.  S.  market.  Not  only  did 
three  foreign  firms  sell  twice  as  much 
stock  in  the  U.  S.  as  did  U.  S.  firms  in 
earlier  BT  deals,  but 
the  British  Ti-easury 
paid  a  1%  fee  and 
selling  commission, 
compared  with  U.  S. 
fees  that  usually  run 
from  4%  to  5%  of  the 
total  sale.  Says  Hugh 
Scott-Barrett,  manag- 
ing director  for  in- 
vestment banking  at 
Swiss  Bank  Corp.  in 
London:  "This  seems 
to  say  that  European 
houses  can  fight  back 
l)y  playing  a  more  sig- 
nificant role  in  the 
U.  S.  distribution  sys- 
tem" given  a  level 
playing  field. 

Despite  their  prow- 
ess in  big  global 
deals,  U.  S.  firms 
striving  to  push  into 
major  industrialized 
countries  with  sophis- 
ticated markets  and 
institutions,  such  as 
Germany,  Britain,  and 
France,  encountered 
intense  resistance 
from  local  competi- 
tors. In  local  privat- 
izations or  underwrit- 
ings,  they  have 
generally  had  to  play 
second  fiddle  to  local 
investment  banks— ex- 
cept where  U.  S. 
placement  power  has 
been  absolutely  essen- 
tial. "You  don't  com- 
pete against  the  local 
banks  for  the  local 
business.  You  compete 
for  the  cross-border 
business,"  says  Mau- 
reen Hendricks,  head 


of  global  capital  mar- 
kets at  J.  P.  Morgan. 
But  in  some  cases, 
U.  S.  firms  have  made 
serious  inroads,  much 
to  the  dismay  of  local 
firms. 

Consider  Italy.  Tliat 
country  is  finally  pri- 
vatizing Western  Eu- 
rope's largest  chunk 
of  state-owned  indus- 
try and  banking.  And 
Wall  Street's  tradi- 
tional heavyweights 
are  getting  many  of  the  plum  jobs.  In 
mid-September,  U.  S.  firms  aced  out  the 
competition  for  two  of  the  most  prestig- 
ious privatizations,  Credito  Italiano  and 
Banca  Commerciale  Italiana,  two  of  the 
largest  state-owned  banks.  J.  P.  Morgan 
was  chosen  as  advisor  for  both  banks, 
with  Goldman  Sachs  as  lead  equity  man- 
ager for  Credito  and  Lehman  Brothers 
for  Banca  Commerciale.  Only  a  month 
before,  Morgan  Stanley  and  Goldman 
Sachs  were  picked  to  handle  two  other 
state  privatizations.  Milan's  own  Medio- 
banca and  such  big  French  banks  as 
Banque  Paribas  and  Societe  Generale 
haven't  yet  landed  one  major  mandate. 
EFFECTIVE.  It's  unusual  for  American 
firms  to  take  the  top  spot  on  a  Europe- 
an privatization.  Most  often  governments 
give  a  local  institution  top  billing  and 
LI.  S.  firms  supporting  roles.  But  Rome 
has  been  l)adly  shaken  by  almost  two 
years  of  scandals  over  high-level  cor- 
ruption. So  competition  has  been  unusu- 
ally open  by  Italian  or  even  European 
standards.  By  setting  up  a  privatization 
committee  and  vetting  bids,  says  one 
top  government  official  in  Rome,  the 
Italian  Ti-easury  was  able  "to  pick  up 
the  best." 

And  even  when  a  government  gives 
local  institutions  the  top  jobs,  U.  S.  firms 
have  still  been  effective  in  garnering  lu- 
crative supporting  roles.  Take  France's 
$5  billion  privatization  of  Banque  Na- 
tionale  de  Paris,  the  country's  second- 
largest  commercial  bank,  in  October. 
Some  80  banks  vied  for  the  nine  man- 
agement slots  that  were  available  on 
the  BNP  deal.  The  government  tapped 
French  investment  bank  Lazard  Freres 
to  lead  the  entire  deal.  The  other  man- 
agers were  foiu"  other  Fi-ench  banks  and 
four  foreign  banks,  including  Merrill 
Lynch  and  CS  First  Boston.  What  helped 
Merrill  Lynch  was  hiring  Claude  Pierre- 
Brossolette,  who  once  headed  the 
French  Ti-easury  and  Credit  Lyonnais, 
now  France's  biggest  commercial  bank, 
last  May. 

The  most  fertile  opportunities  for 
U.  S.  investment  bankers  are  in  the  de- 
veloping world.  Here,  Em'opean  and  Jap- 
anese investment  bankers  have  made 
only  limited  inroads  and  the  local  finan- 
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cial  institutions  have  small  capital  bases. 

The  catalyst  for  the  U.  S.-led  emerg- 
ing-mai'ket  investment  Ijanking  boom  is 
the  massive  government  movement  to 
privatize  thousands  of  state-owned  com- 
panies, which  has  provided  investment 
bankers  with  plenty  of  dealmaking  op- 
portunities. Wall  Street  firms  have  made 
highly  successful  forays  into  such  emerg- 
ing markets  as  China  (page  106),  the 


Czech  Republic  (page  104),  and  Mexico 
(page  108). 

Yet  as  they  race  to  win  the  world, 
U.  S.  investment  banks  face  some  big 
potential  risks.  A  resurgence  in  protec- 
tionism would  slow  down  financial  ac- 
tivity and  leave  U.  S.  firms  with  high 
overheads  and  slim  profits.  The  lack  of  a 
legal  framework  and  rampant  corrup- 
tion in  the  developing  world  makes  do- 


 \i 

ing  business  dangerous.  "There's  not  ;■ 
ways  the  depth  in  financial  markets  i 
hedge  yourself,"  says  Allen  D.  Whej, 
president  of  CS  First  Boston.  Oversej 
offerings  can  be  especially  dicey.  La; 
year,  as  Memll  was  in  the  midst  of  pr- 
ing  a  deal  in  Venezuela,  the  country  wj 
rocked  by  a  coup.  Luckily  for  Merri, 
the  deal  closed  on  schedule. 

U.  S.  firms  also  face  risks  in  their  i- 


HOT  SPOTS;  China 


'A  WILD  WEST'  IN  THE  EAST 


It's  becoming  almost  a  common  sight  in  Beijing.  Led 
by  o  police  car  with  lights  flashing,  a  motorcade  of 
Mercedes-Benzes  pulls  up  to  the  entrance  of  a  government 
ministry  and  out  pile  teams  of  crisply  dressed  Wall  Street 
executives.  In  the  past  year  alone,  the  chief  executives  of 
Merrill  Lynch,  Salomon  Brothers,  Oppenheimer, 
and  Bear  Stearns,  among  others,  have  traveled  to 
meet  the  likes  of  Premier  Li  Peng  and  economic 
czar  Zhu  Rongji. 

The  financiers  hope  to  grab  some  territory  in 
v/hat  could  be  investment  banking's  greatest  fron- 
tier. Recognizing  that  equity  stakes  can  gener- 
ate triple-digit  returns,  U.S.  firms  are  lining  up  to  make  di- 
rect equity  investments  in  Chinese  businesses.  Says  Bear, 
Stearns  &  Co.  CEO  James  Coyne:  "China  is  the  most  excit- 
ing thing  I've  ever  seen." 

Exciting,  but  risky.  The  flow  of  deals  is  dominated  by 
overseas  Chinese  tycoons  with  huge  property  and  infra- 
structure projects  in  China  and  close  ties  to  top  officials. 
And  disclosure  is  limited.  Still,  the  potential  gains  make 
bankers'  mouths  water,  because  China's  need  for  direct  in- 
vestment is  staggering. 

Morgan  Stanley  &  Co.  and  Goldman,  Sachs  &  Co. 
have  been  the  most  adventurous  U.S.  firms  so  far  (page 
110).  Morgan,  which  has  moved  its 
Asian  headquarters  from  Tokyo  to 
Hong  Kong  to  capitalize  on  China,  last 
year  decided  to  "really  turn  on  the 
heat,"  soys  Asia  Managing  Director 
John  S.  Wadsworth.  He,  along  with 
President  John  Mack,  just  returned  from 
Beijing.  Morgan  has  taken  stakes  in 
two  investment  funds,  is  negotiating  to 
invest  in  several  large  mainland  real  es- 
tate projects,  and  is  looking  at  a  wide 
range  of  industrial  projects. 

Blackstone  Capital  Partners  is  also 
etting  its  feet  wet,  planning  to  invest 
?50  million  in  Asia  over  the  next  five 
yoc's,  most  of  that  in  China.  Oppen- 
"sir  er  &  Co.  has  put  together  a  group 
'c  i.- :  ;  iitify  up  to  $100  million  in  invest- 


ments in  consumer-products  companies.  But  it  has  yet  to  pu 
together  a  deal.  "It's  a  Wild  West  environment,"  say; 
CEO  Stephen  Robert.  "The  risk  is  great,  and  the  upside  i; 
great." 

Others  don't  see  any  need  to  plunge  in  at  all.  Lehmar 
Brothers  Inc.  floated  China's  first  "dragon  bond,' 
placing  $300  million  in  notes  with  Asian  investors, 
yet  it  has  no  plans  to  invest.  Merrill  Lynch  & 
Co.,  Bear  Stearns,  and  CS  First  Boston  are  olsc 
avoiding  direct  investments. 

U.S.  financial  firms  could  play  a  big  role  in  the 
development  of  the  Chinese  financial  markets 
though.  Americans  could  advise  the  Chinese  governmen 
on  how  to  set  up  a  bond  market  or  a  commercial  papei 
market.  "Given  the  sophistication  of  senior  officials,  they'l 
want  to  make  sure  the  new  structures  are  state-of-the 
art,"  soys  John  Lipsky,  chief  economist  at  Salomon  Broth 
ers,  who  just  got  back  from  China. 

Before  long,  the  parade  of  Mercedes  carrying  Wal 
Street  financiers  is  likely  to 
cause  first-class  gridlock. 

By  Pete  Engardio  in  Hong 
Kong,  with  Leah  Nafhans 
Spiro  in  New  York 


MORGAN  STANLEY'S 
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JANUARY  1, 1993 
The  day  all  European  banks  began  operating  within 
the  new  European  single  market. 

JANUARY  1, 1993 
The  day  Credit  Lyonnais,  with  Europe's  largest 
banking  network,  became  Europe's  leading  bank. 


In  Europe,  not  including  France: 
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Credit  Lyonnais  is  present  in  every  European  country,  including: 
•  254  offices  in  Spain  •  201  in  Germany  •  133  in  Italy  •  97  in  the  Netherlands 

•  45  in  the  United  Kingdom  •  37  in  Belgium  •  33  in  Portugal.  In  addition, 
we  have  2,600  offices  in  France  and  another  840  offices  in  other  locations 
around  the  world.  Credit  Lyonnais  is  truly  a  universal  organization,  having  a  total 
of  4,350  offices.  77,200  employees  and  global  assets  of  (US$)  352  billion. 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


creasing  propensity  to  put  their  own 
capital  on  the  Hne  and  make  direct  in- 
vestments in  the  less-developed  world. 
In  1991,  Salomon  Inc.  invested  over  $100 
million  in  a  joint  oil-drilling  venture  in 
Russia  called  White  Knights.  Then,  in 
1992,  the  government  slapped  a  $5-per- 
barrel  export  tax  on  oil,  erasing  the 
profits.  Salomon  has  since  taken  a  $65 
million  write-off  on  the  project.  Salomon 


CEO  Robert  Denham  even  complained 
to  the  State  Dept.  about  its  treatment. 

Finally,  U.  S.  firms  must  face  resent- 
ment from  their  overseas  rivals  whose 
markets  they  are  invading.  In  many 
countries,  they  are  depicted  as  carpet- 
baggers who  parachute  in  to  capture 
the  most  lucrative  deals  without  even 
opening  a  local  office.  "They'll  probably 
be  the  first  to  leave  if  the  economy  goes 


sour,"  gripes  Cedric  J.  Olivestone,  hei 
of  correspondent  banking  at  Bank  Leiiji 
in  Jerusalem.  Maybe  so.  But  W! 
Streeters  say  they  plan  to  be  aroui 
for  a  long  time. 

By  Leali  Nathcms  Spiro  and  Phillip  . 
Ziveig,  with  Kelley  Holland  iti  Ne>v  Yo , 
Paula  Dwyer  in  London,  Bill  Javct skin 
Paris,  Neal  Sandler  in  Jerusalem,  ci^i 
John  Rossant  in  Rome 


HOT  SPOTS;  iMexico 


FROM  THE  BRINK  OF  DEFAULT  TO  A  BONANZA  OF  DEALS 


When  Mexico  detonafed  Latin  America's  debt  crisis 
in  1982,  commercial  bankers  swallowed  losses 
totaling  billions  of  dollars.  During  most  of  tfie  1980s,  finan- 
cial executives  eyed  Mexico  with  the  wariness  usually 
reserved  for  the  scorpions  found  there.  But  things  have 
changed.  Now,  Mexico  City  hotel  lobbies  are 
full  of  Wall  Streeters  eager  to  do  business  with 
firms  they  used  to  shun. 

The  opportunities  are  great.  Goldman,  Sachs  & 
Co.  handled  the  massive  $1.76  billion  privatization 
of  Telefonos  de  Mexico  in  1990  and  the  tele- 
phone monopoly's  subsequent  equity  offerings 


CS  First  Boston  Corp.  advised  the  government  on  the  sale 
of  18  state-run  banks,  raising  $13.5  billion  for  the  Mexican 
Treasury.  J.  P.  Morgan  &  Co.  has  handled  debt  and  equity 
issues,  privatizations,  and  more  for  the  likes  of  cement 
maker  Cementos  Mexicanos  and  Bancomer,  a  leading 
Mexican  bank.  Morgan's  latest  megadeal:  A  $1  billion 
Eurobond  issue  for  Cemex. 

Altogether,  mergers  and  ac- 
quisitions, including  privatizations, 
totaled  $7.2  billion  in  1992, 
according  to  a  CS  First  Boston 
study.  And  Mexican  companies 


BEAR  STEARNS 
MILLER 
FACES  FIERCE 
COMPETITION 


issued  $4.3  billion  in  equity  on  New  York  stock  exchanges 
Things  could  get  even  better.  Bankers  expect  a  surge  ii 
cross-border  merger  deals  if  the  North  American  Fret 
Trade  Agreement  is  approved.  And  even  without  NAFTA 
they  see  continued  good  business  as  Mexico's  econom; 

approaches  investment-grade  status.  Already 
high  volume  and  reduced  perceived  risk  has  ci 
interest  rates  on  Mexican  bonds  by  40%  in  tw^ 
years.  Payback  periods  have  been  stretching  oi 
as  well.  In  September,  J.  P.  Morgan  inked  a  ]'. 
year,  $50  million  private  placement  for  Kimberl) 
Clark  Corp.'s  Mexican  subsidiary— the  longes 
payback  period  registered  in  Latin  America  since  th 
debt  crisis  began. 

Competition  for  underwriting  business  is  already 
fierce  that  bankers'  fees,  while  still  lucrative,  hav 
fallen.  Today,  bankers  often  charge  less  to  handle  an  initic 
public  offering  in  Mexico  than  in  the  U.  S.  "Mexico  is  < 
more  competitive  place  than  it  was  two  years  ago,"  soy 
Rebecca  Miller,  one  of  a  half-dozen  Bear,  Stearns  &  Cc 
bankers  who  shuttle  between  Mexico  City  and  New  York 
"Mexico's  capital-import  requirements  will  remain  ver 
large  for  years  to  come." 

Mergers  and  acquisitions  also  remain  profitable,  an^ 
U.  S.  firms  are  advising  on  plenty 
them.  Bear  Stearns  counseled  Bel!  A 
lantic  Corp.  on  its  recent  agreement  \i 
acquire  up  to  42%  of  Mexico's  se< 
ond-lorgest  cellular-telephone  compc 
ny  for  $1.04  billion.  J.  P.  Morgan  har 
died  Coca-Cola  Co.'s  April  deal  to  bu . 
a  30%  share  in  Mexican  bottler  Femsij 
for  $195  million.  And  in  the  domesti 
market,  Morgan  helped  arrange 
$210  million  merger  in  August  of  tW' 
major  Mexican  insurers. 

Markets  can  go  out  of  style  as  fast 
they  come  in.  But  at  least  for  nov 
bankers  are  worrying  a  lot  less  aboi 
getting  stung  and  a  lot  more  about  gei 
ting  in  on  the  action. 

By  Gen  Smith  in  Mexico  Cit 
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0  1993  Canon  USA 


n  available  at  all  dealers 


The  plain  paper  fax  machines  that  not 
only  stand  upright,  they  stand  alone. 


Canon  stands  alone  as  the  undisputed  leader  in 
plain  paper  facsimile. 

And  it  isn't  difficult  to  see  why.  Especially  when 
fou  notice  the  space-saving  upright  design  of  our 
FAXPHONE®  plain  paper  fax  machines.  Perfect  for 
my  home  office. 

Notice,  too,  the  quality  of  output.  Canon's 
patented  Bubble  Jet  "  printing  technology  with 
360  X  360  dpi  gives  you  precise,  laser  quality  images 
m  cut-sheet  plain  paper.  And  with  Canon's  exclusive 
JHQ™  imaging  technology,  you  can  send  text  and 


multi-toned  graphics  that  are  virtually  indistinguishable 
from  the  original. 

If  you're  looking  for  the  convenience  and 
simplicity  of  receiving  on  plain  paper,  remember  only 
Canon  has  a  hall  line  of  affordable,  easy-to-use  personal 
plain  paper  fax  machines  with  the  outstanding  quality 
that  has  made  Canon  plain  paper  fax  the  number  one 
choice  of  American  business. 

For  more  information  about  our  popular 
FAXPHONE  B70  and  B60,  or  our  new 
FAXPHONE  B75;^-  please  call  1-800-4321-HOP. 


Official  Facsimile  of 
World  CupliSABU 
and  U.S.  National  Team 


FAXPHONE  B70 

BUBBLE  JET  FACSIMILE 


Canon 
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GOLDMAN  SACHS' 
SPECTACULAR  ROAD  TRIP 


Why  the  Wall  Street  powerhouse  could  take  the  lead  in  global  investment  banking 


In  the  partners'  30th- 
floor  dining  room  al 
Goldman,  Sachs  &  Co.. 
some  of  the  richest 
men  on  Wall  St  ret' i 
still  chortle  when  in- 
\'estment  banking  co- 
chief  Mike  Overlock 
retells  his  story  about  traveling  to  Italy 
a  few  years  ago  to  drum  up  business.  In 
a  meeting  with  executives  of  an  Italian 
industrial  company,  Overlock  was  brief- 
ly stunned  when  one  of  them  asked  if 
Goldman  was  a  Manhattan  real  estate 
brokerage  firm.  Without  missing  a  l^eat. 
Overlock  proceeded  to  describe  his  finn's 
capital  structure.  Awestruck  that  the 
zeros  next  to  the  pailners'-capital  liiie  on 
the  balance  sheet  were  dollars,  not  lire, 
the  Italians  were  now  all  ears.  As  if  1\\ 
magic,  the  room  quickly  filled  with  oth- 
er company  officials  eager  to  meet  the 
visitor  from  85  Broad  St. 

Whether  in  Rome,  Beijing,  Buenos 
Aires,  or  Moscow,  name  recognition  i~ 
no  longer  much  of  a  problem  for  Gold- 
man. Although  it's  too  eai'ly  to  decku'e  it 
the  supreme  leader  in  global  in\-estment 
banking— after  all,  nearly  every  major 
firm  has  already  hit  a  home  run  or 
two— many  are  betting  on  Goldman  for 
the  long  haul. 

DEEP  TIES.  The  simple  explanation  for 
Goldman's  success  to  date— and  the  suc- 
cess it  expects  to  achieve— is  a  Rolodex 
that  may  be  the  biggest  on  Wall  Street. 
The  firm's  ability  to  get  its  foot  in  the 
door  at  the  highest  levels  and  its  global 
placement  power  work  hand  in  glove. 
Goldman's  sheer  size  helps,  too:  Few 
non-U.  S.  firms  can  compete  for  a  global 
mandate  with  an  outfit  boasting  7,000 
employees  worldwide  and  more  than  $4 
billion  in  capital.  Then  there's  the  stuff 
that  would  sound  hokey  if  it  weren't 
true:  Goldman's  stress  on  teamwork,  hu-- 
ing  top  people,  and  its  long-term  \'iew. 

Rolodex  power  was  evident  when  Rob- 
ert E.  Rubin  broke  the  news  to  fellow  co- 
chairman  Stephen  Friedman  that  Rubin 
had  been  tapped  by  President  Clinton  to 
serve  as  his  economic  polic\-  adviser.  Ru- 
bin was  scheduled  to  fly  to  Mexico  to 
meet  with  President  SaHnas  on  company 
business.  To  avoid  any  possible  conflict, 
Rubin  handed  his  plane  ticket  to  Fried- 


man, who  diished  home,  packed  his  bags, 
and  jetted  off  in  Rubin's  place.  And  if 
Goldman  lost  any  connections  with  Ru- 
bin's departure,  it  regained  them  with 
the  hiring  on  Oct.  19  of  E.  Gerald  Corri- 
gan.  former  president  of  the  New  York 
Federal  Reserve  Bank. 

Thanks  to  its  deep  ties  to  institution- 
al investors,  Goldman  is  known  for  its 
ability  to  manage  large  underwritings. 
'"Everybody  can  dial  Capital  Research 
and  Fidelity  and  Mercury  Asset  Manage- 
ment," says  equities  co-  chief  David  M. 
Silfen.  But  the  firm  that  can  tap  into  a 
global  network  of  more  than  1.000  large 
investors,  he  says,  will  "ultimately  get 
the  best  price  for  the  issuer." 

Surprisingly,  Goldman's  prospects 
overseas  aren't  founded  on  old  or  deep 
roots  there.  It  has  had  offices  in  London 
and  Tokyo  since  the  early  1970s  and 
just  recently  opened  offices  in  Milan, 
Taipei,  and  Seoul.  And  it  owns  J.  Aron 
&  Co.,  the  w'orld's  largest  coffee-trad- 
ing company,  with  wide  contacts  in  Lat- 


in America.  But  Goldman  began  to  ze 
in  on  emerging  markets  as  a  potent 
soiu'ce  of  major  new  invest ment-banki 
revenues  only  in  the  late  1980s,  w'hen 
became  convinced  that  the  talk  abo 
fi-ee-market  reforms  was  more  than  ic 
chatter.  Says  Friedman,  55.  who  becai 
sole  chairman  when  Rubin  left  for  Wa< 
ington:  "Until  they  opened  marke 
there  wasn't  a  lot  we  could  do."  Sir 
then,  says  European  chief  Eugene  I 
Fife,  Goldman  has  been  pushing  haj 
to  get  away  from  the  idea  that  the  "s 
rises  and  sets  over  the  East  River." 

But  the  firm  has  quickly  made  up  ; 
lost  time.  Focusing  first  on  Mexico, 
won  the  mandate  in  1990  to  advise  t 
Mexican  government  on  the  privati: 
tion  of  Telefonos  de  Mexico  and  th 
led  the  syndicate  that  raised  nearly 
billion  in  two  global  offerings.  No  sinj 
deal  was  more  critical  for  the  success 
the  privatization  movement  in  Lai 
America— and  for  Goldman. 

Goldman  got  the  Telmex  mandate 
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,rt  through  its  work  in  privatizing 
tain's  Telefonica  de  Espana.  From 
lanish  contacts,  (Joldman  learned  that 
Imex  was  about  to  go  on  the  block, 
d  Rubin  took  pei-sonal  charge  of  court- 
r  Mexican  President  Salinas.  Shortly 
areaftei',  (Joldman  led  the  initial  public 
ering  for  Grupo  Televisa,  Mexico's 
■gest  IPO.  A  major  factor  in  the  firm's 
jcess  was  the  hiring  of  former  J.  P. 
)rgan  &  Co.  Managing  Director  Jaime 
Yordan,  a  native  of  Puerto  Rico,  who 
\w  heads  (ioldman's  Latin  business. 


EVAN  NEWMARK  (LEFT), 
HEAD  OF  GOLDMAN'S 
NEW  MOSCOW  OFFICE, 
ISN'T  DOING  MUCH 
BUSINESS  YET— BUT 
CHAIKMAN  FRIEDMAN 
SAYS  THE  FIRM  TAKES 
THE  LONG  VIEW  ON 
PROFITS 


U'ter'  laying  down  its  marker  in  Mex- 
Goldman  headed  south  and  l)egan 
italizing  on  the  J.  Aron  contacts, 
rk  0.  Winkelman,  co-head  of  the 
;d  income  department,  says  Aron 
e  Goldman  an  entree  to  wealthy  in- 
ters as  well  as  central-bank  chiefs 
finance  authorities,  with  whom  J. 
m  conducts  a  large  business  in  pre- 
is  metals.  Goldman's  aggressiveness 
some  veteran  Latin  hands  grum- 
ig.  One  senior  commercial  banker 
s  his  people  were  busy  calling  on 


companies  in  Argentina  when  "the  guy 
from  Goldman  was  going  through  the 
atlas  looking  for  Buenos  Aires." 

Goldman  has  also  scored  in  Germany, 
which  does  not  welcome  foreign  invest- 
ment bankers.  It  broke  Deutsche  Bank's 
stranglehold  on  dealmaking  by  persuad- 
ing Volkswagen  to  allow  it  to  co-lead  an 
international  placement  of  shares  not 
bought  by  domestic  holders.  Mighty 
Deutsche  IBank  wasn't  pleasefl.  Says  Fife: 
"It  awakened  people  outside  of  Goldman 
Sachs  that  transactions  of  this  sort  could 
be  done  in  Germany"  by 
non-Germans.  This  month, 
it  managed  an  offering  in 
the  U.  S.  for  Daimler-Benz, 
which  became  the  first 
German  company  to  be 
listed  on  the  New  York 
Stock  Exchange. 

To  Goldman,  Germany 
was  the  gateway  to  the 
former  Soviet  bloc.  Since 
1989,  Goldman  has  spent 
several  million  on  its  six- 
person  operation  in  Mos- 
cow. Russia,  though,  hasn't 
been  a  barn-burner.  Doing 
business  and  getting  paid 
in  Russia  is  "like  making 
love  to  a  porcupine,"  says 
Fife.  Goldman  won  an  as- 
signment to  privatize  an 
auto  company,  but  the 
project  got  bogged  down 
in  bureaucracy.  Fife  said 
that  during  the  recent 
Moscow  crisis,  he  tem- 
porarily pulled  his  staff,  in- 
cluding director  Evan  New- 
mark,  l)ack  to  London.  He 
acknowledges  that  "you'd 
V)e  crazy  not  to  rethink"  an 
operation  there  but  says 
Ck)ldman  has  no  plans  to  abandon  Russia. 

In  China,  it  is  seeking  to  demonstrate 
its  staying  power  by  opening  offices  in 
Beijing  and  Shanghai  and  investing  about 
$100  mJllion  in  real  estate  and  a  power- 
genei'ation  project.  One  of  the  first 
underwiitings  was  a  $250  million  rlebt  is- 
sue for  China  International  Trust  &  In- 
vestment Corp.,  a  10-year  issue  of  so- 
called  Yankee  bonds  that  marked  the 
entry  of  China  into  the  international  debt 
market  for  the  first  time  since  1949. 
To  Goldman,  all  of  these  forays  are 


long-term  bets.  John  C.  Whitehead,  a 
former  co-chairman,  liked  to  say:  "We're 
greedy.  But  we're  long-term  greedy." 
Such  a  philosophy  is  even  more  essential 
in  doing  business  in  emerging  markets. 
Asked  how  long  Goldman  would  wait 
for  a  payoff  in  China,  Friedman  (luipped: 
"We're  very  Asian— 50  years,"  but  ackied 
quickly  that  he  was  just  joking. 
sniNG.  A  major  factor  in  Goldman's  suc- 
cess is  a  comjjensation  and  organization- 
al structure  that  promotes  cooperation. 
Because  compensation  is  based  more  on 
subjective  criteria  than  on  transaction 
count,  officers  in  different  departments 
don't  constantly  bicker  over  how  much 
credit  they  should  get  for  a  particular 
deal.  And  unlike  other  firms  that  are 
organized  by  geographical  region,  Gold- 
man brings  in  the  firm's  heaviest  hit- 
ters—from equities  or  from  M&A— to 
pitch  in  on  a  transaction  in  any  region. 

Goldman  thinks  the  ultimate  mark  of 
a  truly  globalized  firm  is  doing  cross- 
border  deals,  say  for  French  companies 
in  Germany  as  well  as  in  the  U.  S. 
Friedman  says  he  also  wants  to  sell 
shares  of  local  companies  in  local  mar- 
kets—a goal  that  isn't  likely  to  sit  well 
with  indigenous  firms. 

To  be  sure,  Goldman's  record  over- 
.seas  hasn't  been  perfect.  For  example, 
Goldman  was  stung  by  its  1992  under- 
writing for  Taiwan's  China  Steel  Corp., 
whose  shares  plunged  shortly  after  the 
offer.  Sources  familiar  with  the  deal  said 
the  problem  stemmed  from  faulty  valua- 
tion and  a  misreading  of  the  market. 

And  in  Britain,  Goldman  got  a  black 
eye  for  its  ties  to  the  late  Robert  Max- 
well. In  June,  a  British  self-regulatory 
body  fined  Goldman  $435,000  for  techni- 
cal breaches  stemming  from  a  Maxwell- 
controlled  fund's  sale  of  shares. 

No  one  accused  Goldman  of  improper 
conduct.  But  the  Securities  &  Invest- 
ments Board,  Britain's  watchdog,  recent- 
ly began  an  inquii'y  into  stock  transac- 
tions between  Goldman  and  Maxwell. 

But  these  incidents  are  mere  hiccups 
for  Goldman.  While  it  doesn't  discuss 
revenues  publicly,  1993  will  surpass  the 
incredible  1992,  when  161  partners  made 
more  than  $1  billion.  "We're  well  ahead 
of  last  year's  recoi'd  performance,"  says 
Friedman.  And  a  gi'owing  share  of  those 
riches  is  coming  from  overseas. 

Phillip  L.  Ziveig  in  New  York 


GOLDMAN'S  OVERSEAS  PRESENCE 


PERCENTAGE 
OF  EMPIOYEES 


30 


NUMBER 
OF  OFFICES 

17 


NUMBER 
OF  COUNTRIES 

50+ 


SHARE 
OF  REVENUES 
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BABYSITTING  THE  WORLD'S 
EMERGING  BOURSES 


American  advisers  are  in  heavy  demand  from  Poland  to  Pakistan 


When  the  Warsaw 
Stock  Exchange  began 
operations  31  months 
ago  in  a  large  room  in 
the  former'  Communist 
Party  headquarters, 
no  one  would  have 
confused  it  with  the 
Big  Board.  The  l)rokers  on  the  floor  and 
Polish  investors  knew  little  more  than 
the  rudiments  of  buying  and  selling  se- 
curities, much  less  such  concepts  as  in- 
sider trading  and  financial  disclosure. 
Yet  today,  the  exchange  is  booming. 
Trading  is  conducted  only  three  days  a 
week,  and  stocks  sell  at  only  one  price 
per  day,  but  volume  has  topped  a  re- 
spectable $100  millicm  a  week— a  400% 
increase  this  year  alone. 

Some  of  the  credit  for  the  market's 
rapid  ascent  goes  to  Rol)ert  Strahota, 
an  official  with  the  U.  S.  Securities  & 
Exchange  Commission.  Strahota,  assis- 
tant director  of  the  sec's  Office  of  Inter- 
national Affairs  and  a  market-regulation 
specialist,  finished  a  year-long  stint  last 
July  helping  Warsaw  officials  cobl)le  to- 
gether a  U.  S. -style  regulatory  system 
for  the  fast-growing  stock  exchange. 
He's  just  one  of  dozens  of  U.  S.  secu- 
rities regulators  and  exchange  officials 
who  are  helping  tiny,  backwater  mar- 
ketplaces graduate  to  bustling  interna- 
tional exchanges.  Emerging  nations  fi'om 
Malaysia  to  Costa  Rica  are  trying  to 
mimic  the  modern  trading  systems  and 
investor  ijrotections  featured  in  U.  S. 
markets. 

HELP  WANTED.  The  main  reason  is  that 
despite  vibrant  markets  in  Tokyo,  Hong 
Kong,  and  London,  many  foreigners  be- 
lieve the  U.  S.  has  set  the  standard  for 
large,  modern  exchanges.  "The  U.  S.  is 
viewed  as  the  liiggest,  safest,  and  most 
important  market,"  says  Rudolf  van  der 
Bijl,  manager  of  the  Technical  Assis- 
tance unit  of  the  World  Bank's  Interna- 
tional Finance  Corp. 

The  need  for  more  and  larger  ex- 
changes is  becoming  acute,  however.  A 
decade  ago,  the  32  developing-country 
stock  markets  surveyed  by  the  IFc;  had  a 
combined  market  capitalizati(m  of  $07 
billion  for  7,300  listed  companies.  By  last 
year,  market  value  had  soai'ed  to  $770 
billion  for  30,000  companies. 


POLISH  BROKERS  ON  OPENING  DAY  AT  THE  WARSAW  STOCI 
EXCHANGE:  THE  NOW-BUSTLING  MARKET  HAS  BENEflTED 
FROM  A  U.S. -STYLE  REGULATORY  SYSTEM 


Overseas  market  officials  also  know 
that  as  dollars  flood  across  borders 
searching  for  bargains  in  foreign  mar- 
kets, they  must  be  out  front  in  offering 
protection  to  investors.  About  20%  of 
Warsaw's  trading  volume  comes  from 
international  investors,  for  instance,  and 
a  significant  poi'tion  of  that  comes  from 
the  U.  S.  Strahota  thinks  the  foreign 
markets  have  little  choice.  "Credibility 
may  be  the  difference  between  success 
and  failure,"  he  notes. 

Demand  for  help  is  so  intense, 
though,  that  if  U.  S.  expertise  were  a 
stock,  trading  would  be  halted  by  an 
order  imbalance.  Cries  for  help  far  out- 
strip the  re.sources  of  U.  S.  regulators. 
The  SEC  has  no  budget  for  its  technical- 
assistance  program. 

With  resources  tight,  U.  S.  agencies 
prefer  to  bring  foreigners  to  seminars  in 
New  York  and  Washington,  but  space 
at  these  conferences  is  in  short  supply. 
In  1991,  the  SEC  set  up  an  annual  Inter- 
national Institute  for  Securities  Markets 
Development  that  offered  participants 


two  weeks  at  SEC  headquarters,  as  w 
as  two-week  internships  with  such  fir 
as  Merrill  Lynch  &  Co.  and  Goldm: 
Sachs  &  Co.  and  with  the  New  Yc 
Stock  Exchange.  "We  were  overwhelrr 
by  the  demand,"  recalls  former  s 
Chairman  Richard  C.  Breeden.  "We  h 
to  turn  away  some  countries." 

The  kind  of  technical  aid  foreign 
changes  seek  depends  on  how  lo 
they've  been  around.  New  markets  n€ 
help  in  upgrading  exchanges  and  est; 
lishing  such  basic  features  as  cent 
clearing  and  settlement  facilities,  s£ 
Farida  Khambata,  director  of  the 
Central  Capital  Markets  unit.  More 
vanced  systems  are  looking  for  more 
phisticated  U.  S. -style  services  to  si 
port  their  securities  operations. 
FLOORS  OR  SCREENS?  As  U.  S.  emissarf' 
embark  on  their  foreign  forays,  they  i 
taking  to  a  world  stage  a  heated  s 
longstanding  battle  in  the  U.  S. 
which  marketplaces  are  best  for  inv 
tors.  Advocates  of  a  floor-based  auct 
market,  notably  the  Big  Board  and  t 
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0  1993  ITT  Corporaiion 


itt  autdmdtive 
Created  Bdmething  That  Makes  Driving 
Safer  Than  Ever  Before. 


(WE'LL  Give  Ydu  A  Hint.) 


T  Automotive  is  not  only  a  pioneer  m  hydraulic  drum  and 
;k  brake  technology,  it  has  become  the  worlds  leading  inno- 
tor  and  manufacturer  of  four-wheel  passenger  car  anti-lock 
ake  and  traction  control  systems.  Eighteen  of  the  most  highly 
yarded  auto  makers  here  and  abroad  depend  on  them. 

ITT  Automotive,  part  of  ITTs  Manufactured  Products 
)up,  is  also  a  global  supplier  of  a  variety  of  other  products, 
r  Koni  shock  absorbers.  ITT  SWF  windshield  wiper  systems. 


switches  and  rear  lighting  modules.  Fluid  handling  systems. 
Plus  a  wide  range  of  body  hardware  and  structural  components. 

In  addition,  we've  given  the  green  light  to  reinvest  $2.7 
billion  in  ITT  Automotive  tor  engineering,  R&rD  and  capital  ex- 
pansion over  the  next  five  years.  At  ITT,  our  mission  is  to  make 
your  car  a  safer  

place.  Stop,  and  THniTl  Were  adding  more 
think  about  it.    JL  J- -L  than just our name. 


r  FINANCIAL  &  BUSINESS  SERVICES      ITT  MANVEACTURED  PRODUCTS      ITT  RAYONIER      ITJ  SHERATON 


American  Stock  Exchange,  and  support- 
ers of  computerized  trading,  chiefly  the 
over-the-counter  NASDAQ  system,  are  ar- 
dently preaching  the  virtues  of  their 
systems  in  the  hope  of  proselytizing 
newly  baptized  capitalists. 

Central  and  Eastern  European  coun- 
tries are  satisfied  with  traditional  auction 
trading  floors.  However,  several  coun- 
tries in  Asia  and  Latin  America  are 
seeking  advice  on  building  electronic 
systems  that  would  substitute  computer 
screens  for  a  trading  floor.  Frank  J.  Wil- 
son, a  consultant  and  former  general 
counsel  at  the  National  A.ssociation  of 
Securities  Dealers,  has  been  on  NASD 
consulting  assignments  to  India,  Malay- 
sia, Pakistan,  and  Thailand.  The  NASD, 
which  operates  NASDAQ,  has  a  grand 
vision:  "We're  exporting  [the  concept 
of]  screen-based  markets,"  says  NASD 
President  Joseph  Hardiman.  "The  plan  is 
to  eventually  link  them  all  together. 
Once  that  happens,  we'll  have  a  global 
market." 

CHINESE  STRUGGLE.  The  biggest  battle 
between  the  two  factions  looms  in  China, 
which  by  the  end  of  the  century  is  ex- 
pected to  have  the  second-largest  econo- 
my in  the  world.  The  country  has  two 
auction  exchanges,  the  three-year-old 


Shenzhen  Securities  Exchange,  which 
trades  1,000  issues,  and  the  two-year- 
old  Shanghai  Securities  Exchange,  which 
trades  500  stocks  out  of  a  turn-of-the- 
century  office  building  in  the  city's  seedy 
waterfi'ont  warehouse  district.  Provin- 
cial leaders  want  to  maintain  and 


man  says  the  central-govemment  leadcs 
he  met  at  a  1992  securities-associalin 
conference  in  Osaka  expressed  grtt 
interest  in  the  merits  of  electronic  sen- 
rities  markets.  Other  experts  say  Bviji^, 
continues  to  lean  toward  a  comjjui-- 
ized  blueprint.  The  central  governmu 


SECURITIES  &  EXCHANGE 
COMMISSION 

Formed  institute  to  give  officials 
from  emerging  markets  annual 
crash  course  on  U.S.  regulations. 
Sends  SEC  officials  to  foreign 
governments  to  help  draft 
securities  regulations. 


SEUING  us-m 

NATIONAL  ASSOCIATION  OF 
SECURITIES  DEALERS 

Promotes  screen-based  electrpni 
securities  markets  among  foreigi 
governments.  Sends  staff  to  advi 
emerging  markets  on  setting  up 
electronic  exchanges  and  i 
regulations  for  broker-dealers,  i 


strengthen  these  markets.  That's  why 
the  American  Stock  Exchange  alone  has 
entertained  more  than  1,000  officials 
from  China  in  the  past  few  years.  The 
Amex  is  hoping  not  only  to  spread  the 
auction-market  gospel  but  also  to  boost 
its  foreign  listings. 

But  Beijing  has  a  different  view  of 
the  future  of  trading  in  China.  Hardi- 


realizes  that  it  must  pay  far  more  att 
tion  to  modernizing  the  cun-ent  systi 
if  it  is  to  support  projected  econor 
gi'owth.  Now,  trading  at  the  two  exi 
ing  exchanges  depends  on  communi 
tions  handled  by  the  airline-reservat 
system. 

Regardless  of  who  prevails  in 
floor-vs.-computer  battle,  U.  S.  regii 


WHOHASA 
SAFER,  SIMPLER 
WAY  TO  MANAGE 
RETIREMENT  SAVING 
FOR  GROWTH? 


EQ-93-51 
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)rs  are  enjoying  an  unexpected  divi- 
3nd.  In  their  zeal  to  attract  foreign  in- 
3stors  by  demonstrating  their  markets" 
ifety  and  soundness,  other  countries 
ive  become  more  cooperative  with  the 
CC  in  rooting  out  fraud  and  con-uption. 
est  important,  the  International  Or- 
inization  of  Secuinties  Commissioners  is 
orking  to  adopt  American  accounting 


an  SEC  suit  filed  in  federal  court  in  Mia- 
mi against  a  Costa  Rica-based  teak-tree 
grower  called  Bosque  Puerto  Carillo. 
The  SEC  alleges  that  the  company  tried 
to  sell  $67  million  of  unregistered  se- 
curities in  the  U.  S.  The  commission  also 
charges  that  the  company's  advertise- 
ments, placed  in  several  airline  flight 
magazines,  overstated  returns  and  failed 


VRKETS  ABROAD 

NtW  YORK.  AMERICAN,  AND 
REGIONAL  STOCK  EXCHANGES 

U.  S.  TREASURY 
DEPT. 

omote  the  benefits  of  auction 
arkets,  particularly  among  grow- 
l  Asian  and  Eastern  European 
onomies.  Are  expanding  cooper- 
ve  international  market  surveil- 
ice  efforts. 

Has  a  team  of  advisers  helping  for- 
eign governments  develop  mone- 
tary and  fiscal  policy  and 
promoting  such  projects  as  issuing 
government  securities. 

DATA:  BUSINESS  WEEK 

mdards  and  rules  on  disclosure  and 
iider  trading.  Ard  more  than  20  coun- 
es,  including  many  in  Europe  and  Lat- 
America,  have  signed  a  cross-border 
J  initiative  to  assist  one  another  on  se- 
"ities-enforcement  actions. 
The  increased  cooperation  is  already 
ying  off.  Costa  Rican  officials  volun- 
;red  detailed  information  that  led  to 


to  disclose  the  risks  in  growing  and  ex- 
porting teak.  Costa  Rican  securities  offi- 
cials helped  by  supplying  information 
about  the  company  and  two  principals. 
"Wlien  first  confronted  by  the  SEC,"  says 
Bosciue's  attorney,  Alvin  D.  Lodish,  "the 
company  stopped  the  advertising  imme- 
diately. The  company  believes  strongly 
that  anything  done  in  violation  of 


U.  S.  securities  laws  was  inadvertent." 

Although  more  countries  are  adopting 
American-style  securities  systems,  it's 
far  from  clear  whether  the  trappings 
will  really  transform  trading  cultures 
that  operate  more  like  Middle  Eastern 
bazaars.  The  Bombay  Stock  Exchange, 
according  to  one  consultant,  "is  a  den 
of  iniquity." 

But  there  are  encoui-aging  signs.  Thai- 
land's Securities  &  Exchange  Commis- 
sion is  examining  several  brokers  and  in- 
vestors for  possible  market  manipulation. 
And  India's  Securities  Board  just  com- 
pleted a  probe  of  a  1992  market  scandal 
involving  massive  illegal  futures-market 
trading  that  caused  the  crash  of  the 
Bombay  Stock  Exchange. 

If  other  nations  do  adopt  fundamental 
changes,  the  efforts  could  end  a  debate 
within  U.  S.  securities  circles  over 
whether  to  ease  American  rules  to  pro- 
tect U.  S.  markets  from  foreign  competi- 
tion. Critics  of  tough  U.  S.  standards  ar- 
gue that  more  lax  regulation  elsewhere 
will  drive  trading  overseas.  But  it's  the 
foreigners  who  are  changing— and 
they're  elevating  their  standards.  As 
the  laws  that  have  safeguarded  Ameri- 
can investors  for  years  are  exported, 
the  U.  S.  may  end  up  protecting  Ameri- 
can markets  as  well. 

By  Michael  Schroeder  in  Washington 


Imagine  a  retirement  program  that  lets  you  invest  for 
:h  without  risking  a  single  penny  of  your  principal.  What 
nagined  is  an  Equitable  variable  annuity. 
I  Here's  how  it  works:  contributions  to  your  annuity  stay 
/  anchored  in  our  Guaranteed  Interest  Account.  Then,  if 
/ish,  we  automatically  transfer  your  monthly  interest  into 
;hoice  of  one  or  more  growth-oriented  investment  funds 
isionally  managed  by  some  of  the  most  experienced  peo- 
the  business.You  gain  the  benefits  of  "'dollar  averaging" 
;quity  investments  over  a  long  period  of  time. 


There's  no  simpler,  safer  way  to  manage  your  retirement 
savings  for  growth.  And  you  can  make  changes  in  your  savings 
plan  whenever  you  want. 

To  pursue  your  interest  in  The  Equitable  and  its  versatile 
and  timely  range  of  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable, 
787  Seventh  Avenue,  Department  A,  New  York,  NY  10019. 

Fur  more  complele  information  about  our  Variable  Annuities,  including  charges 
and  expenses,  obtain  a  prospecnis  from  your  Equitable  Agent.  Principal  value  and  return 
of  an  investment  in  variable  funds  will  fluctuate  with  changes  in  market  conditions. 


EQUITABLE 

STRENGTH  IN  NLIMBERS 


©  1993  The  Equitable  Companies  Incorporated,  NY,  NY  10019. 
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"Selling  coatings  in  South  America  is  quite  different 
from  selling  them  in  Europe.  We  cannot  simply  adopt 
European  technology;  we  must  adapt  it  to  local  needs.  And 
in  economic  and  financial  aspects,  the  gap  is  even  wider. 


I  never  fail  to  stun  my  colleagues  when  I  tell  them 
the  hyperinflation  we  have  to  deal  with,  and  the  un 
dox  measures  we  must  take  to  control  our  costs  an( 
our  customers  to  survive.  We  get  all  the  help  we  nee 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  products 
60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./P9,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


SEND 
(^PACKAGE 
ABROAD 
WITHOUT 


A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service'''  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


©  1993  U  S  Postal  Service 


siderably  less,  often  under  half  what 
our  competitors  charge.* 

For  your  free  EMS  starter  kit  call 
1  800  456-3600,  Ext.  564. 

If  you're 
tired  of  paying 
a  bundle  for  all 
your  overseas 
packages,  we 
deliver  for  you. 


United  States  Postal  Service 


\Ne  Deliver  For  You. 


■nance 


IRANCEI 


HANGING  THE 
lAMES'  OF  THE  GAME 


boost  underwriting,  Lloyd's  will  let  in  limited-liability  investors 


^eter  Middleton's  low  point  came 
"as  he  stood  on  a  podium  at  the 
Royal  Albert  Hall  in  May.  Ad- 
ssing  3,200  investors  of  insurer 
d's  of  London,  many  of  whom  had 
'1  devastated  by  losses  in  the  late 
Is,  Lloyd's  new  CEO  argued  for  adop- 
of  a  radical  proposal  to  revamp  the 
;rable  institution.  "If  we  don't  im- 
fient  this  plan  by  the  end  of  1995, 
1  you  should  fire 
he  declared, 
ctuating  his  re- 
e  to  carry  out  the 
;tic  rescue  pack- 
"No,  we  won't,"  a 
e  from  the  crowd 
ited  back.  "We'll 
it  you." 

ive  months  later, 
dleton's  future 
s  a  lot  more  se- 
On  Oct.  20, 
d's  investors  vot- 
1  favor  of  the  key 
lent  of  the  plan: 
ving  corporate 
tal  into  Lloyd's 
icates  for  the  first 
.  Because  this  will 

Lloyd's  a  much- 
led  infusion  of 
,al,  an  elated  Mid- 
)n  crowed  that  it 
"the  first  bad  day 
competitors  have 

in  the  past  two 
s."  Encouraged  by 
er  pricing  in  the 
d's  market  and 


liability,  are  admitted  into  Lloyd's  start- 
ing Jan.  L  Many  members  felt  they  had 
little  choice  but  to  vote  to  admit  corpo- 
rate capital,  recognizing  that  the  steady 
loss  of  members  and  underwi'iting  capac- 
ity is  threatening  Lloyd's  survival.  They 
hope  a  stronger  Lloyd's  may  be  more 
generous  in  settling  claims  against  some 
of  the  managing  agents  in  Lloyd's  syndi- 
cates. Others  feel  that  as  the  industry 


Lloyd's  CEO 
Middleton:  He 
hod  threatened 
to  resign  if  his 
rescue  plan  was 
voted  down 


ed  liability,  investment  firms  in  both 
U.  S.  and  Britain  are  readying  new 
5  to  invest  in  Lloyd's.  Such  new  in- 
3rs  will  "drag  Lloyd's  into  the  mod- 
?ra,"  says  John  Gardner,  managing 
'tor  of  Standard  &  Poor's  Corp.  in 
Ion. 

'  I  STAKES.  The  funds  will  dramatical- 
ter  how  the  tradition-bound  mar- 
operates.  For  centuries,  Lloyd's 
les,"  the  individuals  who  pledge  as- 
to  underwrite  insurance  risk,  have 
id  to  unlimited  liability.  That  unique 
■ture  will  change  when  institutional 
itors,  reassured  by  offers  of  limited 


recovers,  future  profits  will  help  them 
recoup  earlier  losses. 

Corporate  investors  will  likely  bring  a 
new  level  of  financial  discipline  to 
Lloyd's.  Reporting  requirements  will  be 
toughened,  and  weaker  underwriting 
syndicates  will  be  weeded  out.  Anticipat- 
ing interest  by  institutional  investors, 
S&P,  for  example,  recently  began  ranking 
Lloyd's  syndicates  based  on  their  profit- 
ability. And  the  business  plan  calls  for  a 
new  audit  unit  and  better  monitoring 
of  underwriter  performance. 

The  entrance  of  corporate  capital  also 
signals  the  end  of  what  some  consider 


Lloyd's  anachronistic  capital  structure. 
"No  one  in  their  right  mind  would  con- 
tinue to  accept  unlimited  liability  if  they 
could  avoid  it,"  says  John  Emney,  man- 
aging director  of  Charter  Reinsurance 
Co.  and  a  former  Lloyd's  name.  Emney 
believes  that  within  two  to  three  years, 
all  current  members  will  have  switched 
into  investments  that  give  them  limited 
liability. 

A  FLOOD.  Lloyd's  has  taken  a  pounding 
in  recent  years.  Battered  by  claims  from 
an  array  of  disasters,  including  the 
Exxon  oil  spill,  the  number  of  individual 
investors  has  dropped  to  19,537  from 
31,329  since  1989,  and  underwriting  ca- 
pacity has  shrunk  by  19%,  to  $13.5  bil- 
lion. While  Lloyd's  once  controlled  half 
the  world's  insurance  market,  its  share 
now  hovers  at  2%.  And  a  growing  num- 
ber of  rival  firms  are  taking  painful  bites 
out  of  Lloyd's  business. 

Still,  Lloyd's  has  a 
formidable  name,  and 
the  vote  is  sure  to  un- 
leash a  flood  of  invest- 
ments. Some  20  to  25 
groups  in  London  and 
New  York  are  plan- 
ning both  public  and 
private  offerings  to  in- 
vest in  Lloyd's.  A  list 
of  16  "potential  corpo- 
rate members"  re- 
leased by  Lloyd's 
shows  firms  seeking 
to  raise  up  to  $1.8 
billion.  In  the  U.S., 
Salomon  Brothers  and 
Donaldson,  Lufkin  & 
Jenrette,  as  well  as 
insurance  broker 
Johnson  &  Higgins, 
are  believed  to  be  in- 
volved in  ventures  to 
raise  corporate  capi- 
tal. And  Marsh  & 
McLennan  Cos.,  along 
with  J.  R  Morgan  and 
others,  plan  to  launch 
a  $500  million-plus 
fund  to  invest  in  "in- 
surance situations"  that  could  include 
Lloyd's. 

Middleton,  for  one,  estimates  that  in- 
stitutional investors  may  account  for  as 
much  as  one-sixth  of  Lloyd's  total  $13.7 
billion  that  will  be  needed  to  back  under- 
writing in  1994.  Some  market-watchers 
even  say  there  may  not  be  enough  de- 
mand to  absorb  all  the  corporate  funds. 
Too  much  capacity,  it  is  feared,  could 
drive  down  premiums.  But  coming  af- 
ter the  recent  capital  drain  at  Lloyd's, 
it's  a  scenario  that  Middleton  would 
much  prefer  to  see. 

By  Julia  Fli/iui  in  London 
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BY  GENE  G.  MARCIAL 


THE  SHORTS  HAVE 
lOST  THEIR  SHIRTS 
WITH  COHSECO 


Conseco  is  one  of  the  market's 
sharpest  and  most  volatile  swing- 
ers—and one  of  the  Big  Board's 
star  performers.  In  1987,  it  traded  at 
around  5  a  share.  It's  now  selling  at 
64.  So  is  it  time  to  bail  out?  No  way 
say  some  pros  who  remain  confident 
that  Conseco  will  hit  even  higher 
ground  over  the  next  12  months. 

The  shorts,  however,  are  shaking 
their  heads.  They  insist  that  Conseco  is 
long  overdue  for  a  big  fall— which  ex- 
plains the  big  short  intere.st  of  more 
than  2  million  shares  in  the  company's 
29  million  shares  outstanding.  Yet  Con- 
seco is  the  one  stock  that  has  really 
"killed"  the  shorts,  says  investment  ad- 
viser and  veteran  insurance  analyst 
Ray  Dirks.  He  says  these  incorrigible 
bears  have  lost  some  $200  million  in 
betting  against  Conseco,  a  holding  com- 
pany that  owns  and  operates  annuity, 
life,  and  health  insurance  companies. 

Dirks  believes  Conseco  will  before 
long  acquire  a  major  insurance  earner. 
"Conseco  is  positioned  to  acquire  a 
company  similar  to  Ti-avelers,"  he  says. 
Primerica  agi'eed  to  acfjuire  Travelers 
in  September.  "Believe  it— Conseco  will 
be  a  much  bigger  company  over  the 
next  few  years,"  adds  Dirks.  The  acqui- 
sition, he  says,  will  be  partly  funded  by 
the  $500  million  Conseco  is  trying  to 
raise  through  the  partial  sale  of  its 
Western  National  subsidiary.  Merrill 
Lynch  and  Goldman  Sachs  will  be 
among  the  underwriters. 
RICH  ASSETS.  Another  big  Conseco  bull 
is  investment  manager  Martin  Sands, 
chairman  of  Sands  Brothers,  a  New 
York  investment  bank.  He  views  the 
company  as  both  an  earnings  growth 
play  and  an  asset  play.  On  both  counts, 
Conseco  is  way  undervalued,  says 
Sands,  who  is  convinced  that  Conseco 
is  well-positioned  to  "double  in  the  next 
12  months."  Based  on  assets  alone,  he 
says,  the  stock  is  worth  100  a  share. 
Conseco  owns  40%  of  CCP  Insurance, 
currently  trading  at  30  a  share,  and 
•55%  of  Bankers  Life  Holding,  selling  at 
25.  Conseco  will  still  retain  a  48%  stake 
in  Western  National  after  the  public 
offering. 

John  Orrico,  an  analyst  at  Sands 
Brother's,  figures  Conseco's  stakes  in 
the  three  companies  are  worth  about 
$80  in  Conseco  shares.  Two  other  whol- 
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ly  owned  subsidiaries— Lincoln  Ameri- 
can Life  Insurance  and  National  Fidel- 
ity Life  Insurance— are  estimated  to 
be  worth  about  $9.  Add  in  Conseco's 
management  operation  and  cash  on 
hand  (after  adjusting  for  debt)  of  $11, 
and  Orrico  comes  up  with  an  asset  val- 
ue of  $100. 

Strong  cash  flow  and  earnings 
growth  form  the  basis  of  the  funda- 
mental case  for  Conseco,  says  Orrico. 
Earnings  of  $7.50  a  share  in  1993  and 
$8.75  next  year  should  be  a  reassuring 
plus,  he  thinks. 


AMR:  READY  FOR 
TAKEOFF? 


The  airlines  have  been  flying 
through  dark  clouds  for  some 
time  now.  Even  the  majors  have 
been  losing  money.  But  investment 
manager  Bill  Manning,  sees  a  silver 
lining  through  the  gloom,  so  he's  high 
on  AMR,  the  parent  company  of  Amer- 
ican Airlines. 

No,  Manning  isn't  a  contrarian.  The 
president  of  the  top-ranked  Manning  & 
Napier  Advisors,  which  manages  $4.2 
billion,  is  simply  convinced  that  among 
the  majors,  AMR  is  now  in  the  best 
position  to  take  off  fast  in  the  wake  of 
the  industry's  rapid  consolidation. 

He  sees  the  continuing  shrinkage  of 
airline  capacity,  due  largely  to  a  deci- 
sion by  the  airlines  to  desist  from  put- 
ting more  money  into  new  aircraft  and 
to  slash  their  work  force,  as  an  eventu- 
al boon  to  pricing.  Manning  says  fares 
are  on  the  way  up  because  of  the  de- 
cline in  the  number  of  airline  routes 
and  seats.  Fares  for  business  travel- 
ers have  risen  some  30%,  he  notes. 


American  Airlines  has  reached  j. 
crucial  point  where  a  slight  rise 
fares  and  passenger  traffic  will  direc 
ly  enrich  earnings.  So  Manning  for 
casts  that  AMR  will  earn  $10  a  shai 
next  year,  about  twice  Wall  Street 
expectations.  This  year,  the  compai 
may  only  break  even,  vs.  a  $6.35 
share  loss  last  year.  Where  does  Ma 
ning  think  AMR  shares  are  headed?  ! 
is  confident  that  in  a  year's  time,  tl 
stock— currently  trading  at  68— w 
soar  to  100. 


EASY  MONEY 
AT  THIS  BORDER 


One  may  simply  dismiss  Prim 
donna  Resorts  as  just  anoth' 
of  the  many  hotels  and  ca; 
nos  in  Nevada.  But  some  gamii 
watchers  say  this  one  is  thrice  blesse 
Location,  location,  location. 

The  company's  two  hotels  are  situi 
ed  along  Interstate  Highway  15— rig 
at  the  border  of  Nevada  and  Califom: 
"The  resort  enjoys  an  unparalleled  ah 
ity  to  benefit  from  the  continue 
growth  in  the  Las  Vegas-bound  vehic 
lar  traffic  from  Southern  California  v 
itors,  enhanced  by  the  opening  of  tl 
three  megai-esorts  of  mgm  Grand  Hot 
Treasure  Island,  and  Luxor  Hote 
says  Jerry  Levine,  research  direct 
at  Commonwealth  Associates.  Prim 
donna  is  the  first  casino  visitors  see  i 
ter  five  hours  of  driving  through  t' 
desert  from  Los  Angeles,  says  Levir 
Out  of  some  9  million  cars  travelii 
across  the  state  border  on  Intersta 
15  in  1992,  about  27%  stopped  at  Prii 
adonna.  The  facility  provides  fami 
entertainment,  including  a  300-seat  til 
ater,  bowling  alley,  ferris  wheel,  care 
sel,  and  playground. 

Primadonna's  stock  has  been  qui 
to  reflect  the  potential  of  the  comp 
ny's  border  resort.  Trading  at  19 
July,  the  stock  climbed  to  36  in  la 
August.  It  is  now  trading  at  28.  Levi 
thinks  record  results  over  the  ne 
couple  of  years  should  lift  the  sto 
higher. 

Nathan  Dick,  entertainment  analj 
at  Commonwealth  Associates,  al 
thinks  the  company's  strong  earnin 
outlook  "should  ensure  the  stock's  lor 
term  above-average  performance." 

Dick  figures  that  revenues  will  1 
$191  million  next  year,  up  from  199: 
estimated  $146  million,  and  then  zo( 
to  $250  million  in  1995.  He  believ 
that  Primadonna  will  earn  $1.45 
share  next  year  vs.  1993's  estimat 
$L10  and  $1.95  in  1995. 
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Here's  the  bottom  line  on 
Unisys  services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 
i-the  bottom  line.  So  it  shouldn't  be 
urprising  that  Unisys  Services  focus  on 
xactly  that. 

With  decades  of  experience  serv- 
ig  business  and  government,  Unisys  is 
ommitted  to  a  bottom-line  test:  unless 
n  information  systems  plan  is 
esigned  to  serve  the  customer's  busi- 
ess  plan,  it  amounts  to  little  more 
mn  technology  for  its  own  sake.  Sup- 
lying  technology  is  not  the  object, 
pplying  technology  is. 

That's  why  our  systems  integration 
jrvices  help  you  wring  full  value  from 
3ur  investment  by  making  your  many 
i^stems  work  cost-effectively  together, 
's  why  our  consulting  services  harness 
.'  ichnology  to  business  goals,  not  the 
";her  way  around.  It's  why  our  applica- 
'  on  development  process  helps  identify 
desired  cost-saving  and  revenue- 
f  derating  results  before  we  design  the 


applications  on  which  those  results  will 
depend.  It's  why  our  education  services 
teach  customers  how  to  optimize  the 

UNISYS 

We  make  it  happen. 


relationship  between  people  and  tech- 
nology. It's  why  Unisys  outsourcing 
enables  customers  to  lower  costs  and 
sharpen  competitiveness. 

Call  us  at  1-800-874-8647,  ext.  187 
Ask  how  Unisys  Services  can  help  your 
business.  It's  our  bottom  line. 


992  Unisys  Corporation 


WAYNE'S  WORLD: 
BUSTING  BEYOND  VIDEO 


Is  Wayne  Huizenga's  breathless  scramble  to  build  Blockbuster  Entertainment  dazzling — or  dizzy? 


Paul  McCartney  made  a  K^iest  ap- 
pearance. So  (lid  Richard  Bran- 
son, the  flamboyant  chairman  of 
London-based  Vir^rin  Retail  Group  Ltd. 
And  so  did  Aaron  Spelling,  founder  of 
Spelling  Entertainment  (Jroup  Inc.,  crea- 
tor of  the  ij(Ji)ular  television  series  Bev- 
erlii  Hills  90210.  That  the  cameos  at 
Blockbuster  Entertainment  Corp.'s  an- 
n\ial  shareholders'  meeting  in  May  were 
all  on  a  giant  video  screen  seemed  only 
a])propriate. 

The  guest  spots  helped  Chairman  H. 
Wayne  Huizenga  outline  his  ambitious 
plans  to  transform  the  Fort  Lauderdale 
(Fla.)  video-rental  giant  into  a  full-scale 
entertainment  company.  A  year  ago, 
Blocklnistcr's  sole  business  was  renting 
movies  and  video  games.  But  what  a 
difference  a  year  makes  (table). 

With  its  purchase  of  three  retail  mu- 
sic chains.  Blockbuster  is  now  the  No.  .3 
music  retailer  in  the  U.  S.,  and  it  has  a 
separate  joint  venture  with  Virgin  to 
build  megastores  in  the  U.  S.  and 
abroad.  In  addition.  Blockbuster  will 
soon  control  two  Hollywood  movie  studi- 
os and  their  lucrative  libraries.  Then, 
there  are  plans  for  indoor  neighborhood 
entertainment  centers.  The  comjjany  also 
owns  21%  of  Discovery  Zone  Inc.,  the 
chain  of  chiklren's  indoor  play  centers, 
along  with  franchise  rights  for  100  out- 
lets. And  it  recently  unveiled  plans  for 
Blockbuster  Entertainment  Village,  a 
2,(i00-acre-plus  entertainment  and  sports 
com])le.x  in  south  Florida  (i)age  124). 
RAPID  FIRE.  All  of  that  may  have  been 
just  a  pi'eview.  Huizenga's  media  make- 
over hit  high  gear  on  Sept.  29,  when 
Blocklaistei'  joined  the  epic  battle  for 
Paramount  ('ommunications  Inc.  by  in- 
vesting $H00  million  in  Viacom  Inc.  to 
l)olster  Viacom's  bid  against  rival  (JVC 
Network  Inc. 

Does  it  all  seem  a  bit  frantic?  Holly- 
wood and  Wall  Street  critics  deride 
Huizenga's  rapid-fire  moves  as  a  scat- 
tershot attempt  to  diversify  away  fr"om  a 
basic  business  that  could  become  obso- 
lete if  video-on-demand  and  pay-per-view 
obliterate  video-rental  revenues.  But 
Huizenga  insists  it's  all  part  of  a  deliber- 
ate plan  to  turn  EJlockbustei-  into  "a  glo- 
bal entertainment  comjjany  with  fliffer- 
ent  forms  of  flistribution." 


Huizenga  and  other  Blockl)uster  exec- 
utives say  video  rentals  will  be  a 
healthy  business  for  at  least  a  decade  or 
more.  Indeed,  revenues  at  existing 
Blockl)uster  stores  jumped  0.1%  in  the 
first  half  of  1993.  Analysts  expect  1993 
earnings  to  soar  60%  to  $23(i  million  on 
revenues  of  $2.1  billion,  up  75%.  Block- 
l)uster  is  using  the  cash  thrown 
off  by  its  3,258  stores  in  10 
countries  to  diversify  into  oth- 
er forms  of  entertainment.  At 
the  heart  of  the  strategy  are  the 
48  million  folks  who  carry  Block- 
buster video-rental  cards— 13  mi 
lion  more  than  carry  American  Ex- 
press cards.  Huizenga  figures  he  can 
use  that  cardholder  base  as  a  launch- 
ing pad  to  turn  Blockbuster  into  a 
worldwide  entertainment  brand  name. 

Blockl)uster's  metamorphosis  into  a 
glitzy  media  company  began  with  the 
sponsorship  of  Paul  McCartney's  con- 
cert tour  last  year  The  highlight  was  a 
two-hour  televised  special  from  Block- 
buster Pavilion  in  Charlotte,  N.  C,  one 
of  the  company's  three  amphitheaters. 
Blockbuster  is  now  sponsoring  Rod 
Stewart's  tour.  Such  flash  marks  a  shift 
from  its  previous  get-'em- 
in-the-video-store  market- 
ing. "We  wanted  to  signa 
to  everyone  who  had  any- 
thing to  do  with  Blockbuster 
that  we  are  a  big-time  enter- 
tainment   company,"  says 
James  L.  Hilmer,  Blockbustei-'s 
chief  marketing  officer. 

But  if  the  company's  goal  is 
clear,  the  contriliutions  of  the 
various  jMeces  Huizenga  is  cob- 
bling  together   to   achieve  it 
aren't— at  least  not  yet.  Take 
Blockbuster's  forays  into  Holly- 
woofl.  Huizenga  rightfully  notes  that 


I']lockbuster  took  a  conservative  ;l- 
l)roach  in  first  buying  separate  stakes  i 
Spelling  and  Republic  Pictures  Co( 
and  now  financing  a  $100  million  mer^ 
of  the  two,  from  which  Blockbuster  v 
emerge  as  majority  owner. 

Both  Spelling  and  Republic  bring 
Blockbuster  extensive  libraries,  fn 


THE 

MAKINGS 
OF  A  MEDIA 
MONSTER 


DAIi  COMPANY  REPORTS 


NOVEMBER,  1992  Enters  mu- 
sic retailing  with  acquisition 
of  Sound  Warehouse  and 
Music  Plus  chains,  with  total 
of  237  stores,  for  $190 
million  in  cash  and  stock. 
DECEMBER,  1992  Forms  joint 
venture  with  Virgin  Retail 


Group  to  open  "me( 
stores"  in  the  U.  S., 
and  Australia,  and 
Virgin's  interests  in 
existing  stores. 
FEBRUARY,  1993  Buys 
of  Republic  Pictures 
$25  million. 
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jhts  to  Bcmc  Instinct  and  John  Wayne 
)vies,  as  well  as  TV  series  such  as  Bo- 
nza  and  Beverly  Hills  90210.  Useful 
iff  for  starting,  say,  a  cable  channel, 
id  Blockbuster  brings  a  bonus  to  the 
idios:  an  enormous  data  base  on  how 


films  and  actoi's  fare  among  video-rent- 
ers—helpful information  for  marketing 
and  maybe  even  for  casting. 

Such  synergies  aside,  Hollywood  insid- 
ers are  puzzled  by  Blockbuster's  pur- 
chase of  two  studios  that  have  little  in 
the  way  of  big-screen  successes. 
Getting  in  on  the  cheap  in  Holly- 
wood  doesn't  go  very  far.  "Block- 
buster- will  have  a  rude  awakening 
if  they  think  Iniying  these  two  com- 
panies is  going  to  open  a  lot  of  doors 
with  anyone  of  quality  in  this  town," 
sniffs  one  top  insider. 
And  while  Blockbuster's  stake  in  Vi- 
acom raised  the  chain's  profile  among 
media  companies,  it  raised  concerns  on 
Wall  Street,  too.  Huizenga  says  Viacom's 


1993  Buys  21%  of  Discov- 
le,  operator  and  franchis- 
door  children's  play  cen- 
id  rights  to  open  50 
5ry  centers.  Acquires  54% 
ling  Entertainment  Group. 

993  Increases  stake  in 
g  Entertainment  to 


63.5%.  Total  investment:  $163 
million  in  cash  and  stock. 

AUGUST,  1993  Completes  buyout 
of  its  two  largest  video-store 
franchises,  with  total  of  321 
stores,  for  total  of  $278  million 
in  cash  and  stock. 


SEPTEMBER,  1993  Invests  $600 
million  in  Viacom,  aligning  with 
Viacom  in  its  bid  for  Paramount 
Communications. 

OCTOBER,  1993  Adds  to  music 
empire  with  plans  to  buy  Super 
Club  Retail,  with  270  stores,  for 
$1 50  million  in  stock  and  cash. 


library  of  CBS  TV  programs  could  be  add- 
ed to  the  NBC  and  abc  libraries  of  Re- 
[lublic  and  Spelling  and  repackaged  for 
such  formats  as  a  cable  channel.  Via- 
com's cable  systems,  premium  cable 
channels,  and  ties  to  a  chain  of  theaters 
may  give  the  studios  additional  distribu- 
tion outlets.  But  the  size  of  the  $600 
million  Viacom  deal  could  limit  Block- 
buster's financial  flexibility,  says  Heath- 
er M.  Goodchild,  an  analyst  at  Standard 
&  Poor's  Corp.  And  the  speed  and  diver- 
sity of  its  other  moves  also  make  her 
uneasy.  "They  are  moving  in  many  direc- 
tions at  once,  and  several  of  them  are 
unproven  businesses,"  she  says. 
MAKEOVERS.  Blockbuster  is  pushing  into 
some  proven  lines,  though.  After  sev- 
eral acquisitions,  it  now  has  507  mu- 
sic stores,  where  it  has  already 
boosted  operating  margins  to  just 
over  10%  in  the  second  quarter,  from 
7.7%  in  the  first  quarter.  Its  prototype 
for  remaking  all  of  the  stores  will  open 
on  Oct.  26  in  Fort  Lauderdale,  while 
the  first  of  10  joint-venture  Virgin  meg- 
astores  in  the  U.  S.  will  open  in  late  No- 
vember in  Newport  Beach,  Calif.  Block- 
buster will  also  spend  $38.5  million  to 
develop  megastores  in  Europe  and  Aus- 
tralia and  finance  nine  more  in  the  U.  S. 

But  industry  exi^erts  warn  that  Block- 
lAister  won't  enjoy  the  same  cakewalk  in 
music  as  it  has  in  video  retailing.  While 
the  video  industry  was  a  mom-and-pop 
business  that  was  ripe  for  consolidation, 
music  retailing  is  an  established  industry 
with  big-time  competitors.  And  analysts 
wonder  why  Blockbuster  has  assembled 
this  particular  group  of  outlets,  many 
of  them  smaller  stores  that  run  counter 
to  the  trend  of  larger  ones 
with  more  selection.  "I'm 
puzzled,  because  it  doesn't 
make  sense,  and  they  had 
the  advantage  of  starting 
from  scratch,"  says  one. 
Blockbuster  executives  say 
they're   building  megastores 
with  Virgin.  And  store  size  and 
;election  may  not  matter  so  much 
F    if  a  new  technology  gets  off  the 
ground.  The  system,  developed  in 
a  joint  venture  with  IBM,  can  use 
digitized  information  transmitted 
from  a  central  point  to  create  com- 
pact disks  and  eventually  videos,  soft- 
ware, and  games  on  de- 
mand in  stores.  But 
most  music  labels,  cit- 
ing copyright  concerns, 
have  so  far  given  it  a 
chilly  reception. 

Blockbuster's  plans 
for  indoor  amusement 
parks  are  the  fuzziest 
of  its  new  ventures. 
Huizenga  signaled  his 
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SOUTH  FIORIDA  SPORTS  FANS 
lOVE  THEIR  'HIGH-ZINGER' 


At  Florida  Marlins  games,  fans 
toss  baseballs  for  him  to  auto- 
graph. At  the  home  opener  of 
the  Florida  Panthers  hockey  season, 
a  cheering  crowd  gives  him  a  standing 
ovation.  Grateful  south  Florida  sports 
fans  affectionately  call  him  Wayne,  and 
The  Miami  Herald  sports  columnist 
Edwin  Pope  gently  parodies  his  last 
name  as  High-Zinger. 

Blockbuster  Entertainment  Corp.'s 
H.  Wayne  Huizenga  might  have 
bought  into  sports  franchises  because 
of  their  value  as  an  entertainment 
business.  But  an  incalculable  side  ben- 
efit is  what  the  franchises  have  done 
for  his  image,  especially  close  to  home. 
He's  the  only  per- 
son in  the  nation  to 
own  major  chunks 
of  three  sports  fran- 
chises: In  addition 
to  the  Marlins  and 
Panthers,  he  owns 
15%  of  the  Miami 
Dolphins  and  half  of 
Joe  Robl)ie  Stadi- 
um, where  the  Dol- 
phins and  Marlins 
play. 

Now,  Huizenga 
has  a  gi'and  plan  to 
build  the  Marlins 
and  Panthers  a  new 
home.  What  start- 
ed this  spring  as  a 
proposal  for  a  300- 
acre  site  for  a  new 
arena  gi-ew  to  a  2,600  acre-plus  com- 
plex straddling  the  Dade-Broward 
county  line  west  of  Miami  and  Fort 
Lauderdale. 

SOMETHING  FOR  EVERYONE.  On  the 

drawing  boards  are  a  45,000-seat  base- 
ball stadium  with  a  retractable  roof 
(to  beat  Florida's  afternoon  summer 
showers)  a  Little  League  stadium,  a 
20,000-seat  arena  for  hockey,  and  a 
practice  ice  rink  that  would  also  be 
open  to  the  public.  To  tie  in  with 
Blockbuster's  other  businesses,  plans 
include  a  movie  studio,  recording  stu- 
dio, theme  park,  virtual-reality  center, 
water  park,  and  marine  stadium,  as 
well  as  a  public  area  with  shops  and 
restaurants.  Huizenga  says  the  pro- 
ject grew  after  he  got  calls  from  un- 
named potential  joint-venture  partner's 
willing  to  help  build  the  $1  billion 
park.  It  isn't  clear  yet  what  Block- 


buster's share  of  the  outlay  will  be. 

The  project  is  up  for  a  vote  in  No- 
vember by  Blockbuster's  board,  and 
it  must  also  clear  state  and  local  regu- 
latory hurdles.  If  Blockbuster's  direc- 
tors give  the  0.  K.,  the  company  may 
then  exercise  an  option  to  buy  half  of 
Huizenga's  baseball  and  hockey  fran- 
chises. Huizenga  insists  he'll  make  no 
profit  on  the  deal  and  will  bring  in 
outside  accountants  to  verify  it. 

As  popular  as  he  is  in  south  Florida, 
Huizenga  is  still  vilified  in  Tampa-St. 
Petersburg.  Disappointed  baseball  fans 
there  suspect  that  he  worked  behind 
the  scenes  last  year  to  kill  a  deal  that 
would  have  moved  the  San  Francisco 


1* 


THE  PANTHERS'  VANBIESBROUCK  AND  THE  MARLINS'  CARR: 
HUIZENGA  WANTS  TO  BUILD  A  NEW  HOME  FOR  BOTH  TEAMS 


Giants  to  St.  Petersburg,  which  would 
have  given  his  Marlins  competition  for 
Florida  fans.  Huizenga  has  denied  do- 
ing anything  to  impede  the  deal  and 
voted  as  a  l)aseball  owner  in  favor  of 
the  move. 

Within  baseball,  Huizenga  is  regard- 
ed as  a  hands-on  owner  who  attends 
league  meetings  and  speaks  his  mind. 
Insiders  point  to  Huizenga's  efforts  to 
repackage  baseball  and  generate  ex- 
tra revenues  through  cross-promotions 
with  Blockbuster".  "He's  a  brilliant  busi- 
nessman," says  Richard  Ravitch,  a  la- 
bor negotiator  for  Major  League  Base- 
ball. "This  is  where  the  sea  change  is 
coming  in  this  business."  And  with  the 
emphasis  on  business,  Huizenga  should 
feel  right  at  home. 

By  Gail  DeGeorge  with  Fernando 
Battaglia  in  Miami  and  David  Greising 
in  Chicago 


sei'iousness  by  hiring  Bill  Burns,  dir'eor 
of  Disney  World's  Magic  Kingdom, i! 
president  of  Blockbuster-'s  Entertainmni 
Center  Div.  The  idea.  Burns  says,  is  oi 
to  compete  with  Walt  Disney  Co.'s  v!si 
theme  parks  but  to  create  neighborhw 
amusement  centers  of  18,000  to  22, iK 
scjuare  feet.  The  prototype,  which  nij 
include  virtual-reality  attractions,  shck 
be  finished  by  mid- 1994. 
BUYBACK.  Where  does  this  leave  Bki; 
luister's  l)read-and-butter  business,  J.'< 
video  stores?  Blockbuster  bought  l)|d 
its  two  largest  franchises  in  August  |k 
now  owns  two-thirds  of  its  video  stois 
Geor-ge  D.  Johnson  Jr.,  president© 
Blockbuster's  Consumer  Div.,  expectAt 
open  200  more  Blockbuster  stores  in  a 
U.  S.  in  1994.  There  are  also  plansib 
create  a  "game  zone"  within  the  sti  ■ 
that  will  feature  video  games,  wl 
have  become  a  lucrative  additionji 
Blockbuster's  movie  rentals. 

Such  moves  prove  that  Blockbu.-s: 
remains  committed  to  the  business,  sv 
Tim  Nolan,  chair'man  of  the  comp;n 
franchise  advisory  council.  And 
agrees  with  Huizenga  that  Blockbust 
vast  retail  network  will  be  a  player 
whatever  new  technologies  deve^ 
"We're  pretty  comfortable  that  w( 
going  to  be  in  business,"  Nolan  si 
"The  stores  won't  look  exactly  like  t 
do  today,  but  we'll  be  in  business.' 
NEXT  GENERATION.  Blockbuster  is  aire 
using  its  r-etail  system  to  branch 
new  technologies.  Stores  in  San  Fvar 
CO  will  starl  renting  CD-ROM  machi 
and  software  this  fall.  And  Sega 
North  America  Inc.,  which  already  r 
video  games  thr'ough  Blockbuster, 
the   stores   to   showcase   its  lal 
hardware,  such  as  new  virtual-rea 
goggles. 

Huizenga  is  counting  on  that  b 
and-yellow  Blockbuster  card  to  tie 
of  those  elements  together.  A  new 
versal  card  will  allow  customers  to  r 
videos  at  any  Blockbuster  store  inst 
of  at  just  one  outlet.  But  the  card  r 
eventually  be  used  at  the  neighborh 
fun  centers,  the  planned  Blockbus 
Entertainment  Village,  the  music  sto 
and  Discovery  Zones. 

For  now,  the  links  among  Bk 
buster's  parts  are  more  prosaic.  A  Bl< 
Inister  video  stor'e  in  Miami  offers  a 
kid's  video  rental  with  a  visit  to  a  Bli 
liuster-owned  Discovery  Zone,  for 
ample.  But  even  that  tie-in  shows  1 
long-term  Huizenga  is  thinking, 
proriiise  he  sees  is  not  only  with  pare 
but  with  their  kids,  who  will  be 
next  generation  of  customers  for 
growing  media  empire. 

B>/  Gail  DeGeorge  in  Fort  Laitdera 
with  Ronald  Grover  in  Los  Angeles 
Richard  Brandt  in  San  Francisco 
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"The  Supra  easily  outgrips  the  Ferrari 
512  TR  and  the  Porsche  91 1  Turbo,  is 
more  stable  in  abrupt  maneuvers,  and 
digs  to  a  halt  with  near  identical 
determination." 

Road  &  Track/August,  1993 
"The  Supra  Turbo  is  an  absolute  beast." 

Automobile  Magazine/April,  1993 

"The  brakes  are  magnificent— I've  never 
tried  better." 

Car  and  Drixer/September,  1993 


"There  is  every  reason  to  believe  that  the 
Toyota  Supra  Turbo,  at  about  one-fifth 
the  financial  assault  of  a  Testarossa,  can 
match  the  legendary  Ferrari's  pace  on 
just  about  any  twisted  piece  of  asphalt. 
Ditto  the  $100K  Porsche." 

Road  &  Track/August,  1993 

"Supra  Turbo  is  the  MVP  (Most  Valuable 
Performer)  of  the  Automotive  Dream 
Team." 

Motor  Trend/August,  1993 


These  Are  The  Reviews. 
Imagine  The  Performance 


"The  intercooled  sequential  twin-turbo 
version  is  the  real  adrenaline  pump. 
When  both  turbos  are  spooled  up, 
there's  320  hp  on  the  Supra's  tap." 

Popular  Mechanics/March,  1993 

"The  ante  to  compete  in  the  world's  order 
of  ultra-performance  cars  has  just  been 
raised.  The  Toyota  Supra  Turbo  is  the 
new  Top  Gun." 

Motor  Trend/August,  1993 


"The  Supra  Turbo  does  what  few  other 
cars  in  history  have  been  able  to  accom- 
plish: Combine  exoticar  performance 
with  luxo-coupe  grace  and  deliver  it  all 
at  a  price  that  won't  cause  angina 
pectoris!' 

Motor  Trend/August,  1993 

"...could  be  history  in  the  making." 

Road  &  Track/March,  1993 

"A  world  beater." 

Car  and  Driver/September,  1993 


®  TOYOTA  Supra 

"/  love  what  you  do  for  me" 


The  1994 Toyota  Supra.  It's  Taken  Everything  Sports  Cars  Were  Before 


And  Crossed  The  Line. 

Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of  your  nearest  dealer  Buckle  Up'  Do  ii  for  those  who  love  you  ©f993  Toyota  Motor  Sales,  US  A,.  Inc. 
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GIN  JACK  SMIT 

FIX  GM? 

ONLY  IF  HE  CAN  SPREAD  HIS  VISION  THROUGHOUT  THE  STILUSTUMBLING  GIANI 


Sitting  on  the  credenza  in  Jack 
Smith's  office  at  General  Motors 
Corp.  is  a  large  stone  with  a  cop- 
per plate  attached— a  gift  fi'om  his  wife, 
Lydia.  Etched  into  the  copper  are  the 
words  of  Lao-tze,  the  6th  century  B.  C. 
Chinese  philosopher.  "A  leader  is  best 
when  people  barely  know  he  exists,"  the 
inscription  says.  "Not  so  good  when  peo- 
ple obey  and  acclaim  him.  Worse  when 
they  despise  him.  But  of  a  good  leader 
who  talks  little,  when  his  work  is  done 
and  his  aim  fulfilled,  they  will  say,  'We 
did  it  ourselves.' " 

A  genial  Irish  Catholic  who  grew  ui> 
making  ice  cream  for  the 
family  business  in  Worces- 
ter, Mass.,  John  F.  Smith 
Jr.  is  hardly  steeped  in 
Eastern  philosophy.  Lyd- 
ia Smith  had  the  tablet 
made  because  she  believ<'<l 
the  words  summed  u]i 
what  she  felt  made  her 
husband  different  from 
the  long  line  of  gray-suit- 
ed autocrats  who  i-an  (,M 
before  him.  The  Jack 
Smith  she  married  "gets 
things  done  without  stand- 
ing there  screaming  and 
barking  orders,"  she  says.  "It  took  me  a 
while  to  see  it,  but  he  gets  done  what 
he  wants  to  get  done." 
BYZANTINE  STRUCTURE.  Let  s  hope  So. 
Since  he  was  thrust  into  the  chief  ex- 
ecutive's seat  after  CM's  stunning  board- 
room coup  a  year  ago.  Jack  Smith,  55, 
has  been  charged  with  fixing  one  of  the 
most  intransigent  companies  in  America. 
GM  is  still  sinking  under  the  weight  of 
its  own  bureaucracy,  and  the  news  late- 
ly has  not  been  good.  Even  if  he  man- 
ages to  avoid  a  labor  strike.  Smith  will 
likely  have  to  sign  a  new  contract  that 
saddles  GM  with  three  more  years  of 
heavy  unemployment  payments  as  the 


company  tries  to  unload  67,000  more 
union  jobs.  And  GM  missed  its  third- 
cjuarter  production  target  by  95,000  ve- 
hicles because  of  widespread  problems 
in  its  factories.  That  delayed  delivery  of 
badly  needed  1994  models  and  briefly 
pushed  GM's  share  of  the  U.  S.  car  mar- 
ket to  a  23-year  low  of  29.1%  in  Septem- 
ber. As  GM  corrects  the  problems,  mar- 
ket share  will  improve.  But  the  debacle 
signaled  that  the  company  has  a  long 
way  to  go  in  its  ongoing  effort  to  re- 
make itself. 

Through  it  all.  Smith  has  l)een  large- 
ly in\'isililf'  to  the  public  eye.  Not  much 
of  a  speaker,  he's  edgy  in 
the  spotlight.  He  rarely 
grants  interviews  and  has 
left  most  of  the  speeches 
to  his  executive  vice-pres- 
ident, the  affable  William 
E.  Hoglund.  That's  not  to 
say  he  hasn't  been  mak- 
ing friends.  Oddly,  the 
last  Detroit  executive  to 
gain  as  much  popularity 
among  such  a  diverse  set 
of  constituencies  (from 
Wall  Street  to  the  Unit- 
ed Auto  Workers)  was 
Lee  lacocca.  Smith's  po- 
lar opposite.  Both  are  admired  for  being 
straight  shooters.  But  unlike  the  former 
Chrysler  Corp.  chaii'man.  Smith  is  no 
cowboy. 

Comparing  the  two  usually  takes  the 
form  of  a  (juestion  among  GM's  334,000 
employees,  the  company's  countless  sup- 
pliers, and  the  investors  holding  $32.8 
billion  worth  of  GM  stock:  Can  Jack 
Smith  do  with  his  company  what  lacocca 
did  with  his?  The  jury  is  still  out  on 
that  one.  While  Smith's  low-key,  Lao- 
tze  style  is  pumping  fresh  air  through 
the  stale  executive  suite  of  the  nation's 
largest  industrial  enterprise,  GM's  vast 
biu'eaucracy  has  so  far  gotten  only  a 
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SMITH  IS  OFF  TO  i 
PEqNT  STftRT... 

/  MANAGEMENT  Smith  reorganized 
convoluted  divisional  operating  stru  u 
to  create  a  single  unit  called  North 
American  Operations  (NAO).  Creq 
the  NAO  Strategy  Board  to  speed  c 
sion  making.  Pared  corporate  staff 
2,500  from  1 3;500. 

^  PURCHASING  Created  a  single  g 
bal  purchasing  office  to  replace  27 
orate  purchasing  departments.  Slas 
$4  bil  ion  from  the  company's  annu 
materials  bill. 

LABOR  Orchestrated  early  fetirei 
offer  that  took  1 6,500  houch/.workt 
off  the  payroll.  New  contrSetinego- 
tiotions  hove  been  tough,  but  Smith 
tried  to  mend  GM's  badly  frayed  re 
tions  with  the  UAW. 

^  PRODUCTS  Elimiacitit;!  eight  mo( 
from  GM's  bloated  total  of  62.  Laid 
plans  to  phase  out  more.  Consolidq 
car  and. truck  platforms — the  basic  ' 
framework  from  which  several  modi 
con  be  built — to  10  from  18. 

/  RENTAL  CARS  Sloshed  unprofitofc 
soles  to  rental  fleets  by  27%. 

ASSET  SALES  Put  noncore  business 
totaling  $3  billion  in  annual  soles  oi 
block — from  a  unit  making  bearings 
one  producing  windshielcTwipers.  j 
Found  buyers  for  units  with  annual ; 
totaling  $2  billion.  ■ 

/  COMPENSATION  Eliminated  exec 
bonuses  and  some  perks.  Froze  sal< 
and  cuf  health  benefits  for  salaried 
employees. 


whiff.  Firing  up  the  cadre  of  handpicked 
executives  closest  to  him  is  a  strong 
first  step.  But  if  Smith  wants  to  fix  GM, 
he  will  have  to  come  to  grips  with  the 
company's  sluggish  bureaucracy  and 
force  it  to  change  its  ways.  He  has  not 
articulated  how  he  plans  to  do  that. 
BOARIXERHFIED.  Of  course,  by  GM  stan- 
dards. Smith  is  moving  like  a  rocket. 
By  throwing  open  the  window  to  real 
debate  among  top  executives,  he  has 
encouraged  his  new  team  to  act  vigor- 
ously as  it  tries  to  remake  the  giant 
auto  maker. 

Working  with  a  mandate  from  the 
board  and  following  a  map  he  used  to 
turn  GM  Europe  into  the  company's 
crown  jewel  in  the  late  1980s,  Smith 
has  simplified  the  structure  of  the 
company's  Byzantine  North  American 
Operations  (NAO),  slashed  the  corporate 
staff,  pared  GM's  product  offerings,  and 


...BUT  THERE'S 
PLENTY  LEFT  TO  DO 

I    BUREAUCRACY  Smith  s  biggest 
problem.  Must  galvanize  GM's  massive 
work  force  to  change  employees'  hide- 
bound habits.  That  v/ill  require  dramati- 
cally improving  communication  within 
the  company  and  setting  out  a  vision. 

!    PURCHASING  Smith  must  mend 
tattered  relations  with  suppliers  angered 
by  the  draconian  practices  of  Ignacio 
Lopez,  Smith's  former  purchasing  czar 

i    PRODUaiVITY  Because  GM's  cost 
per  vehicle  last  year  was  $486  more 
than  Chrysler's  and  $795  more  than 
Ford's,  Smith  wants  to  shrink  blue-collar 
ranks  by  67,000  workers  by  1 996. 

j   MANUFACTURING  A  mix  of  parts, 
labor,  and  management  problems 
created  a  95,000-vehicle  production 
shortfall  in  the  third  quarter.  Smith  must 
sort  out  what  happened  and  work 
quickly  to  get  new  models  out  the  door 

i    PARTS  GM  must  streamline  its  parts 
operations  or  get  rid  of  them.  The  com- 
pany makes  70%  of  its  own  components 
compared  with  30%  at  Chrysler  Risks 
alienating  the  UAW  in  doing  so. 

i   PRODUCT  DEVELOPMENT  Smith 
needs  to  update  GM's  aging  vehicle 
lineup  more  frequently.  The  company 
averages  eight  years  between  models. 
Chrysler's  lineup  turns  every  five  or  six 
years.  GM  trails  in  hot  markets  for  mid- 
size sedans  and  sport-utility  vehicles. 

I    PENSION  FUND  GM  will  have  to  kick 
in  $8  billion  by  the  year  2000.  Maybe 
more  under  the  new  labor  contract. 

DATA:  HARBOUR  &  ASSOCIATES  INC.,  GENERAL  MOTORS,  DRI/McGRAW  HILL 
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A  ROUGH  FIRST  YEAR 

Lopez'  penny-wise  ap-  ^  General  Motors  skewered 

prooch  alienated  suppliers  NBC  for  its  misleading  story 

and  led  to  quality  problems  on  GM's  full-size  pickups 


begun  a  sell-off  of  the  com 
ed  parts  operations  (tahlt 

Moreover,  his  careful  courtshij)  of  the 
UAW  should  allow  him  to  ease  the  pain 
of  a  new  contract  that  will  likely  follow 
the  pattern  set  earlier  this  fall  l)y  Ford 
Motor  Co.  and  Chrysler.  Working  within 
the  pact's  basic  guidelines,  Smith  could 
win  several  .small  battles,  including  a 
mandatory  two-week  summer  vacation 
for  UAW  members  that  may  save  the 
company  $170  million  a  year.  More  im- 
portantly, he  may  also  gain  greater  flex- 
ibility to  move  laid-off  workers  to  facto- 
ries where  they  are  needed.  GM  will 
likely  pledge  $4  billion  to  cover  jobless 
benefits  over  the  next  three  years  as  it 
tries  to  further  shrink  its  blue-collar 
work  force.  But  attrition,  buyouts,  and 
new  flexibility  to  move  workers  could 
help  hold  its  actual  expense  to  $2  billion, 
analysts  say.  "He  wants  to  work  with 
us,"  says  Stephen  Yokich,  the  fiery  head 
of  the  UAW's  GM  department.  "That's 
more  than  we've  gotten  out  of  GM  in 
the  last  80  years." 

NO  HOLDS  BARRED.  For  all  the  prob- 
lems that  remain— and  they  are  myri- 
ad—Wall Street  and  the  company's  new- 
ly activist  board  seem  to  be  happy  with 
Smith's  early  results.  That's  partly  be- 
cause he  is  seen  as  an  underdog— the 
man  sent  in  to  solve  problems  that  are 
not  of  his  own  making.  The  stock,  near 
31  when  he  became  CEO,  has  moved  fit- 
fully upward,  to  about  45.  And  Director 
Edmund  T.  Pratt  Jr.,  the  former  chair- 


man of  Pfizer  Inc.,  insists  the  board  is 
pleased.  "We  all  feel  that  he's  living 
up  to  what  we  expected,"  Pratt  says. 
"They're  making  progress." 

But  that  may  not  be  good  enough. 
GM  is  already  missing  a  golden  opportu- 
nity to  regain  precious  ground  that  it 
lost  to  the  Japa- 
nese over  the 
past  ten  years. 
The  strong  yen 
has  pushed  up 
sticker  prices  for 
Japan's  auto 
makers,  shrink- 
ing U.  S.  market 
share  for  Toyota 
and  Honda. 

The  trouble  is, 
rivals  Ford  and 
Chrysler  are  the 
companies  mak- 
ing gains,  not  GM. 
Indeed,  while  the 
other  two  Ameri- 
can auto  makers 
enjoy  the  fruits 
of  hard-fought  re- 
structurings, GM 
still  suffers  from 
a  cost-heavy  ver- 
tical structure- 
not  to  mention 
sluggish  devel- 
opment of  new 
products  (charts). 

From  the  Sat- 
urn to  the  Cadil- 


lac Seville,  GM  does  have  some  hot 
ers  (table,  page  130).  But  lackluster 
ing  of  cars  such  as  the  current  Chew 
Lumina  and  outright  flops  like  the  (k 
vy  Caprice  continue  to  create  huge  l; 
that  are  eroding  GM's  once-proud  \>i'-~'\ 
in  the  North  American  market.  The  .:. 
anese  have  been  introducing  new  iiki 
every  four  to  five  years,  and  Chi-ysN 
closing  in  on  that  pace.  GM,  meanw  h- 
is  still  far  behind.  And  problem  <  , 
sions,  such  as  Chevrolet  and  Olds 
bile,  will  take  years,  not  months 
repair. 

Smith  acknowledges  that  GM  is 
moving  quickly  enough.  "We  really  r 
to  crank  up  the  energy  level,"  he 
BUSINESS  WEEK.  He  also  admits  thai 
has  enormous  problems  communica 
throughout  the  organization.  While 
hopes  his  reforms  will  trickle  dowi 
lower-level  managers  as  they  see 
effectiveness  of  his  efforts  at  the 
that  method  is  painfully  slow.  At  Ch 
ler,  it  took  impending  financial  colk 
and  lacocca's  charisma  to  make  cha 
happen.  Smith  may  have  to  reach 
yond  his  reserved  style  to  provide 
kind  of  leadership  his  company  desi 
ately  needs.  i 
COME  ON  IN.  Despite  his  32  year 
t;M,  Smith  has  already  demonstrj 
that  he  is  a  huge  departure  from 
company's  previous  management, 
unassuming  man  who  rarely  seem 
know  where  he  left  his  suit  jacket, 
open  face  and  impish  grin  invite' 
proach.  GM's  sprawling  public-relat 
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/  Smith  has  courted  the  UAW's  Steve  Yokich  (right), 
but  it's  too  early  to  tell  whether  that  will  help  GM 
significantly  cut  its  labor  costs 


f  keeps  him  well  insulated  from  re- 
ers.  But  inside  the  company.  Smith 
3adily  available.  It's  refreshing  be- 
or  for  those  executives  who  I'emem- 
the  staid,  uptight  administration  of 
er  B.  Smith,  GM's  chairman  during 
tumultuous  1980s, 
ick  Smith's  efforts  so  far  have  fo- 
d  on  unraveling  the  kinds  of  organ- 
onal  complexities  that  have  frozen 
n  the  past.  At  the  top,  he  immedi- 
y  abolished  a  tangle  of  executive 
agement  committees  and  replaced 
a.  with  a  single  North  American 
tegy  Board  that  tackles  policy  deci- 
5  with  no-holds-barred  debate.  The 
It:  quick  decisions  in  what  Smith 
.  to  call  "real  time." 
ir-pricing  decisions,  for  instance, 
.  to  wend  their  way  through  five 
nittees  over  weeks  or  even  months. 
,  if  a  division  like  Buick  or  Oldsmo- 
has  a  slow-moving  model,  it  can  get 
oval  on  an  incentive  program  with- 
matter  of  days.  Says  marketing 
J.  Michael  Losh:  "We'll  hold  a  pric- 
neeting  on  Tuesday  afternoon  that's 
wed  by  the  strategy  board  a  day  or 
after." 

lat  sounds  elementary,  but  the  ef- 
are  profound  at  GM.  For  years  piles 
"inted  presentations  in  gray  covers 
!  handed  around  and  managers 
i  tightly  scripted  speeches  to  execu- 
they  had  already  lobbied  to  assure 
wal.  "We  used  to  have  pre-meetings 
e  old  days,"  Smith  says.  "We  even 
3re-pre-meetings,  so  there  wouldn't 


be  any  big  upset  at  the  main  meeting. 
Well,  that's  nuts.  We  don't  do  that.  You 
want  everything  on  the  table." 

Smith's  straightforward  attitude 
makes  believers  out  of  recalcitrant 
(;Mers.  His  style  is  to  put  the  tough  is- 
sues before  his  team  and  listen  carefully 
to  their  responses.  Consensus,  he  fig- 
ures, will  emerge  as  long  as  you  don't 
hide  anything.  "He  is  what  you  see," 
says  Thomas  R.  Mason, 
head  of  GM  Canada  mar- 
keting. "There's  no  hidden 
agenda,  no  ego  that  makes 
you  wish  you  hadn't  said 
whatever  you  just  said  or 
worry  about  what  you're 
going  to  say  next." 
OPEN  CUBICLES.  Perhaps 
Smith's  biggest  step  to 
date  has  been  his  accel- 
eration of  a  plan  to  col- 
lapse GM's  clutter  of  oper- 
ating divisions  into  the 
unified  NAO  structure.  He 
had  helped  devise  the 
plan  under  his  predeces- 
sor, ousted  Chairman 
Robert  C.  Stempel.  But  Stempel  want- 
ed to  do  it  over  18  months;  Smith  did  it 
immediately.  Cadillac,  Chevrolet, 
Oldsmobile,  Pontiac,  and  Buick  still  ex- 
ist as  marketing  organizations.  But  now, 
production,  design,  and  purchasing  are 
all  under  one  umbrella. 

The  new  NAO  headquarters  is  a  tur- 
quoise brick  building  on  GM's  sprawling 
campus  in  suburban  Warren,  Mich. 


Smith  moved  the  organization  there  to 
get  it  away  from  the  14th  floor  of  the 
downtown  corporate  headquarters— the 
sanctum  scmctoruni  of  pampered  man- 
agement that  Ross  Perot  mocked  so  ef- 
fectively during  his  brief  stint  on  GM's 
boai'd  nearly  a  decade  ago.  Left  behind 
are  the  hushed  corridors  and  the  pha- 
lanxes of  guards  and  secretaries  shield- 
ing the  top  brass.  At  NAO,  all  but  a 
handful  of  executives 
work  in  open  cubicles  and 
fetch  their  own  mail. 
Signs  exhort  staffers  to 
chip  in  15<r  for  each  cup 
of  coffee.  Smith  and  other 


GROUP 
NDLES 


EGY  NOW, 


DEBATING 
AND  MAKING 
DECISIONS  IN 
"REAL  TIME" 


senior  managers  some- 
times line  up  for  lunch  at 
the  small  cafeteria  in  the 
tiasement. 

The  changes  are  signif- 
icant, but  Smith  knows 
GM  must  get  smaller. 
Last  year,  he  cut  corpo- 
rate staff  from  13,500  to 
about  2,500,  shedding 
about  half  those  employ- 
ees and  reassigning  the 
rest  to  NAO.  But  GM  is  still  bloated. 
Even  after  cutting  20,000  white-collar 
workers  over  the  past  two  years,  the 
71,000  salaried  employees  remaining 
may  be  25%  more  than  GM  needs,  some 
analysts  say. 

Even  senior  managers  sometimes 
voice  frustration  at  the  slow  pace  of 
change.  Mark  Hogan,  head  of  GM's  Bra- 
zilian operation,  says  that  there  is  still 
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too  much  deadwood.  "We  could  and 
should  1)6  doing  a  lot  more  in  shedding 
redundancy,"  he  grumbles. 

And  in  eliminating  complacency.  De- 
spite gm's  market-share  troubles,  the 
company  remains  tightly  wed  to  many  of 
its  existing  systems. 

Nowhere  is  that  more  troublesome 
than  in  product  develop- 
ment. And  it's  not  as 
though  GM  can't  find  good 
examples  of  what  works 
better.  Much  of  Chryslers 
revitalization  is  due  to 
dramatically  revamping  its 
product-development  pro- 
cess to  create  autonomous 
"platform  teams"— the  kind 
•Japan  has  used  for  yeai's 
to  whip  Detroit.  Ford  is 
making  strides  in  the 
same  direction.  GM  is  tak- 
ing baby  steps. 
HP  TO  TAIL.  Chrysler's  hot  new  LH  line  of 
sedans,  in  particular,  has  shown  what 
organizing  around  the  team  concept  can 
do  for  innovation  and  quality.  Each  team 
consists  of  members  from  engineering, 
design,  finance,  purchasing,  and  market- 
ing. They  are  responsible  for  the  car's 
design  fi'om  l)e,ginning  to  end.  Tliev  ha.sh 


RANKS  MAY  BE 
OVERSTAFFED  BY 
257cr-AFER 
20,000  CUTS 


through  trade-offs,  such  as  whether  add- 
ing a  peppier  engine  will  push  the  car's 
final  sticker  price  too  high.  Blueprints 
are  monitored  closely  by  manufacturing 
types  so  cars  are  easier  to  build.  Be- 
cause top  management  has  given  the 
teams  broad  decision-making  power  and 
made  them  directly  responsible  for  the 
success  or  failure  of  their 
l)roducts,  mid-level  man- 
agers are  held  account - 
able  as  never  before.  Suc- 
cess is  measured  in  the 
marketplace. 

Smith  has  made  reju- 
venating gm's  tired  prod- 
uct lineup  a  high  prior- 
ity. Trouble  is,  product 
development  managers 
refuse  to  admit  that  their 
system  urgently  needs 
an  overhaul.  E.  Michael 
Mutch ler,  GM's  gi'oup  ex- 
ecutive for  North  American  car  plat- 
forms, won't  even  concede  that  someone 
else  might  have  a  better  idea.  "The 
school's  still  out  on  Chrysler's  platform 
structtu'e,"  Mutchler  sniffs.  He  speaks  of 
refining  gm's  process,  but  only  by  de- 
grees: "We  definitely  are  not  going  to 
radicallv  chanu:e  it." 


GM  has  actually  used  platform  te;il 
for  nearly  a  decade,  but  its  ajipin- 
is  hampered  by  bureaucracy.  Unlik 
Chrysler,  the  team  member  with  kno 
edge  of  purchasing,  for  example,  is 
largely  beholden  to  the  vertical  p 
chasing  structure.  The  engineer 
member  answers  to  the  engineering 
lossus.  Moreover,  while  Chrysler's  te; 
usually  design  a  car  with  one  or  t 
variations,  GM's  often  have  to  coo: 
nate  designs  among  its  many  market 
divisions.  Mutchler  describes  a  proc 
where  various  members  of  the  te 
have  rigid  areas  of  control  and  the  ri 
to  overrule  other  members  on  key 
sues.  "Everybody's  bickering,"  says 
source  close  to  the  process.  That  le 
to  frequent  changes  that  muddle 
designs  and  add  manufacturing  cost 

Even  when  Smith's  team  tries  to 
GM  from  its  bad  habits,  it  often  r 
into  big  ])roblems.  Take  the  case  of  J 
Ignacio  Lopez  de  Arriortua,  the  ec( 
trie  executive  from  the  Basque  regioi 
Spain  who  had  helped  Smith  pull 
his  European  turnaround.  Unlike  Sm 
"Inaki"  Lopez  was  a  firebrand  who  c 
tured  imaginations  with  such  gimm: 
as  his  "Warrior  Diet"  and  his  vow 
wear  his  watch  on  his  right  wrist  u 


THE  BEST  AND  WORST  OF  GM'S  LINEUP 


WINNERS 


LOSERS 


CADILLAC  SEVILLE  TOURING 
SEDAN  Debuted  in  early 
1  992.  Its  crisp  styling  turns 
heads;  a  smooth,  powerful 
Northstar  engine  system 
delivers  high  performance. 
Starting  at  just  under 
$45,000,  it  competes 
favorably  v/ith  the  Lexus 
LS400  and  the  Infinity  Q45. 


SATURN  The  upstart 
division's  sedans,  coupes, 
and  now  a  station  wagon  set 
a  new  standard  for  domestic 
small  cars.  People-pleasing 
styles,  smart  advertising,  and 
no-hassle  salesmanship  at 
dealers  have  created  big 
demand. 


CHEVROLET  CAPRICE  Once 
GM's  bread  and  butter,  now 
only  cops  and  cab  companies 
can  stomach  it.  Its  bloated- 
whale  silhouette,  introduced 
in  1  990,  is  a  prime  example 
of  how  GM  lost  touch  with 
consumers.  Rivals  Ford 
Crown  Victoria  and  Mercury 
Grand  Marquis  clean  up. 


OLDSMOBILE  A  confused 
brand  image,  lackluster 
lineup.  Sales  have  slumpec 
60%  since  1 986.  Olds  is 
trying  to  remake  itself  a  la 
Saturn  from  the  plant  floor 
the  showroom.  It's  pinning 
hopes  on  the  Aurora  luxur; 
sedan  to  debut  next  spring 
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CHEVROLET  CAMARO, 
PONTIAC  FIREBIRD  Redone 
this  post  spring,  the  pair  of 
muscle  cars  offer  up  to  275 
horsepower  without  the 
customary  rattles  and 
shakes.  They  start  at  just 
under  $14,000— but  face 
stiff  competition  from  Ford's 
new  Mustang. 


CHEVROLET  S-BLAZER: 

Jeep  Grand  Cherokee  and 
Ford  Explorer  have  left  Blazer 
in  the  dust  in  this  hot 
segment.  Blazer's  rough  ride 
and  trucklike  handling  don't 
measure  up  to  their  more  car- 
like performance.  Due  for  a 
major  overhaul  in  the  spring. 


CHEVROLET  LUMINA 
FAMILY  SEDAN: 

An  also-ran  among  the 
increasingly  sophisticated 
sedans  crowding  this  hot 
market.  Ford's  Taurus, 
Honda's  Accord,  Toyota's 
Camry,  and  Nissan's  Altim 
all  outshine  the  lackluster 
Lumina. 
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North  American  unit  turned  profit- 
le.  Says  Furman  Selz  Inc.  analyst 
ryann  Keller:  "What  Jack  found  in- 
orating  about  Lopez  is  what's  lacking 
GM"— the  revolutionary  passion,  the 
I  in  the  belly. 

Vith  Smith's  blessing,  Lopez  quickly 
;pt  27  separate  purchasing  divisions 
)  a  single  entity  that  finally  realized 

leverage  of  GM's  enormous  purchas- 

clout.  Lopez  then  be- 

tearing  up  contracts 
!  ;  demanding  double- 
it  price  cuts  from  sup- 

TS.  He  shared  their 

prietary  blueprints 

h  rivals  in  his  quest 

lower  bids.  And  while 

quickly  shaved  $4  bil- 
i   off  GM's  purchasing 

he  generally  created 

rmous  animosity. 

/opez  shocked  Smith 

defecting  in  March  to 

kswagen.  And  while 

is  suing  him  for  al- 

idly  stealing  company 

•ets,  Smith  stil;  val- 

the  man  who  was 

;  a  close  friend.  "One 

g  I  feel  very  strongly 

at,"  he  says,  "is  that 

iging  Inaki  to  the 

.  was  the  right  move 

General  Motors." 

CING  PEACE.  It's  true 

,  Smith  desperately 

led  the  money  Lopez 
saving  GM.  It  ac- 

its  for  most  of  the 

pany's  swing  from  loss  toward  prof- 
its North  American  operations  this 

•.  Lopez  pumped  up  the  purchasing 

•ation  and  placated  both  Wall  Street 
GM's  uneasy  board  of  directors. 

/ever,  GM  has  finally  recognized  the 

•mity  of  its  suppliers'  anger  and  sent 

new  purchasing  chief  G.  Richard 

[goner  off  to  smoke  the  peace  pipe 
some  200  of  them. 

he  episode  says  a  lot 

it  GM's  approach  to 

ing  itself  a  leaner, 

ker  manufacturer, 
whole  idea  behind 

aroven  Japanese  style 

lanagement  is  to  cre- 

;eamwork  both  within 

company  and  with  es- 

ial  outside  "partners" 

suppliers.  But  establishing  a  mono- 

i  purchasing  organization  and  then 

^  it  to  beat  parts  makers  over  the 

I  has  not  inspired  trust. 

lliot  B.  Ross,  chairman  of  Inverness 

ings  Group  Inc.  in  Grand  Rapids, 

ains  the  problem  by  comparing  GM 

hrysler.  Because  Chrysler  purchas- 

agents  consult  regularly  with  the 

neers  and  designers  on  their  plat- 


form teams,  they  realize  the  lowest-cost 
part  isn't  always  the  best.  Chrysler  re- 
cently bought  a  new  part  from  Ross  for 
80%  more  than  the  original,  because  the 
engineer  believed  it  would  save  time  in 
putting  the  car  together— thus  improving 
quality  and  reducing  overall  costs.  In- 
verness hasn't  experienced  that  sort  of 
thing  while  working  with  GM. 

Some  major  suppliers  say  bluntly. 


STILL  ELUSIVE 


though  not  for  attribution,  that  they 
no  longer  invest  in  technical  research 
for  GM— for  fear  they  won't  be  able  to 
recoup  costs.  "What  if  you  pour  hun- 
dreds of  thousands  of  dollars  into  help- 
ing design  a  part,  then  you  don't  get 
the  contract?"  asks  one.  Instead,  they 
say  they'll  take  new  technology  to 
Chrysler  or  Ford— a  development  GM 
can  ill  afford.  Waggoner 
insists  GM's  market  clout 
will  keep  this  from 
happening. 

But  already,  the  Lopez 
system  is  causing  prob- 
lems. At  the  company's 
Arlington  (Tex.)  plant,  an 
ill-fitting  ashtray  from  a 
new,  sub-par  supplier 
caused  a  six-week  shut- 
down of  Buick  Roadmaster  production. 
At  another  plant,  GM  managers  had  to 
go  begging  for  help  fi"om  a  supplier  that 
Lopez  had  rejected  in  favor  of  one  that 
bid  5%  less. 

Trouble  was,  half  the  low  bidder's 
parts  flunked  quality  tests.  So  within 
four  days,  the  other  supplier  geared  up 
to  make  parts  that  were  flown  to  GM 
by  charter  plane.  "My  guess  is  that  their 


\E  PAYOFF 
ROM  LEAN 
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57o  savings  turned  into  a  15%  loss,"  the 
second  supplier  says. 

More  disturbing  is  that  outside  suppli- 
ers may  be  the  least  of  GM's  problems. 
Its  own  Tonawanda  (N.Y.)  engine  plant 
was  the  main  cause  of  its  snafu-plagued 
third  quarter.  Engineering  problems  on 
the  production  line,  labor-scheduling 
headaches,  and  faulty  testing  equipment 
halted  jiroduction  of  two  new  engines. 

The  Smiths  at  the 
Frankfurt  Auto 
Show:  Will  his 
success  at  GM 
Europe  travel? 

That  in  turn  crippled  car 
assembly  in  five  other  GM 
plants. 

The  one  bright  light  is 
that  GM  didn't  make  the 
decision  to  ship  its  cars 
with  faulty  parts— some- 
thing it  has  been  known 
to  do  in  the  past.  Says 
Executive  Vice-President 
Hoglund:  "We  wouldn't 
have  had  the  shortfalls  in 
previous  years  because 
we  would  have  had  a  ton 
of  inventory.  We  would 
have  shipped  cars  that 
didn't  have  the  quality." 

Creating  a  lean  manu- 
facturing organization  is 
dear  to  Jack  Smith's 
heart.  He  did  it  in  Europe,  and  he  vows 
to  repeat  his  success  in  the  U.  S.  No 
longer  will  manufacturing  bosses  have 
the  buffers  of  extra  inventory  and  plant 
capacity  to  compensate  for  mistakes. 
They  must  become  nimble  enough  to 
cope  with  the  unforgiving  lean  system- 
weighing  risks  and  responding  imme- 
diately when  problems  inevitably  sur- 
face. The  recent  production  troubles 
signal  that  GM  is  starting  down  that 
rocky  road.  To  steer  through  it,  manag- 
ers must  develop  a  clear  sense  of  pur- 
pose, something  absent  in  large  sectors 
of  the  company. 

Smith  has  already  done  more  to  help 
GM  than  his  predecessors  did  in  a 
decade.  But  his  quiet  style  has  not  yet 
galvanized  GM's  sprawling  work  force  to 
embrace  sweeping  change.  He  has  asked 
for  help  from  both  the  union  and  his 
suppliers.  Now,  he's  going  to  have  to 
motivate  GM's  unwieldy  bureaucracy  to 
learn  how  to  help  itself. 

By  Kathleeii  Kerivin,  ivith  James  B. 
TYeece  and  David  Woodruff,  in  Detroit, 
Kevin  Kelly  in  Chicago,  and  Michael 
Oneal  in  New  York 

Cover  Story  continues  on  page  134 
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"We  Make  Our  Solutions  Fit  The 
Client's  Needs,  Not  Vice  Versa. 
Clients  Appreciate  This  Novel  Concept." 


Each  client's  needs  are  different,  and  the  solutions  to 
problems  have  ver\'  close  tolerances. 

The  key  is  to  know  your  client  and  to  he  able  to  fine- 
tune  your  structures  to  the  precise  fit  that's  required. 

Shaping  our  solutions  to  fit  the  client's  needs  is  part  of 
building  relationships  that  work  to  maximum  effect,  that  last, 
that  are  mutually  valuable. 

^Chemical 


That's  what  we  do  at  Chemical.  We  know  how  t( 
structure  the  right  solution  the  first  time,  in  a  spirit  of  ti 
work.  Because  we  can  do  this  repeatedly  across  a  wide  r; 
of  needs,  our  clients  can  have  the  kind  of  multifaceted  r 
tionship  they  prefer. 

Our  broad-based  approach  produces  results.  For  e 
pie,  we  rank  first  in  the  world  in  loan  syndications,  thanks 
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uring  expertise  and  our  strong  emphasis  on  distribution, 
latural  extension  of  diese  strengths,  Chemical  Securities 
m  now  underwrite  and  deal  in  all  types  of  debt  securities  in 
nited  States,  including  corporate  bonds. 

Chemical  also  has  leadership  positions  in  trading, 
:iry,  corporate  finance,  operating  services  and  capital 
:ts  activities  worldwide.  And,  at  a  time  when  others 


have  retreated  from  international  arenas,  we  have  a  global 
network  across  35  countries. 

Our  formidable  market  presence,  growing  capital 
strength  and  higher  credit  ratings  have  demonstrably 
increased  our  usefulness  to  our  clients. 

Get  to  know  Chemical,  and  what  we  can  do  for  you. 
You'll  find  the  fit  precise. 


Expect  more  from  us  J 


Chemical  Securities  Inc  -Member  SIPC 
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THE  MAN  WHO  WOULD 
BE  CM'S  SAVIOR 

A  peek  at  the  Jack  Smith  behind  the  resume 


From  the  moment  32  years  ago 
when  he  first  walked  through  the 
doors  at  General  Motors  Corp.,  it 
was  obvious  to  Jack  Smith  that  the 
world's  largest  corporation  had  begun 
to  outgrow  itself.  In  Framingham,  Mass., 
at  least,  the  house  that  Alfred  Sloan 
built  had  stopped  making  sense. 

The  ca\'ernous  Framingham  plant  was 
shared  by  two  of  GM's  proudest  divi- 
sions—Chevrolet and  Fisher  Body.  And 
to  the  quiet  new  guy  in  payroll,  the  mu- 
tual animosity  between  them  was  in- 
comprehensible. "They  had  a  Hne  down 
the  middle  of  the  floor,"  Smith  recalls  in 
amazement.  "And  there  were  times 
when  the  plant  managers  of  both  sides 
didn't  speak  to  one  another."  As  chair- 
man in  the  1930s,  Sloan  had  created  a 
massive,  faceless  bureaucracy  to  man- 
age a  raft  of  separate  fiefdoms.  "During 
his  time,  it  was  a  phenomenal  system," 
Smith  says.  "But  General  Motors  needed 
to  change." 

NO  SPELLBINDER.  Unfortunately,  the 
change  hasn't  come  fast  enough.  And 
one  look  at  GM's  new  CEO  as  he  mans 
the  microphone  raises  questions  about 
his  ability  to  speed  things  up.  While 
highfliers  like  General  Electrie's  Jack 
Welch  and  Tenneco's  Mike  Walsh  rivet 
an  audience  with  spontaneous  banter. 
Smith's  stumbling  speeches  sometimes 
make  you  want  to  finish  his  sentences 
for  him.  He  isn't  flashy.  "He's  just  a 
smart,  tough  operator,"  says  GM  director 
Edmund  T.  Pratt  Jr. 

Whether  Smith  can  inspire  GM's  tor- 
pid bureaucracy  remains  to  be  seen.  But 
his  even-keeled,  straightforward  person- 
ality has  served  him  well  so  far.  Smith 
turned  GM  Europe  into  a  world-class  op- 
erator. He  led  the  way  on  the  first  full- 
blown joint  venture  between  a  U.  S.  and 
a  Japanese  car  company.  Always  a  fast- 
tracker  at  GM,  he  rarely  comes  across  as 
one.  Managers  like  to  work  for  him— 
and  that  yields  results. 

Part  of  Smith's  charm  is  that  he  has 
never  drifted  far  from  his  upbringing  in 
a  working-class,  ethnic  neighborhood  in 
Worcester,  Mass.  The  second  of  four  chil- 
dren, he  grew  up  on  one  floor  of  a  three- 
story  house.  "He  was  always  a  boy  of 


very  few  words,"  says  Donald 
Moran,  a  close  schoolyard  buddy. 
"But  he  was  one  congenial  Irish 
kid." 

Friends  say  Jack  takes  after 
his  father,  John  Smith,  a  quiet, 
patient  man  who  ran  the 
city's  Health  Dept.  John  and 
his  two  brothers  were  the 
first  generation  to  move  off 
the  dairy  farm  started  by 
Jack's  Irish  emigre  great- 
grandfather. They  also  ran 
Smithfield  Famous  Ice 
Cream,  a  manufacturer  with  eight  ice 
cream  parlors.  Jack's  mother,  Eleanor, 
was  a  Sulli\^an,  a  family  well  represented 
on  the  police  force  and  in  Worcester  pol- 
itics. Charles  F.  "Jeff"  Sullivan.  Jack's 
uncle,  was  mayor  of  the  city  during  the 
late  1940s  and  later  became  the  state's 
lieutenant  governor. 

Devoutly  Catholic,  the  Smith  clan  put 
a  big  premium  on  education.  Jack's  old- 
er sister,  Mary,  spent  a  decade  in  a  con- 
vent and  went  on  to  earn  a  doctorate  in 
Sanskrit.  She  taught  at  Vassar  and  the 
University  of  North  Carolina.  She  now 
teaches  at  Tufts  University.  Younger  sis- 
ter Sally  mow  Sally  Mahoneyi  became 
an  English  teacher.  She  recently  earned 
a  master's  degree  in  social  work. 
COUNTER  OFFER.  But  Smithfield's  occu- 
pied the  kids  as  they  were  growing  up. 
After  school  and  on  weekends,  they 
pitched  in  making  ice  cream  and  run- 
ning the  stores.  Sally  recalls  that  work- 
ing the  counter  "wasn't  Jack's  thing."  As 
now,  he  preferred  to  work  behind  the 
scenes,  mixing  ice  cream  and  lugging 
the  big  tuljs.  Holidays  were  the  busiest. 
On  Christmas  Eve,  recalls  brother  Mi- 
chael T.  Smith  mow  vice-chairman  of 
GM's  Hughes  Aircraft  Co.  division),  the 
family  would  work  until  1  a.m.  preparing 
ice  cream  orders  that  they  began  deliver- 
ing at  8  a.m.  the  next  morning. 

Upon  graduating  with  a  degree  in 
production  management  from  the  Uni- 
versity of  Massachusetts  in  1960,  Smith 
hired  on  at  GM  in  Framingham  as  a  pay- 
roll auditor.  Shortly  after,  he  married 
his  high  school  sweetheart,  Marie  Hollo- 
way.  Before  long,  he  was  commuting 


S 


mith,  standing 
in  back  of  his 
father,  in  a  family 
portrait;  and  a 
delivery  truck 
from  the  Smithfield 
ice  cream  business 
that  the  family 
operated  in 
Worcester,  Mass. 


nights  to  Boston  University  for 
an  MBA.  And  by  1966,  he  trans- 
ferred to  the  GM  treasurer's  of- 
fice in  New  York,  a  key  stop  on 
the  auto  maker's  fast  track  for 
promising  young  executives. 

Smith  was  transferred  to  De- 
troit in  1976— first  as  assistant  comp 
ler,  then  as  comptroller.  His  first  op 
tions  job  came  in  1982,  when  he 
named  director  of  worldwide  pro( 
planning. 

In  the  new  job.  Smith  was  pu 
charge  of  negotiating  an  ambitious  ' 
ture  with  Japan's  Toyota  Motor  Con 
operate  a  joint  factory  near  San 
Calif.  Inaugurated  in  1984  as  New  11 
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ment  techniques,  GM  Chairman  Roger 
B.  Smith  went  on  an  automation  binge, 
spending  bilhons  on  robots 
that   didn't   work.  Jack 
Smith,  however,  took  much 
of  what  he  learned  to  heart. 
It  showed  when  he  got  the 
chance  to  run  the  European 
operation  in  1986. 
SHREWD  MOVE.  By  that  time. 
Smith's  long  hours  and  gruel- 
ing travel  schedule  had  taken 
their  toll  on  his  marriage. 
When  he  had  moved  to  Detroit, 
Marie  had  kept  a  home  on  the 
East  Coast,  and  their  relation- 
ship had  never  really  been  the 
same.  The  promotion  to  Europe 
precipitated  their  divorce.  When 
Jack's  sister  Sally  took  him  to  the 
airport  for  his  big  move,  she  re- 
members how  dejected  he  looked. 
"He  was  seriously  overweight,"  she 
recalls.  "As  he  walked  away,  he  was 
just  all  stooped  over." 

The  first  few  months  were 
lonely  ones. 


ed  Motor  Manu- 
facturing Inc.  (NUMMI),  the  pro- 
was  an  eye-opener  for  Smith.  He 
bowled  over  during  a  couple  of  vis- 
3  Toyota  City  and  became  convinced 
Toyota's  production  methods  were 
ticket  to  the  future.  His  bosses  in 
•oit  didn't  all  share  his  enthusiasm. 
Smith  saw  NUMMI  as  a  chance  to 
1  from  Toyota. 

comes  as  no  surprise  that  gm's  do- 
le operations  were  to  absorb  little  of 
-  the  Japanese  had  to  offer.  Instead 
nbracing  Toyota's  nimble  manage- 


The  flagship 
Adam  Opel  division  in  Germa- 
ny was  slumping  badly,  and  "when  I  got 
over  there,"  Smith  recalls,  "I  wasn't  sure 
that  I  had  really  thought  it  through  very 
well." 

One  of  his  key  steps  was  to  promote 
Jose  Ignacio  Lopez  de  Arriortua,  then  a 
feisty  engineer  with  GM  Espafia.  Lopez 
spearheaded  the  charge  in  purchasing, 
breaking  gm's  dependence  on  expensive 
German  suppliers.  Smith  slashed  cen- 
tral staff  and  sold  unprofitable  parts  op- 
erations. Meantime,  he  crafted  a  unified 
team  out  of  a  bunch  of  squabbling  exec- 
utives from  different  countries  and  he 
depolarized  divisions  like  Opel  and 


Britain's  Vauxhall  Motors  Ltd.  When  GM 
Europe  moved  its  headquarters  from 
Opel's  base  in  Russelsheim  to  neutral 
territory  in  Zurich,  Smith  kept  the  new 
offices  small  to  ensure  that  the  staff 
couldn't  grow  beyond  200  employees. 

He  also  worked  hard  to  make  Europe 
act  more  like  Japan.  Smith  introduced 
"just-in-time"  delivery  of  parts,  cutting 
excess  inventory.  He  closed  the  smaller 
of  gm's  two  plants  in  Antwerp,  Belgium, 
and  added  a  third  crew  at  the  remaining 
factory.  The  move  required  delicate  talks 
with  Belgium's  intractable  unions  but 
saved  millions  in  overhead.  Introducing 
24-hour-a-day  manufacturing  in  Zaragoza, 
Spain,  he  upped  production  by  nearly  a 
third  with  the  same  fixed  costs. 

The  214-year  stint  in  Europe  was  a 
watershed  for  Smith  as  a  manager.  But 
some  of  the  benefits  were  more  person- 
al. When  he  arrived  in  Zurich,  Smith 
was  assigned  a  new  secretary,  Lydia  Si- 
grist.  It  only  took  a  few  days  for  ro- 
mantic sparks  to  fly,  but  they  agreed 
they  couldn't  date  as  long  as  she  worked 
for  him.  "She  left  the  company— immedi- 
ately," Smith  laughs.  "So  I  figured  she 
was  very  serious."  As  she  recalls  it: 
"One  of  us  had  to  leave,  and  Jack  had 
more  seniority." 

FAMILIAR  FACES.  Lydia  took  Jack  on 
hikes  in  the  mountains,  encouraged  him 
to  lose  40  pounds,  and  spruced  up  his 
wardrobe.  When  Smith  was  transferred 
back  to  Detroit  in  1988,  he  returned  to 
Switzerland  a  few  weeks  later  to  get 
married.  Since  then,  Lydia  Smith  has 
become  his  No.  1  confidante,  in  busi- 
ness as  well  as  personal  matters. 
Sharing  a  firm  belief  in  the  sacred- 
ness  of  the  family  vacation,  they 
spend  time  every  summer  at  Cape 
Cod  with  Lydia's  college-age  daugh- 
ter and  Jack's  two  grown  sons. 

Smith's  European  experience  is 
the  foundation  for  what  he's  trying 
to  do  now  in  the  U.  S.  He  has 
brought  many  of  his  trusted  lieu- 
tenants with  him.  Lopez  created 
huge  animosity  among  gm's  suppliers  and 
embarrassed  his  boss  by  defecting  to 
Volkswagen.  But  he  also  saved  $4  billion 
in  annual  purchasing  costs.  Several  oth- 
ers, including  new  GM  Europe  President 
Louis  Hughes,  have  leapt  over  gm's  old 
guard  to  revitalize  the  executive  suite. 

Add  in  Executive  Vice-President  Wil- 
liam Hoglund,  who  originally  headed  GM's 
wildly  successful  Saturn  Corp.  project, 
and  General  Counsel  Harry  J.  Pearce, 
who  skewered  NBC  for  its  shoddy  "ex- 
pose" of  gm's  pickup  trucks,  and  Smith 
has  a  solid  team.  He's  off  to  a  good  start. 
But  he  has  a  long  way  to  go  before  he 
can  say  he  has  truly  erased  the  old  lines 
that  divide  GM  from  prosperity. 

By  Kathleen  Kerwin  in  Detroit 
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INTRODUCING  WORDPERFECT  6.0  FOR  WINDOWS. 
IT'S  WINDOWS  THE  WAY  YOU  WANT  IT  TO  BE. 


Of  all  the  things  people  do  with  personal 
computers,  word  processing  may  be  the 
most  personal. 

That's  why  we"re  excited  to  introduce 
WordPerfect®  6.0  for  Windows.  We  didn't 
design  it  to  be  the  perfect  writing  tool  for  the 
average  user.  We  designed  it  to  be  the  per- 
fect writing  tool  for  voh. 

MAKE  IT  YOUR  OWN. 

Which  features  of  your  word  processor  do 
you  use  most  often?  Are  they  organized  so 
that  you  can  get  at  them  quickly? 

WordPerfect  6.0  gives  you  direct,  one- 
click  access  to  any  command,  process  or 
macro  in  the  program.  Just  drag  your  favorites 
to  a  context-sensitive  Button  Bar'"  and 
arrange  them  any  way  you  like.  You  can  even 
drag  in  other  Windows  applications  and  files 
and  launch  them  from  within  WordPerfect. 
(How's  that  for  easy  integration?) 

You  can  quickly  create  customized 
interfaces  to  streamline  the  writing  of  reports, 
memos  or  letters.  Or  you  can  simply  use  any 
of  70  professionally  designed  ExpressDocs'" 
templates  included  in  the  package. 

It's  the  most  easily  customized  word 
processor  ever  to  come  out  of  a  box. 

GEHING  HERE  WILL  BE  EASY. 

With  more  than  100  spreadsheet  functions 
and  advanced  drawing  and  charting  capabili- 
ties, this  is  the  most  powerful  program 
WordPerfect  has  ever  developed. 


If  you've  used  WordPerfect  on  other 
operating  systems,  you  and  your  existing 
documents  and  macros  will  feel  right  at 
home  here.  For  first-timers,  there's  an  online 
tutorial,  of  course.  But  there  are  also  inter- 
active Coaches  smart  enough  to  lead  you 
step-by-step  through  sophisticated  opera- 
tions, not  on  sample  documents,  but  on 
VOMr  documents. 

And  if  you  have  questions,  our  support 
people  (widely  acknowledged  to  be  the  best 
in  the  business)  are  standing  by  to  help. 

NOW  WINDOWS  BELONGS  TO 
WORDPERFECT  USERS. 

This  is  everything  WordPerfect  has  learned 
about  word  processing  over  the  years,  com- 
bined with  all  the  advanced  ease-of-use 
capabilities  of  the  Windows  environment. 


Boilantr 


QuattroPros 


WORKGROUP  EDITION  INSIDE  SPECIALLY 
MARKED  BOXES  (A  $495  U.S.RrAIL  VALUE) 


It  connects  your  documents  directly 
to  other  powerful  Windows  applications, 
and  to  the  rest  of  the  business  world. 

To  claim  the  power  for  yourself,  visit 
your  local  reseller.  For  a  free  demo  disk 
or  to  order  directly,  call  WordPerfect  at 
(800)526-2781. 


Document  templates 
Spreadsheet  functions 
Interactive  Coacties 
Soptiisticated  drawing  tools 
Direct  spreadslieet  import 
Document  management 
Graphics  editing 
Irregular  text  wrap 
Borders 

Full  WYSIWYG  in  all  views 
Power  Bar 

Indexing  and  text  retrieval 

QuichMenus 

Direct  database  import 

Styles 

Macros 

Auto  macro  conversion 


^^brdFbrfect 


6.0   FOR  WINDOWS 


nformation  Processin 


TELECOMMUNICATIONS  I 


DIALR 
FOR  RISK 


As  the  Bells  start  wheeling  and  dealing,  chances  for  failure  soar 


Since  their  separation  from  tiie  old 
Bell  System  in  1984,  the  seven 
Baby  Bell  telephone  companies 
have  prowled  the  globe  in  pursuit  of 
new  opportunities.  Some,  such  as  Bell- 
South Corp.  and  Southwestern  Bell 
Corp.,  have  invested  heavily  in  cellular 
phone  systems  outside  their  home  re- 
gions. Others,  such  as  U  S  West  Inc., 
tried  their  hands  at  real  estate.  And  all 
have  invested  abroad.  But  for  all  their 
efforts,  these  seven  siblings  have  wound 
up  remarkably  close  to  where  they 
started.  Plain-vanilla  phone  service  still 
produces  most  of  their  revenues  and 
profits.  It's  a  good,  steady  business. 

Until  now.  The  Oct.  13  merger  agree- 
ment between  Bell  Atlantic  Corp.  and 
Tele-Communications  Inc.  has  set  the 
stage  for  a  dramatically  different  sec- 
ond decade  for  the  Baby  Bells 
While  it  will  be  hard  to 
match  the  $12  billion 
plus  deal  to  swal 
low  up  the 


nation's  largest  cable-TV  company,  it's 
almost  certain  that  other  Baby  Bells  will 
be  taking  far  bolder— and  riskier— steps 
to  break  out  of  their  low-growth,  low-re- 
turn local  phone  markets. 
MORE  DEALS.  They  may  have  little 
choice.  With  the  spread  of  digital  tech- 
nologies—ranging from  wireless  phones 
to  combined  cable-TV/phone  networks— 
the  local  phone  monopoly  is  increasingly 
vulnerable.  And  investors  have  started 
to  view  the  Baby  Bells  in  a  new  light. 
Citing  the  threat  to  the  monopoly— and 
the  anticipated  rush  into  riskier  busi- 
nesses as  a  result— Merrill  Lynch  &  Co. 
recently  changed  its  ratings  of  all  seven 
Babies  from  low  to  moderate  risk. 

So  more  deals  are  on  the  way.  Every 
Bell  is  said  to  be  seeking  at  least  one  ca- 


►  Plans  to 
spin  off  wireless 
phone  division 
►  Has  field  discussions  about  an 
alliance  v/itfi  a  cable  company 


►  Proposed  to 
open  up  its  phone  network 
to  local  competition  in  return  for 
entree  into  long  distance  and  video 

►  Invested  in  New  Zealand's 
phone  company 


ble  partner.  That's  because,  like  le 
Atlantic,  they  believe  that  interact 
video  systems— in  which  the  viewera 
request  a  specific  show  or  movie  ;i 
specific  time— will  become  the  grort 
industry  of  coming  decades.  One  n: 
sible  candidate  is  Cablevision  Syst&r 
Corp.,  the  Woodbury  (N.Y.)  opersc 
that  Bell  Atlantic  talked  to  before  ht>l 
ing  up  with  TCI.  Now,  Cablevision  is{« 
lieved  to  be  talking  with  U  S  West 
And,  industry  executives  say,  it's 
just  new  pipelines  to  homes  thesr  ( 
panies  are  after  with  their  cable  di  j 
The  Bells  recognize  that  the  real  nn 
to  be  made  in  the  interactive  futurt 
come  from  charging  consumer- 
shows  and  other  services,  not  sii 
from  providing  the  infrastructure 
they  have  with  phone  service.  Tl 
why  Nynex  is  backing  Viacom's  liii 
movie  studio  Paramount  Commui 
tions  with  a  $1.2  billion  investmeti' 
alysts  say  more  deals  for  "con ten  / 
the  data  superhighway  will  follow. 

While  most  analysts— and  invesl(b 
applauded  the  Bell  Atlantic  deal  ance 
gerly  anticipate  more  mergers  and  ] 
ances,  the  track  record  of  the  Bel 
not  that  encouraging.  Since  their  ■ 
mation,  the  companies  have  thrown 
of  money  at  non telephone  ventun  ^ 
largely  futile  attempt  to  find 
growth.  Nynex  Corp.  bought  a  clia 
computer  retail  stores,  Si 
western  Bell  start  cc 
interior  design  . 


vice,  and  1 
West  got  L 


►  Invested  $2.5  billion  in 
Time  Warner  and  will  help  the 
company  rebuild  its  cable  systems 

►  hielped  build  a  cellular-phone 
system  in  hlungary 

►  Investing  in  phone  systems 
in  former  Soviet  Union 


THE  BABY  BELLS 
GO  SEPARATE  WAYS 


►  Buying  two  cable 
systems  inWash- 
ington  (D.C.)  area 

►  Investor  in  British 
cable  video  system 
►  Investor  in  Mexico's 
phone  system 


Since  the  1984  breakup  of  the  Bell 
System,  the  seven  regional  Baby  Bells 
have  tried  different  ways  to  break  out 
of  the  low-growth  local  phone  business 


►  Investing  $1.2  billion 
in  'Viacom's  bid  for  Paramount ' 

►  Largest  owner  of  British 
cable-TV/phone  systems 

►  Building  a  new  phone 
system  in  Thailand 


►  Major  provider  of 
paging  service  nationwide 

►  Owns  stake  in  Latin 
American  cellular  services 

►  Investing  $250  million 
in  coble  operator 
Prime  Management 


►  Merger  deal  with 
Tele-Communications 
will  moke  it  the  nation's  top  video  supplier 
►  Owns  stoke  in  New  Zealand's 
phone  company 
►  Bought  $1  billion  stake 
in  Mexican  cellular 
network 
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Introducing  second  business 

day  service  to  Europe 
by  noon,  or  your  money  back: 


For  those  of  you  who  believe 
every  second  counts, 

that's  18,1)00  seconds  sooner 
than  the  competition. 

Once  again  Federal  Express  is  shaking  up      of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
the  world  of  shipping.  Because,  now,  while     ping  charges!  Imagine  what  you  can  do  with 
everybody  else  is  still  trying  to  get  your         five  hours  to  gain  and  nothing  to  lose.  For 
package  delivered  by  5  pm  the  second  busi-    more  information  about  our  new  noon  service 
ness  day.  Federal  Express  can  deliver  to        or  about  the  thousands  of  other  cities  across 
over  50  cities  across  Europe  by  noon  ^HHPPP^fH  Europe  that  we  serve,  just  call 


the  second  business  day  from  much 


1-800-247-4747  (TDD:  1-800-238-4461). 


Our  Most  Important  Package  Is  Yours: 


Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Piease  call  for  details. 
♦Select  postal  codes  witfiin  eacti  city  qualify  for  second  day  by  noon  delivery  to  Europe  witti  the  money-back  guarantee. 
See  tfie  current  Federal  Express  guide  lor  details  and  limitations.  isi1993  Federal  Express  Corporation 


TOKYO,  August  1929.  The  Graf 
Zeppelin  had  stopped  in  Japan  on  its 
epic  voyage  around  the  world. 
Naturally,  it  fell  to  the  Imperial  Hotel  to  cater 
all  meals  for  the  passengers  on  the  next  leg  of 
its  flight  -  this  time, 
to  Los  Angeles!  Our 
chefs  rose  gallantly  to 
the  occasion.  When 
the    ship   took  otf 
again,  it  had  on  board 
the  makings  of  7.098 

gourmet  meals  -  each  as  fresh  and  varied  as  any 
served  in  first-class  cabins  today.  And  so  The 
Imperial,  too,  went  down  in  aviation  history  - 
and  raised  catering  to  new  heights,  besides. 

The  Imperial  is  still  Japan's  premier  hotel,  and  VIPs  from  all  nations  continue  to 
fly  in  for  our  catered  events.  Most  of  these  still  make  the  front-page  news.  And 
the  service,  as  always,  is  like  nothing  on  earth. 


A n: y-;!  1  mng  short 
OF  iu-aVenlv. 


IMPERIAL  HOTEL 

TOK\0 


For  ir^ormacon,  contac.  The  Impenal  Hotel  Tokyo  Overseas  Sales  Office:  Undon  Tel  (0-1)355-1775.  New  York  Tel:  (212)692-9001;  Los 
Angeles  Tel:  (21^)627-6214  for  resen^nons.  contact  The  Imperul  Hotel  Tokyo  Tel  (03)3504-1 1 1 1 .  or  contact  youi  neanst  ttavel  agent,  or  any  Japan 
Airlines  office  For  n!servar.ons  at  the  Bali  Imperial  Hotel  resort  on  Legian  Beach.  Bali.  Indonesia,  contact:  Tel-  (62)361-754545. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


'I  'm  a  vice  president  because  I  sold  22.000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  EUyn,  IL  6013 
FAX  (708)  690-0565 


Excels  inventory  today... student  opportunity  tomorrow 


financial  services.  "Most  of  their  i 
ventures  have  not  turaed  out  very  w 
notes  Michael  Noll,  dean  of  the  Am 
berg  School  of  Communications  at 
University  of  Southern  California 
fact,  on  the  day  it  announced  t' 
merger.  Bell  Atlantic  said  it  woul 
the  financial  services  business,  thu  iL 
says  the  operation  remains  profitab 
Frequently,  the  Bells  have  done  bt 
outside  the  U.  S.  Many  have  inve: 
in  constructing  cellular  phone  sysU 
which  have  proven  wildly  popula 
less-developed  countries  that  have  ] 
wired  phone  networks.  Southwesi 
Bell  has  more  than  doubled  its  mo 
on  paper,  on  the  $1  billion  it  investe 
Telefonos  de  Mexico.  Other  Bells 
put  their  money  into  foreign  cabl 
systems,  particularly  in  Britain. 

Now,  the  Bells  are  turning  their  a1 
tion  to  the  U.  S.  market.  The  first  m 
deal  was  U  S  West's  $2.5  biUion  im 
ment  in  Time  Warner  Inc.,  announce 
May.  Under  that  alliance,  the  Baby 
will  help  Time  Warner  rebuild  its 
ble-TV  systems  for  interactive  \ideo 
phone  service.  Southwestern  Bell,  n 
while,  is  spending  $650  million  to 
two  cable  systems  outside  Washing 
D.C.,  from  Hau.ser  Communications 
And  now  the  giant  Bell  Atlantic-TCI 
ance  has  shattered  whatever  taboo 
mained  on  cable-phone  cooperation. 
HEAD  TO  HEAD.  The  cable  deals  mear 
Bells  will  l)e  iiinning  into  each  other 
more  often— in  their  own  back  yards. 
Atlantic  will  be  able  to  compete  with 
ry  other  Baby  Bell  for  both  phone 
\'ideo  service  through  its  new  par 
TCI,  which  owTis  cable  systems  in  al 
one  state.  Although  the  Bells  have  coi 
ed  for  years  in  offering  cellular  p 
service  outside  their  phone  territc 
the  cable  alliances  will  allow  them 
head-to-head  in  local  wired  phone  se 
as  well  as  video.  If  regulators,  su( 
Federal  District  .Judge  Harold  E.  Gr 
let  the  Baby  Bells  into  long  distan 
top  priority  for  Ameritech  Corp.  ( 
1441— that  will  not  only  alter  the  mi 
for  AT&T,  MCI,  and  Sprint  but  could 
result  in  Baby  Bells  selling  long-disi 
ser\ices  in  their  siblings'  territories 
Bell  Atlantic  CEO  Rajinond  W.  S 
is  betting  his  company  on  the  propo; 
that  the  mega-opportunity  lies  irfl 
long-promised  convergence  of  compi. 
communications,  and  entertainment, 
ital  convergence."  according  to  its  b 
ers,  will  create  markets  worth  trillio 
dollars  amiually  for  communications, 
mation,  and  entertainment  services 
But  what  if  they're  wTong?  "The 
lie  may  or  may  not  be  ready  to 
into  an  interactive  media  world," 
BellSouth  CEO  John  L.  Clendenin, 
so  far  has  gone  slow  in  the  video 
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L  JUDOE  GREENE  LEf  THE  BABY  BELLS  GO 
>  THE  LONG-DISTANCE  BUSINESS? 


Another  Baby  Bell,  Pacific  Telesis 
up,  is  publicly  d;smissive  of  the  deal 
lia.  "Instead  of  doing  deals,  we  have 
iguj'e  out  how  to  get  real  services  to 
people,"  says  Steven  Harris,  vice- 
iident  for  broadband  services  at  the 
pany's  Pacific  Bell  unit. 
RUNS.  Still,  the  Bells  may  not  be 
to  avoid  risky  investments.  If  they 
itill,  they  could  see  their  most  profit- 
businesses  taken  from  them,  leaving 
fi  with  little  but  marginally  profitable 
iential  customers.  So-called  alterna- 
access  providers  such  as  MFS  Com- 
lications  Inc.  are  already  skimming 
the  Bells'  big-business  customers. 
ie  companies  allow  a  business  to  by- 
i  the  local  phone  company  and  con- 
directly  to  other  corporate  campus- 
s  well  as  to  long-distance  carriers, 
eanwhile,  the  major  cable-TV  opera- 
plan  to  upgrade  their  systems  so 
can  transmit  phone  calls  as  well 
ideo  signals— often  aided  by  their 
Baby  Bell  partners.  And  a  new  gen- 
ion  of  wireless  phone  service  in  the 
cs,  called  personal  communications 
ices,  poses  another  threat.  PCS, 
;h  will  be  offered  by  many  cable 
sanies  as  well  as  AT&T  and  the  Bells, 
provide  another  way  to  skim  off 
oest  local  phone  customers  through 
pensive  pocket  phones. 

the  nearly  10  years  since  their 
ding,  the  Baby  Bells  have  never  be- 
faced  as  many  threats  to  their  dom- 
'6.  "Offensively  and  defensively,  eve- 
rj  )mpany  is  going  to  have  to  position 
"  says  BellSouth's  Clendenin.  That's 
the  Bell  Atlantic-TCl  alliance  may 
jijoe  the  last  blockbuster. 
/  Bart  Ziegler  in  New  York,  with 
rt  D.  Hof  in  San  Francisco  and  Lois 
rien  in  Chicago 


The  #1  Growth  Fund 
Over  5  Years 


Average  Annual 

Returns' 
as  of  6/30/93 


24.35 


lYear 


24.90°" 

5  Year 

16.42^" 

10  Year 


Fidelity  Contrahind  seeks  value 
in  stocks  that  may  be  overlooked  by  other 
investors  -  in  companies  that  may  be  poised 
for  unusual  growth  due  to  a  new  product,  a 
change  in  management,  or  other  develop- 
ments. And  the  fund's  success  speaks  for  itself. 
It's  the  #1  growth  fund  for  the  five  year  period 
ended  6/30/93.' 

Start  with  just  $2,500,  or  $500  for  IRAs. 
And,  it's  easy  to  transfer  your  IRA  to  Fidelity. 

1-800-544-3898 


Fidelity 


Investments^ 


2r 

'According  to  Upper  Analytical  Services,  Inc.,  the  fund  ranked  #3  out  of  1 1 1,  #1  out  of  210,  and  #28  out  of  327 
growth  funds  for  the  10-,  5-,  and  I -year  periods  ended  6/30/93  'Returns  are  historical  and  include  change  in 
share  price  and  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  3%  sales  charge.  Past  perfor- 
mance is  no  guarantee  of  future  results.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when 
you  sell  your  shares.  For  more  complete  information  including  charges  and  expenses  and  the  fund's  3%  sales 
charge,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation, 


This  is  one  gift  tliat 
won't  be  returned. 


According  to  (in  ifu/cpriidt'iit/y 
(oudiKti'd  luit'ioiuil poll, 
of  our  /wine  rustonic/  s  /isc  then 
StmrMaster"'  4000  P  V" 
/■xt7'{  /sc  s)'Str///  0)1  (I  rci^iihir 
/x/sis.  I  'n/ih'  most  cxerrisc 
equipment,  the  4000  PI'  x^^'ill 
not  end  up  as  <i  ujft  tinit  is 
either  unused  or  returned. 
The  4000  PT-  now  avaihdde 
jiietory  direct  for  $2 1  or 
$63.  JO  per  month  **.  Call 
today  and  ask  for  a  free 
copy  of  the  video,  "St/vnii 
Heart,  Strouit,  Muscles'T 

StairMaster 

SPORTS/ MEDICAL  PRODUCTS  INC 

1  800  635  2936 


■  S2,I9S  00  plus  shipping  ond  applicable  soles  ton  "On  oppioval  ol  nedil  aad  subjecl  to  opplicable  slote  low  thiough  nui  (oasumei  liaaariag  plon  {Shipping  oad  soles  lox  musl  be 
poid  beloie  delivery)  A.PR  16  90%.  S63  77  pei  moiilh  toi  48  months  SloiiMostei,  SUfcMaHer  and  4000  PI  oie  tindemorks  ol  StoirMoster  Spotts/Medicol  Piodocts,  Inc 
Cocpoiotc  Otiices   I  ?4  ?  I  Willows  Sood  N  1  Snitf  1 00,  KirHand,  Woshinglon  98034  ©  1 993  SloiiMostci  Spoils/Mediral  Piodults,  ln( 
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HP  DeskJet  color 


rt  at  under  $485. 


m  have  i 


What  more  could  you  ask?  Willi  HP  DeskJet 
pi  inters  you  get  the  quality  and  reliability 
you  expect  from  Hewlett-Packard.  And  you 
c  an  print  brilliant,  attention-getting  colors. 
All  for  a  starting  price  of  under  $485.* 

The  HP  Desklet  500C  and  55(30  printers  use 
HP's  proprietary  Inkjet  technology  for  re- 
markably clear  black  &  white  and  color 
printing.  They're  compatible  with  most 
major  software,  and  come  with  HP's  own 
optimized  Windows "  drivers  for  outstanding 
image  quality  They  even  come  with  a  three- 
year  warranty,  the  longest  in  the  industry 

If  you've  been  looking  for  an  affordable  way 
to  print  botJi  black  &  white  and  color. .  .look 
no  further  Just  come  on  down  to  your  near- 
by HP  dealer  and  pick  up  an  HP  DeskJet 
color  printer  today  Or  call  l-80fJ-552-8500, 
Ext.  7856  for  the  name  of  the  HP  dealer 
neaiest  you. 


DeskJet  Printers 
Make  it  happen. 


EWLETT^ 
PACKARD 
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TELECOMMUNICATIONS  I 


AMERITECH'S 
AUDACIOUS  GAMBLE 


It  will  open  its  local  phone  market  if  it  can  enter  new  fields 


H.  Brown:  "Full  competition  in  the 
exchange  is  inevitable." 

Ameritech's  growth,  says  Weiss, 
come  from  homegrown  interactive 
wireless  commmiications  services 
through  offering  its  network  as  a  p 
line  for  lots  of  other  suppliers.  Par 
the  company's  proposed  horse  trade 
regulators  (table)  would  be  to  let  ri 
connect  directly  into  the  Ameritech 
work  to  complete  calls  or  send  data 


The  Baby  E^ells  are  chas- 
ing billion-dollar  deals  to 
get  in  on  the  merger  of 
communications,  entertain- 
ment, and  media.  But  don't  ex- 
pect Ameritech  Corp.  to  do 
anything  rash.  While  the  com- 
pany has  been  mentioned  as 
a  possible  partner  for  either 
l)idder  in  the  Paramount  Com- 
munications Inc.  takeover— a 
rumor  it  declines  to  comment 
on— Ameritech  is  officially 
skeptical  of  the  wishful  think- 
ing it  sees  in  the  deal  frenzy. 
"It  will  be  10  or  20  years  be- 
fore they'll  know  if  [the  deals] 
worked,"  says  William  L. 
Weiss.  "We  want  to  under- 
stand the  short-  and  long-term 
business  impact." 

If  that  sounds  like  the  chief 
of  a  conservative,  risk-averse 
Midwest  company,  that's  about 
half  right.  Weiss,  64,  is  the 
last  of  the  Baby  Bell  CEOs  named  when 
the  companies  spun  out  from  American 
Telephone  &  Telegraph  Co.  in  1984.  And 
while  most  regional  Bells  are  focusing  on 
new  t)usinesses,  Weiss  is  betting  much 
of  Ameritech's  future  on  its  past:  local 
phone  .service.  But  not  the  same  old 
slow-growth  business  other  Bells  seem 
intent  on  diversifying  away  fi'oni.  Rath- 
er, it's  an  expanded  vision  including  the 
data  and  video  services  of  the  informa- 
tion superhighway,  wireless  communica- 
tions, and  long-distance  service  in 
Ameritech's  five-state  region. 

Weiss  is  so  sure  of  his  concej^t  that  he 
has  a  dai'ing  proposal:  In  return  for  per- 
mission to  enter  cable  TV  and  long  dis- 
tance, he'll  throw  open  Ameritech's  local 
phone  monopoly  to  competition.  That's 
no  small  thing:  Local  phone  service— in- 
cluding the  access  fees  paid  by  long-dis- 
tance companies— represents  86%  of  the 
ccmpany's  revenues  and  94%  of  its  prof- 
its, says  Steven  R.  Yanis  of  Kidder,  Pea- 
body  &  Co. 

Still,  Weiss  likes  the  odds:  He  figures 
he  can  generate  new  revenues  faster 
than  rivals  can  eat  into  the  local  phone 
business.  "We're  going  to  destroy  our 
business  and  rebuild  it,"  says  Weiss.  "We 
have  to."  Adds  Vice-Chairman  Richard 
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GIVEALinLE, 
TAKEALimE 


WHAT  AMERITECH 
WANTS 


►  Lift  ban  on  offering  long-distance 
phone  service  both  within  and  outside 
of  its  local  phone  territory. 

►  Lift  ban  on  providing  cable-TV  pro- 
gramming witnin  its  region. 

►  Drop  rate-of-return  regulation, 
which  uses  high  business-calling  rates 
to  subsidize  residential  rates.  The  alter- 
native: flexible  pricing  that  would  al- 
low the  company  to  cut  prices  to  match 
competitors. 


IN  EXCHANGE, 
AMERITECH  OFFERS  TO 


►  Unbundle  pricing  for  using  pieces  of 
its  local  phone  network.  A  cable-TV 
company,  for  instance,  could  offer  lo- 
cal phone  service  by  using  Ameritech's 
switches. 

►  Treat  competitors'  equipment  and 
networks  as  equal  to  its  own.  That 
would  make  it  possible,  for  example, 
for  a  competitor  to  install  a  switch  in 
Ameritech's  network.  Also,  Ameritech 
would  compensate  competitors  for 
completing  calls. 


CHIEF 
EXECUTIVE 
WEISS  AND 
HIS  CHOSEN 
SUCCESSOR, 
RICHARD 
NOTEBAERT 


video  into  offices  or  homes.  The  ac- 
tion is  that  rivals  treated  equn 
would  be  less  likely  to  tie  up  with  : 
native  carriers,  such  as  cable  sy-i 
Another  big  opportunity  lies  in  I'l  - 
long  distance.  Some  59%  of  long-i  1 1 
calls  that  begin  in  Ameritech's 
are  completed  there.  That's  a  ^ 
lion-a-year  business,  Ameritech  li 
MISSED  OPPORTUNITIES.  By  p 
these  markets— and  expanding  th^ 
less  business  with  personal  comn 
tions  systems  at  home  and  mon 
seas  ventures— "we  can  be  a  double 
growth  company,"  Weiss  insists, 
would  l)e  a  welcome  change.  Amer 
has  avoided  the  costly  blunders 
other  Baby  Bells  have  made— in  re 
tate  or  computer  stores,  for  exam 
but  it  has  also  missed  some  opp 
nities.  "Ameritech  is  lacking  signil 
exposure  to  high-growth  businef 
says  Yanis  of  Kidder.  This  year, 
will  grow  only  5%,  to  $11.7  billion 
profits  7.7%,  to  $1.45  billion,  say 
chael  A.  Elling,  an  analyst  at  0 
heimer  &  Co. 

To  get  ready  for  Ameritech's  gi 
spurt,  Weiss  has  ordered  a  radic; 
structuring.  There  will  be  11  cusf 
segments  targeting  small  business 
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Changing  Jobs? 
Make  Sure  Your  Retirement  Savings 
Start  Working  in  a  Better  Place  Too. 


Pages,  cellular,  and  olher  markets 
OSS  the  regions— rather  than  separ- 

phone  companies  in  Illinois,  Michi- 
,  Ohio,  Wisconsin,  and  Indiana.  The.se 
s  Chicagoans  are  seeing  Illinois  Bell 
Doards  gradually  being  repainted  to 
Ameritech.  The  reorganization 
uld  shave  up  to  $1  billion  in  costs 
r  the  next  few  years,  says  President 
lard  C.  Notebaert. 
lilt  the  more  important  goal  is  bettei- 
■keting.  "We've  been  a  demand  busi- 
5,"  says  Weiss.  "We  need  to  become  a 
■keting  business"  that  woos  custom- 

Agi'eed,  says  Frank  Diaz,  president 
suburban  Chicago-based  Kemper 
p.'s  telecommunications  unit.  "I've 
ti  at  Kemper  for  11  years  and  have 
er  talked  to  anyone  at  Ameritech," 
lays.  The  long-distance  suppliers  call 

n— and  keep  cutting  rates.  Local 

s,  meanwhile,  "have  gone  up  big 
!,"  says  Diaz. 

\  L  CGMPETmoN?  Ameritech  must  also 
its  deregulation  scheme.  Bell  South 
3.  has  come  out  against  the  Ameri- 

plan,  arguing  'hat  the  Baby  Bells 
3  already  done  enough  to  open  the 
opoly  by  providing  interconnection 
1  competitors.  Cable  operators  and 
-distance  carriers  are  also  opposed, 
en  you  have  to  lease  the  facilities  of 
local  carrier  to  compete  with  them, 
lot  real  competition,"  says  John  Hoff- 
,  senior  vice-president  for  external 
rs  for  Sprint  Corp. 
)me  opponents  in  long  distance  and 
3  TV  propose  a  phased  implementa- 
of  the  Ameritech  plan.  Competitors 
Id  gain  immediate  entry  into  the 
iritech  network,  but  the  phone  com- 
•  wouldn't  get  into  long  distance  and 
!  TV  until  the  competition  gets  on  its 

That's  the  approach  Congress  took 

1992's  Cable  Act. 

meritech  opposes  that  option.  It  says 
)etitors  already  thrive.  In  toll-free 
ig,  Ameritech  has  gone  from  100% 
5%  of  the  market  since  1987.  And 
e  bypass  companies  such  as  MFS 
munications  Co.,  which  connect  big 
tmers  directly  to  long-distance  car- 
it  have  grabbed  just  1%  of  local 
e  customers,  their  clients  are  among 
)iggest,  most  lucrative  ones. 
)wever  the  plan  plays  out,  Weiss 
t  be  around  to  see  it.  He  reaches 
latory  retirement  age  next  May  and 
capped  Notebaert  to  be  his  succes- 
Notebaert,  46,  rose  through  Wis- 
n  Bell  Inc.,  then  ran  Ameritech's 
i|  lar  unit  and  Indiana  Bell  Telei^hone 
\itev  forcing  out  executives  who 
t  support  his  plans  to  embrace  com- 
ion,  in  1993,  Weiss  elevated  Note- 
-  and  Brown  to  vice-chairmen— join- 
jQuis  J.  Rutigliano  in  a  triumvirate, 
ill  be  up  to  this  team  to  make 
s's  gamble  pay  off. 
A  By  Lois  Therrien  in  Chicago 
'i~  


Roll  over  your  retirement  distribution  to  Schwab  and  expand  your 
investment  possibilities. 

•  Our  Mutual  Fund  OneSource' '  service  offers  over  200  well-known 
mutual  funds  with  no  loads  and  no  transaction  fees.  So  no  matter  what 
your  investment  objectives,  you'll  find  more  choices  to  match  your  goals. 

•  With  our  No-Fee  IRA,  you'll  never  pay  an  annual  fee  for  the 
life  of  your  account  if  your  assets  reach  $10,000  or  more  by 
September  15, 1994. 

•  Our  free  Guide  to  Maximizing  Your  Retirement  Plan  Distiihution 
explains  your  alternatives  and  how  to  save  on  taxes  by  avoiding  the 
20%  withholding  tax. 

Call  1-800-442-5111  ext.  53. 

Charles  Schwab 

Helping  Investors  Help  Themselves'" 

We  will  provide  you  with  a  tree  prospectus  tor  any  tund  available  through 
Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Some  funds  may  charge  12b-l  fees  in  e.xcess  of  0.25%, 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply. 
©1993  Charles  Schwab  &  Co.,  Inc.    Member  SIPCTNYSIZ 


Because  Business  Issues  Are 
Never  Strictly  Black  &  Wliite 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  aU  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (et) 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 


Business  Weekly 
6:30  pm  (ETi 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 
7:30  pm  (ET) 
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CHIPS  I 


SHOWDOWN  IN 
SILICON  ALLEY 


Challenges  to  Intel's  chip  empire  are  rapidly  multiplying 


Intel  Coi-p.  is  livinj^  proof  that  "uneasy 
lies  the  head  that  wears  a  crown." 
Sure,  the  king  of  computer  chips  just 
reported  that  third-quarter  earnings 
more  than  doubled,  on  a  57%  jump  in 
revenues.  Plus,  PCs  ljuilt  around  its  new 
Pentium  chip  are  beginning  to  hit  the 
market.  Things  couldn't  be  better,  right? 
Not  exactly.  The  market  lopped  almost 
10%  off  Intel's  stock  because  the  earn- 
ings report  included  news  of  a  one-point 
drop  in  margins.  Granted,  that's  not  so 
bad,  considering  Intel  cut  prices  up  to 
29%  in  the  June  quarter.  But  it  high- 
lighted a  larger  concern:  the  slew  of 
new  comi)etitors  chasing  Intel's  near- 
monopoly  in  microprocessors  for  PCs. 

That's  not  a  new  issue.  Intel  has 
been  fighting  challengers  ever  since  Ad- 


now,  is  aiming  at  an  important  niche— 
low-power  chips  for  notebook  comput- 
ers—and says  its  486  clone  will  be  half 
the  price  of  a  comparal)le  Intel  product. 
Dean  McCarron,  a  consultant  with  mar- 
ket researcher  MicroDesign  Resources  in 
Sebastopol,  Calif.,  estimates  that  over 
the  next  18  months,  TI  could  grab  25% 
of  the  notebook  portion  of  the  market. 
LESS  GRACE.  Intel,  however,  has  its  bets 
down  on  Pentium.  That  superfast  chip 
was  introduced  in  the  spring,  and  Intel 
says  at  least  100  different  companies 
will  unveil  Pentium-based  PCs  in  No- 
vember. Acknowledging  the  chip's  popu- 
lar potential,  IBM  on  Oct.  18  brought  out 
its  fir.st  Pentium  PC,  not  as  part  of  its 
high-end  P/S-2  line  but  under  the  mass- 
market  ValuePoint  brand  name. 


years  and  is  the  favored  design  for 
erful  workstations.  But  it  made 
headway  in  the  PC  market,  in  i)ar 
cause  it  was  incompatible  with  soft 
that  runs  on  Intel-based  PCs.  That 
change  if  Microsoft  Corp.  succeei 
making  its  new  Windows  NT  oper; 
system  work  on  RISC-based  hardvv  ;i 

One  big  test  will  come  with  I'i 
Equipment  Corp.'s  Alpha,  design  t 
run  NT.  DEC  just  unveiled  two  neu 
sions  of  Alpha  that  run  50%  faster 
its  earlier  chips.  "People  on  the 
lines  right  now  who  are  looking  at 
dows  NT  and  Alpha  vs.  [Pentium 
starting  to  become  convinced  tha 
do  have  the  performance  lead,"  sv,} 
Swift,   Alpha's   marketing  man; 
Workstation  king  Sun  Microsystem 
also  is  chasing  Pentium:  In  Octdl  > 
announced  plans  to  sell  its  Spai  r 
chip  directly  to  other  computer  nr 

Then  there's  the  600-pound  RIS( 
la  lumbering  into  the  market. 
PowerPC,  backed  by  the  powerfti 
umvirate  of  Apple,  IBM,  and  Moti 
The  group  started  shipping  its  fir 
chips  in  June  and  in  October  annou 
two  more,  including  the  603,  wlii^ 
aimed  at  the  portable  market.  Bot  ' 
one-third  the  price  of  equivalent 


THE  RIVAIS  GUNHING  IOR  INTEL 


TEXAS        SUN  MICROSYSTEMS 
INSTRUMENTS    Announced  on 
Makes  and  sells  Oct.  11  that  it  will 
Cyrix  chips,  will  sell  its  Sparc  chips, 
begin  selling  its    built  by  Hand 
own  version  in     others,  directly  to 
994.  other  computer 

makers. 


IBM-MOTOROLA- 
APPLE 

Formed  partner- 
ship to  produce  the 
PowerPC  chip.  The 
first  model,  priced 
at  half  Intel's 
Pentium,  began 
shipping  in  June. 


DIGITAL  EQUIPMENT 

Has  been  selling 
the  Alpha, 
another  Pentium 
rival,  for  a  year. 
Still  struggling  to 
find  takers  among 
big-name  PC 
makers. 


CLONEMAKERS 

Advanced  Micro 
Devices,  Cyrix,  and 
others  make  386 
and  486  clones 
with  their  own 
technology.  They 
now  have  80%  of 
386  market. 


vanced  Micro  Devices  and  Cyrix  Corp. 
began  selling  knfx'koffs  of  Intel  microprch 
cessors.  Clonemakers  have  now  grabbed 
some  80%  of  the  386  market,  but  Intel 
basically  handled  it  to  them  as  it  moved 
on  to  the  faster  48(5,  where  clones  have 
barely  made  a  dent. 

Now,  though,  there  are  some  poten- 
tially more  dangerous  competitors  out 
there.  Texas  Instruments  Inc.,  the  No.  3 
U.  S.  chipmaker,  plans  to  build  and  .sell 
an  Intel  clone,  ba.sed  on  Cyrix'  design. 
TI,  which  has  been  building  and  selling 
Cyrix'  chips  under  license  for  a  year 


Still,  the  competition  isn't  going  to 
let  Intel  milk  monopoly  profits  from  an 
unchallenged  Pentiuin  for  years,  as  they 
did  with  the  .'386  and  486.  Cyrix  unveiled 
the  architecture  for  its  Pentium-compat- 
ible Ml  chip  on  Oct.  19  and  plans  to 
start  shipping  sometime  next  year.  That 
gives  Intel  only  a  year's  grace,  down 
from  three  years  for  the  486. 

Pentium  also  faces  a  growing  threat 
from  chips  based  on  the  reduced  in.striic- 
tion-set  computer  (RISC)  architecture, 
which  promises  cheaper,  faster  micro- 
processors. RISC  has  been  around  for 


tiums.  Ti"ue,  as  of  now,  no  Pi  r 
other  than  IBM  and  Apple  Compute 
plan  to  use  the  PowerPC.  But  thai 
change  if  the  new  chip  can  run  In 
PC  software.  IBM  says  it  will  be  pn: 
under  OS/2,  slated  for  the  PowerP< 
year,  and  Motorola  Corp.  is  said 
working  on  adapting  NT  for  the  eh 
they  can  deliver  on  their  threat,  a 
from  now,  margin  pressures  cou, 
just  one  of  Intel's  worries. 

By  Catherine  Armt  in  New  Yorki 
Pete?'  Burrows  in  DalUus  and  bi 
reports 
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capability : executive  programs 


SURVIVING 


'esented  in  association  with: 
HUNDERBIRD,  THE  AMERICAN 

RADUATE  School  of 

ITERNATIONAL  MANAGEMENT 
id  with  the  support  of: 
EMiNi  Consulting 

■BAKERS: 

iBERT  A.  Brill,  V.P.,  Program  Management, 
'ch  Aircraft  Corp.,  a  Raytheon  Company 

:0B  BUSSOLONI,  Jr.,  Sr.  V.P..  Strategic  & 
■hnoloQi  Planning,  Grumman  Corp. 

OMAS  GUNN,  V.r>.,  Strategic  Market 
•jelopment,  McDonnell  Douglas  Corp. 

;EPH  KaTTAN,  Asst.  Dir.  for  Policy 
iluation.  Federal  Trade  Commision 

LLY  C.  Overman,  G.M.,  Systems 
lelopment  &  Engineering  Division,  Electronic 
'ems  Group,  Westinghouse  Ekctric  Corp. 

iNK  Shrontz,  Chairman  and  CEO, 
•  Boeing  Company 


The  1993  Business  Week 
Defense  Conversion  Roundtabie 

Surviving  the  Peace:  The  Conversion  and  Realignment  of  the  Defense  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  i,  1993 
Place:  The  Regent  Beverly  Wilshire  Hotel,  Los  Angeles,  California 


Post  Cold  War.  The  Russians 
aren't  coming.  Now  the  international 
aerospace  and  defense  industry  is  facing 
the  greatest  challenge  ever:  to  adapt. 

At  this  crucial  juncture.  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtabie  -  Surviving  the 
Peace:  The  Conversion  and  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-of- 


a-kind  opportunity  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  restructuring. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Inlelli^ence. 


i 


register  for  the  Defense  Conversion 
indtable,  call  the  Business  Week 
istrar  at  1-800-821-1^29, 
your  response  to  1-212-^12-6281, 
nail  this  coupon  to: 

iiNESS  Week  Executive  Programs 
'Avenue  of  the  Americas,  ^6th  floor 
V  York,  NY  10020  -10% 


XECUTIVE 
lOGRAMS 


Name 

T  LE  L  E 

C  0  M  P  A  N  ■! 

Address 

Telephone 

Fax 

Primary  Bi'siness 
Fee:  $650 
Bile  my: 

□  Check  Enclosed 
n  American  Express 

Annual  Revenue 

□  Bill  me 

□  MasterCard 

□  Visa 

Account  Number 

Expirai  ion  Date 

■ight  1993  McGraw-Hill.  Inc. 


SiCNATURt 
cancellation  policy 

All  aincellntions  must  be  received  in  writing.  Those  postmarked  after  October  30,  ipp^.  will  be  subject  to  a  service  charge  of  $lso.  Registrants 
who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee.  You  may.  if  you  wish,  send  a  substitute- 


The  Bltrning  Must  Stop. 
NOW! 


The  world's  rain  forests  arc  burning 
And  a  wealth  of  wildlife  is 
trapped  in  the  fires  path. 

Rain  forests  occupy  just 
2"'o  of  the  earth's  sur- 
face, '^'et,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

\()u  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  Fhe  National  Arbor  Day 
Foundation,  the  world's  hirgest  tree- 
planting  enx  ironmental  organiza- 
tion, and  support  Rain  Forest  Rescue 

When  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
;irea  the  size  of  a  football  field  goes 
up  in  smoke  You'd  better  call  now. 


The  National 

Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


POLICY  I 


WHY  THE  MIDDLE  CLASS 
IS  STILL  STUCK 


Clinton's  budget  plan  won't  help,  and  health  reform  may  hurt 


As  Bill  Clinton  fought  to  become 
the  first  Democratic  President 
elected  since  1976,  he  offered  a 
pledge.  His  Administration  would  dedi- 
cate itself  to  helping  the  "for-gotten  mid- 
dle class"  and  the  working  poor.  His 
overarching  plan  was  to  reverse  the  pri- 
orities of  12  years  of  Republican  rule, 
when  "the  driving  idea  behind  American 
economic  policy  has  been  cutting  taxes 
on  the  richest  individuals 
and  corporations  and  hop- 
ing that  their  new  wealth 
would  'trickle  down'  to 
the  rest  of  us."  And  un- 
like the  Democrats  of  the 
'70s,  Clinton  would  not 
try  to  redistriljute  income 
from  the  middle  class  to 
the  poor. 

As  the  Administration 
bounces  through  its  first 
frenetic  year,  the  middle 
class  is  learning  how  Clin- 
tonomics  works  in  prac- 
tice. The  President  has 
indeed  helped  the  poor— 
by  taking  a  big  tax  bite 
out  of  wealthy  individu- 
als. But  Clinton  aban- 
doned his  promise  of  a 
middle-class  tax  cut  al- 
most as  soon  as  he  took 
office.  The  flood  of  tax 
and  spending  changes  in 
his  budget  will  not  help 
middle-income  families. 
And  the  coming  upheaval 
in  health  care  could  take 
money  from  the  middle 
class,  especially  those 
workers  who  enjoy  rich  employer-paid 
benefits.  Combined,  the  budget  and 
health-care  progi'ams  will  end  up  redis- 
trilniting  income  from  the  wealthy  and 
the  niidfile  class  to  the  poor. 
HEAVING  AND  PULLING.  The  Clintonites, 
sensitive  to  the  grief  the  "redistribu- 
tionist"  label  has  caused  Democrats, 
swear  they  have  no  interest  in  returning 
to  the  economics  of  the  1970s.  "The  Ad- 
ministration is  just  trying  to  correct  the 
excesses  of  the  past  by  turning  first  to 
those  who  had  the  biggest  party  as  the 
budget  deficit  was  being  created,"  says 


COMBINED,  THE 

PRESIDENT'S 
PROGRAMS  WILL 

END  UP 
REDISTRIBUTING 
INCOME  FROM  THE 
WEALTHY  AND  THE 
MIDDLE  CLASS  TO 
THE  POOR 


lin 


Treasury  Under  Secretary  Lawrence 
Summers. 

The  income  shift  in  Clinton's  five- 
budget  plan  is  unambiguous.  The  big 
winners  are  low-income  working  fam 
the  beneficiaries  of  a  $20.8  billior 
crease  in  the  earned-income  tax  cri 
By  1996,  the  EITC  will  provide  cash 
ments  to  families  making  up  to  $27,i 
year— not  bad  when  you  consider 
Clinton's  salary  as 
kansas  governor 
never  more  than  $35 
By  contrast,  the 
will  pay  the  lion's 
of  the  $241  billion 
hike.  The  wealthiest 
socked  as  the  to{ 
come-tax  rate  < 
from  31%  to  39.6% 
comes  over  $250,000 
cording  to  calculatior 
the  Joint  Committe 
Taxation,  taxpayers 
incomes  over  $200; 
including  employer 
benefits— will  pay  ai 
erage  of  almost 
more  in  taxes  (t 
page  150).  Perks 
hit,  too,  witl 
ductions  for 
dues  gone  and  d 
tions   for  bus 
meals  further 
stricted.   "I  c 
think  of  a  more 
gressive  increase  ir 
es  since  World  Wi 
says  Rudolph  G.  Pe 
former  director  o 
Congressional  Budget  Office 

But  all  this  heaving  and  pulHnj 
the  middle  class  relatively  untou 
After  Congress  dispatched  the  I 
dent's  broad  energy  tax,  average 
ing  stiffs  were  left  paying  just  4.3 
gallon  more  in  higher  gasoline 
Relatively  high-income  retirees  we 
with  a  modest  increase  in  the  tax 
their  Social  Security  benefits.  Wh 
the  changes  are  added  up,  the  av 
taxpayer  earning  $30,000  to  $40,00 
pay  just  $65  more  in  taxes  each 
And  even  those  earning  $75, 0( 
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oart  business  people  recognize  value  for  money.  1994 
sinessWeek  planners,  at  30%  off  the  regular  price,  represent 
/  value  for  money.  Available  separately  or  in  matching  black 
ved  leather  Sets.  The  design  is  sleek  yet  practical,  with 
nonth  calendars,  week-to-view  appointment  spreads,  and 
aprehensive  travel  &  business  information  sections, 
jse  are  planners  with  a  plus. 

1  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
1  in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner 
y  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
;ish  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
rds,  and  silver-edged  pages.  Full 

le  stamping  is  complimentary.         i    "J.sa  cred,t     holders  ma 


letails  on  customization  options  and  special 
tity  discounts  call  Amanda  Kane  on  201-461-0040 
■als  and  workmanship  fully  guaranteed  or  your  money  batk 


TOLL-FREE  800-247-2570 

in  Iowa  «00  :i62-2M(l 
.^sk  Operator  18  for  Dept  BC4HP4 
We  honor  AmEx.'Diners/Visa/MasterCard 


Desk  Plannei^ 

IOV2"  X  8'/2" 

Pocket  Planner: 

e^s"  X  3^/8" 

Wallet  Planner: 
72/4"  X  33/4"^ 


ame  (Mr/Mrs/Ms)_ 

jmpany  

idress 


State/Country  _ 


p/Postcode_ 
b  Title 


Tel 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


BWlOl 


Regular  Price 


US$95,00 


Your  Pnce 


US$32.95 


US$24.95 


US$12.95 


US$95.00 


Quantity 


{The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Boxed  for  gift  presentation  with  complimentary  silver  blocking  of 
your  name  on  both  items) 


J  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
stomization  options. 

lU  name  for  blocking  

-p  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 

pt.  BC4HP4  P.O.  Boxl597.  Fort  Lee.  NJ07024.  USA  Fax:  201  461  9808  or 

).  Box  13,  Great  Missenden.  Bucks  HP16  OPZ  ENGLAND  Fox.  44  494  890757  or  Suite  C,  22nd 

Kir,  Yiko  Industrial  Building,  10  Ka  Yip  Street.  Chaiwan,  HONG  KONG  Fax  852  5589246 


Pnces  include  delisery  by  surfa"e  mail 
but  do  not  include  local  duties  or  laies 
Delivery  commences  September  1993 


Personalization  US$4-75  per  item 


Handling  &  Packing  US$2.25  per  item 


n  Check  enclosed  payable  to  'BusmessWeek  Planner' 
n  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  charge  to  □  AmEs    □  Diners  Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  ResidenU  add  VAT 


TOTAL  US$ 


Total  US$ 


Card  No_ 
Elipiratior 


li 


conomics 


LfSSTHAK 

510,000 


-100- 


-200- 


▲  DOLURS 


$100,000  will  pay  only  an  additional  $400, 
or  about  0.5%  of  their  income. 

So  why  do  polls  show  that  many  mid- 
dle-class taxpayers  still  feel  cheated? 
For  one  thing,  they  haven't  forgotten 
that  Clinton  welshed  on  the  tax  break 
he  promised.  And  there  is  the  nagging 
fear  that  the  still-yawning  budget  deficit 
and  the  ambitious  health-reform  plan 
will  mean  more  taxes  down  the  road. 
Clinton,  says  political  ana- 
lyst Kevin  P.  Phillips,  has 
"created  a  significant 
amount  of  disbelief  on  what 
he  says  on  tax  and  fiscal 
policies."  Instead  of  helping 
the  broad  middle  class, 
Phillips  argues,  Clinton  has 
nan'owed  his  focus  to  fami- 
lies earning  less  than 
$50,000,  around  the  median 
urban  income:  "He's  com- 
pletely written  off  the  up- 
per-middle class,  who  will 
be  most  hurt  by  his  medi- 
cal-care policies,"  says  Phil- 
lips. 

It  may  take  middle-class 
workers  a  long  time  to  sort 
out  their  gains  and  losses 
under  the  Clinton  health- 
care plan.  Even  the  experts 
are  having  a  tough  time  as- 
sessing the  flows,  a  prob- 
lem exacerbated  by  the 
lack  of  detail  made  public 
so  far.  "This  is  going  to 
play  out  all  over  the  map," 
says  Katherine  Swartz,  a 
professor  at  the  Harvard 
School  of  Public  Health.  For 
example,  middle-class  wage- 
earners  would  lose  access 
to  flexible  spending  ac- 
counts, a  current  tax  break 
that  allows  many  of  them 
to  cover  insurance  co-pay- 
ments and  deductibles  from 
pretax  income. 
"HUGE  SUBSIDY."  And  the 
marriage-tax  penalty— the 
bane  of  upper-middle-class 
couples— will  increase  for 
two-earner  families.  A 
working  couple  now  mak- 
ing use  of  one  spouse's 
health-insurance  plan  will 
have  to  pay  more,  since  both  workers 
will  be  required  to  obtain  insurance  for 
the  entire  family.  A  family  with  one 
wage  earner  will  pay  less. 

There  also  could  be  a  big  wealth 
transfer  from  middle-class  workers  to 
retired  people  between  the  ages  of  55 
and  65,  who  would  get  government-paid 
health  insurance  under  Clinton's  plan. 
Many  of  these  early  retirees  are  not 
poor— rather  they  are  people  who  can 


afford  to  stop  working  because  they've 
put  away  a  sizable  nest  egg.  "It's  a  huge 
subsidy  to  people  over  55  and  under  65, 
who  tend  to  be  better  off  and  to  own 
their  own  homes,"  says  economist  Mick- 
ey D.  Levy  of  NationsBanc  Capital  Mar- 
kets Inc.  All  seniors,  no  matter  what 
their  income,  would  also  gain  from  two 
huge  new  programs:  prescription-drug 
reimbursement  and  home  health  care. 


HOW  THE  1993  BUDGET  AQ  HELPS  THE  POOR 
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GAIN  OR  LOSS  FROM 
TAX  CHANGES 

BY  lAXRftYER  INCOME  (INCLUDES 
EMPIOYER  WID  BENEFITS) 
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...WHILE  CLIHTON'S 
HEALTH-CARE  PROPOSAL  TAKES 
A  BITE  OUT  or  THE  MIDDLE  CLASS 


WHAT  THE  MIDDLE  CLASS  LOSES: 

►  Companies  encouraged  to  cut  generous  health  plans  Kfl 

►  Flexible  spending  accounts  eliminated,  raising  taxes 

►  Insurance  premiums  raised  for  dual-wage-earner  couples 

►  Dental  and  vision  benefits  no  longer  covered  for  many  people 

WHAT  THE  MIDDLE  CLASS  GAINS: 

►  New  long-term  care  and  prescription  benefits  provided  for  the 
elderly  regardless  of  income 

►  Early  retirees  covered  by  government-paid  insurance 

WHAT  THE  POOR  AND  WORKING  CLASS  GAIN: 

►  Unemployed  or  otherwise  uninsured  Americans  covered  by 
government-paid  premiums 

►  Health  insurance  subsidized  by  government  for  low-wage  and 
part-time  workers  at  small  businesses 

►  Improved  benefits  mandated  for  many  low-wage  workers 

DATA:  JOINT  COMMITTEE  ON  TAXATION,  BU5INE55  WEEK 


Some  of  the  biggest  effects  of  health 
reform  cut  across  income  classes.  Where 
insurance  premiums  are  now  mainly  de- 
termined by  the  medical  history  of  a 
company's  workers,  the  Clinton  proposal 
reciuires  plans  to  base  premiums  on  com- 
munity ratings.  "This  increases  trans- 
fers from  the  healthy  to  the  nonhealthy, 
from  those  in  safe  jobs  to  those  in  risky 
jobs,"  says  economist  C.  Eugene  Steuer- 
le  of  the  Urban  Institute.  "Workers  in 


retail  stores  will  be  subsidizing  coal  n 
ers  and  football  players." 

Still,  Clinton's  health  plan  should  b 
efit  low-paid  workers,  especially  th 
without  employer-paid  health  ca 
They'll  be  provided  with  80%  of  the  c 
of  their  health  insurance  no  mat 
where  they  work.  But  the  sin  taxes  t 
will  pay  for  part  of  the  health-care 
gram  will  likely  fall  more  heavily  on 
poor.  And  many  econom 
fear  that  higher  costs 
employers  will  mean  m; 
low-wage  jobs  will  van 
If  the  pessimists  are  ri] 
the  job  losses  caused 
the  health-care  plan  cc 
be  big  enough  to  cancel 
many  of  its  benefits  to 
working  class. 
NEW  MANTRA.  Admlnls 
tion  economists  deny 
such  dire  consequen 
They  point  out,  for  ex 
pie,  that  the  subsidy 
early  retirement  may 
suade  as  many  as  600 
workers  to  lay  down 
tools  and  turn  off 
computers,  making  n 
for  younger  employees, 
sides,  they  say,  it's  a 
take  to  analyze  the  h 
plan  purely  in  term; 
monetary  winners  and 
ers.  "It's  not  just  the  ac 
benefits,  but  the  seci 
for  the  middle  class 
they  won't  lose  health 
ranee  if  they  lose  theii 
or  change  jobs,"  say  C 
cil  of  Economic  Advi 
Chairwoman  Laura  D 
drea  Tyson. 

"Security"  has  bee 
the  new  economic  ma 
of  the  Clintonites,  v 
"fairness"  rhetoric  hai 
ceded.  That's  probab 
good  thing  for  the  P 
dent,  since  fairness 
been  a  tough  sell  in  rt 
years.  During  the  Re 
years,  the  rich  got  ri^ 
the  poor  got  poorer, 
the  middle  class  stagn 
But  middle-class  v( 
didn't  seem  to  mind  until  the  ecor 
soured  during  George  Bush's  Presid 

Indeed,  moving  income  around 
substitute  for  generating  more  ( 
And  in  the  end,  no  effort  to  pre 
"fairness"  in  the  tax  code  or  in 
health-care  program  will  be  as  ir 
tant,  politically  or  economically,  as 
ton's  success  in  getting  the  ecoi 
moving  briskly  once  again. 

By  Paul  Magnusson  in  Washi 
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MARK  FREDERICKS 
ARCHITECT 

RESIDENTIAL,  COMMERCIAL,  INDUSTRIAL 
ABERNATHY  ROAD 
ATLANTA,  GA  30303 
PHONE  (404)  555-3152 


Financial  Planning. 

Through  our  Financial  Foundation®  Service,  your  Merrill  Lynch  Financial 
Consultant  can  work  with  you  to  see  where  you  are,  where  you're  going  and  what  you 
need  to  do  to  get  there.  Because  we  believe  you  should  have  a  plan  before  you  start  investing. 
Does  your  brokerage  firm  think  like  that?  For  a  brochure  on  how 
we  can  make  a  difference,  call  1-800-637-7455,  ext.  FC. 
The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

I  1993  Mtrrill  Lynch,  Pierce.  Feoncr  &  Smith  Inc.  Member  SIPC. 


Sports  Business 


BASEBALL  I 


KANSAS  CITY  GOES  FOR 

A  NEW  KIND  OF  DOUBLE  PLAY 


Make  the  team  a  charity.  Run  it  lean.  Buyers  will  come 


As  the  revelry  faded,  37,000 
Kansas  City  Royals  fans  filed 
into  a  chilly  September  night 
and  an  uncertain  future  for  their  team. 
The  farewell  to  George  Brett  ended  a 
two-decade  love  affair  between  the  town 
and  a  superstar  who  led  the  Royals  to 
six  division  titles  and  a  World  Series 
championship.  Only  one  figure  looms 
larger  in  the  history  of  the  franchise: 
Ewing  M.  Kauffman,  the  pharmaceuti- 
cals magnate  and  founder. 
Less  than  two  months  before 
Brett  retired,  Kauffman  lost  a 
long  battle  with  cancer. 

Finding  a  successor  to 
Brett  will  be  tough  enough. 
Replacing  Kauffman's  money- 
is-no-object  passion  in  one  of 
Major  League  Baseball's 
smallest  and  least  lucrative 
markets  is  another  matter  en- 
tirely. Before  he  died,  Kauff- 
man was  unable  to  find  a 
buyer  committed  to  keeping 
the  team  in  Kansas  City.  So, 
led  by  longtime  Kauffman  pal 
David  D.  Glass,  CEO  of  Wal- 
Mart  Stores  Inc.,  civic  boost- 
ers and  a  network  of  Kauff- 
man friends  are  working  on  a 
complex  scheme  to  provide 
stopgap  financing.  Equally 
tricky,  they're  trying  to  re- 
make the  Royals  into  a  scrap- 
py, low-l)U(lget  club  that  will 
attract  a  buyer. 
ALUSTARS.  The  effort  to  sup- 
port a  team  that  has  lost 
money  for  20  of  its  25  years 
could  bring  to  a  head  the 
growing  split  between  base- 


ball's big-market  haves  with  their  lavish 
local  TV  contracts  and  the  small-market 
have-nots.  That  divide  is  sure  to  widen: 
A  new  national  TV  contract  is  expected 
to  wipe  as  much  as  $8  million  a  year 
from  each  team's  revenue.  "The  pres- 
sures on  small  markets  are  enormous," 
says  Allan  "Bud"  Selig,  acting  baseball 
commissioner  and  president  of  the  Mil- 
waukee Brewers.  "Baseball's  ability  to 
establish  stable  [small  markets]  is  es- 
sential for  its  survival." 

The  centerpiece  of  the  survival  plan 


Kauffman  unveiled  months  before  he 
died  hinges  on  temporarily  converting 
the  team  into  a  charity.  A  group  of  five 
limited  partners— led  by  Glass,  new  CEO 
of  the  Royals,  and  Michael  E.  Herman, 
team  president— would  put  up  a  total  of 
$1  million  of  their  own  money  and  man- 
age the  club.  Local  investors  would  raise 
$50  million  and  turn  it  over  to  the  char- 
itable Greater  Kansas  City  Community 
Foundation.  Income  from  the  contribu- 


tions, estimated  at  $3  million  a  year,  to- 
gether with  funds  from  Kauffman's  own 
foundation,  would  cover  operating  losses 
until  the  team  l)reaks  into  the  black- 
perhaps  within  three  years— and  attracts 
a  buyer.  Then,  those  putting  up  the  $50 
million  would  be  paid  back,  and  the 
Community  Foundation  would  use  the 
rest  to  fund  charities. 

Already,  $45  million  has  been  pledged 
by  an  all-star  roster  of  boosters,  includ- 
ing the  Hall  Family  Foundations,  linked 
to  Hallmark  Cards,   Sprint,  Capital 


Cities/ABC,  Boatmen's  Bancshares, 
H&R  Block  Foundation,  and  Kansas 
Southern.  Even  though  the  Royals  { 
up  $14  million  in  1993  operating  lo 
on  $52  million  in  revenue,  "it's  a 
business  decision"  to  put  $3  milliorj 
ward  the  fund,  insists  Paul  H.  Hen 
chairman  of  Kansas  City  Southern 
dustries  Inc.  He  fears  the  loss  of 
Royals  "will  turn  us  into  a  bush-le; 
town." 

BARGAIN  BASEMENT.  Yet  all  of  the 

intentions  may  \>e  called  out  by  the 
which  is  wary  of  tm-ning  a  baseball 
into  a  charity.  Should  that  happen, 
erful  pols  are  prepared  to  introdu 
bill  in  Congress  that  would  grant 
Royals  special  tax  status.  If  both 
strike  out,  Glass  and  Herman  are 
to  encounter  pressure  from  truste( 
Kauffman's  foundation  to  unload 
team,  regardless  of  location. 

Meanwhile,  the  new  Royals  will 
bargain-basement  squad 
ready.  Glass  and  Hermai 
reversing  Kauffman's 
spending  and  applying 
nosed    business  strai 
Splurging  on  fi'ee  agents 
the  payroll  liallooning 
million  this  year  from 
million  five  years  ago. 
man  aims  to  slash  the 
roll  to  about  $31  millio 
1996  and  recast  the 
around  such  budding  sta 
Kevin  Appier,  while  re 
on  a  revitalized  farm  sy 
for  hungry— and  cheap 
ent.   The   danger  is 
Kansas  City  will  becom 
other  San  Diego,  whicl 
unloaded  high-priced  pL 
only  to  turn  off  fans 
deepen  the  financial  g 
Unlike  the  Padres,  thi 
the  Royals  are  trying 
tactics  to  fire  up  the 
upgrading  food  servic< 
placing  artificial  turf 
grass,  and  rearrangin; 
music.  "We  will  make  th 
tertaining    and  exci 
promises  Glass. 


t( 


Great.  But  can  he  keep  the  te; 
town?  Too  early  to  tell,  of  course, 
ball  ownership  has  always  been  c 
at  least  as  much  l)y  emotion  as  fin 
payback.  But  for  a  new  owner  t( 
up  to  the  plate  in  Kansas  City,  the 
tion  will  have  to  shift.  Even  s< 
scribed  "baseball  nut"  Glass,  no' 
best  hope  to  lead  any  permanen 
ownership  group,  will  be  expectir 
financial  equivalent  of  some  doubk 
triples,  if  not  towering  home  runs 
By  Richard  A.  Melcher  in  Kansa 
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We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 
New  Prima  Bysiness  Class. 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class  ) 
applicable  towards  any  fare  on  future  flights.  You'll  also 
accumulate  mileage  for  your  frequent  flier  program. 
Our  refurbished  Prima  Business  Class  offers  state-of- 
the-art  seats  you  can  adjust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alitalia  is  a  participant  in  the  mileage  programs  uf  Continental.  United  and  USAir 


i^litalia 


Ulisse  Award  Program  is  valid  only  for  full  fare  tickets  issued  in  the  U.S.  until  March  31.  1994.  Each  transatlantic  leg  flown  entitles  Top  Class  passengers  to 
and  Prima  Business  Class  passengers  to  rwo  $  100  savings  vouchers,  redeemable  against  any  Alitalia  flight,  for  travel  prior  to  June  14,  1994.  Vouchers  may  be 
.lulated  without  limit  until  March  31, 1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  promotion. 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


Investing 


FIGURING  RISK: 
IT'S  NOT  SO  SCARY 


Let's  face  it,  risk  is  a  foiu*- 
letter  word.   When  it 
comes  to  investing,  you 
would  rather  not  hear  about 
it.  That's  why  so  much  money 
sits  in  certificates  of  deposit 
or    Treasury    hills  linked 
to  that  reassuring  phrase 
"backed  by  the  full  faith  and 
credit  of  the  U.  S.  govern- 
ment." Uncle  Sam  can  keep 
your   investment  from 
credit  risk,  but  what 
about  inflation  risk? 
While  the  "treach- 
erous" stock  mar- 
ket earned  15.2% 
over  the  past  year, 
your  "safe"  2.2%  T- 
bill  return  has  al- 
ready been  wiped 
out  by  3%  inflation. 

In  the  aftermath 
of  the  fi'eewheeling 
1980s,  a  long-term 
view  is  increasing- 
ly popular  with  in- 
vestors, especially 
those  with  sizable 
chunks  of  their  as- 
sets in  individual  re- 
tirement accounts 
and  4()l(k)s.  It's  also 
changing  the  way 
investors  think  of 
risk.  No  more  is  it 
enough  to  say  that  stocks  are 
riskier  than  savings  accounts 
or  coi'poi'ate  bonds  are  more 
dangerous  than  Treasuries. 
With  inflation  in  lockstep  with 
so-called  conservative  invest- 
ments, you  may  be  forced  to 
become  more  comfortable 
with  the  concept  of  risk  to 
get  ahead.  As  such,  investors 
can  benefit  from  knowing 
some  of  the  objective  mea- 
sures of  risk  that  analysts 
use.  Although  such  terms  as 
alpha,  beta,  and  standard  de- 
viation may  be  intimidating, 
they  are  based  on  common- 
sense  principles  that  can  help 
guide  your  investment  choic- 
es. "Return  is  in  the  hands  of 


the  saints,"  says  investment 
consultant  Peter  Bernstein. 
"You  only  can  control  how  ex- 
posed you  are." 

Some  investments  have  a 
higher  yield  than  others  as 
compensation  for 
greater  risk.  But 


there  are  ways  to  minimize 
your  risk  without  sacrificing 
higher  returns.  For  example, 
over  time  the  risk  of  owning 
stocks  drops.  In  any  one  year, 
the  Standard  &  Poor's  500- 
stock  index  returns  are  vola- 
tile, but  over  many  years, 
good  and  bad  swings  tend  to 
cancel  each  othei-  out  and  low- 
er the  risk,  says  Mark  Riepe, 
an  analyst  at  Ibottson  As.so- 
ciates  Inc.,  a  Chicago-based  fi- 
nancial consulting  firm.  If  you 
hold  stocks  for  20  years,  you 
have  as  good  a  shot  as  any 
at  almost  eliminating  the  risk: 
From  1926  to  1992,  there  was 
no  20-year  period  in  which  the 
market  lost  money. 


But  even  long  term,  differ- 
ent assets  carry  different 
kinds  of  risk.  In  addition,  each 
asset  carries  its  own  brand  of 
risk.  Corporate  bonds  pay 
well  because  they  expose  you 
to  credit  risk,  the  threat  a 
company  will  fail  to  repay  its 
bonds.  Meanwhile,  long-term 
government  bonds  have  no 
credit  risk  because  they're 
backed  by  the  people  who 
print  money.  But  they  don't 
eliminate  inflation  risk.  Since 
your  money  is  tied  up  at  a 
fixed  interest  rate,  your  real 
returns  will  fall  if  rates  rise. 
Short-term  government  bonds 
have  no  credit  risk  and  ma- 
ture fast  enough  to  be  quickly 


reinvested  at  higher 
But  if  rates  fall,  you  onl 
the  benefit  of  a  higher 
for  a  short  time  befo 
bond  matures  and  you 
reinvest  at  a  lower  rat 
NEW  MATH.  When  it  co 
stocks,  risk  tolerance  is 
sonal  choice,  but  actu 
can  be  measured.  Comr 
vestment  resources  si 
the  Value  Line  Compos 
dex  for  stocks  and  M( 
star  Inc.  for  mutual 
evaluate  risk  using  c( 
statistical  formulas  sucl 
pha  and  beta.  There's  r 
for  the  average  inves 
understand  the  math,  I 
can  benefit  from  ki 
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it  these  numV)ers  mean, 
lata,  which  measures  the 
itility  of  stocks  against  the 
500,  is  the  most  widely 
d  assessment  of  risk.  A 
I  of  1  means  a  given  stock 
s  volatile  as  the  s&P.  So  if 


re  a  moderate  to  conser- 
ve investor,  you'll  want 
stments  with  betas  of  less 
1. 

JPE'S  SWORD.  Alpha  gaug- 
ow  much  better  than  ex- 
3d  a  stock  performs  given 
risk.  Alphas  of  0  and 
e  mean  you're  being  ade- 
ely  compensated  for  your 
A  similar  measure  is  the 
pe  ratio.  The  bigger  the 
oer  the  better.  But  finan- 
analyst  and  Nobel  lau- 
i  2  William  Sharpe,  for 
n  the  ratio  is  named,  cau- 
tions investors  to  use 
it  only  to  compare  simi- 
lar kinds  of  "assets— say, 
irporate  bonds  with  other 
irate  bonds.  Moreover,  he 
the  high  numbers  aren't 
)le  predictors  of  high  re- 
but low  numbers  indi- 
funds  you  should  avoid, 
more  universal  gauge  of 
ility  is  standard  devia- 
It  reveals  how  much  the 
'  ns  of  an  asset  vacillate 
!  id  a  monthly  average  re- 
f  -the  higher  the  number, 
'I  tore  volatile.  You  can  use 
1  compare  different  kinds 
sets  such  as  stocks  and 
I"  5.  For  example,  from 
!  ^0  1992,  small-cap  stocks 
1*  d  a  high  standard  devia- 
»  )f  30.  By  contrast,  the 
/eighed  in  at  20.6,  long- 
s'  corporate  bonds,  8.5, 
1"  Veasury  bills,  3.3. 
1  ,  these  measures  have  a 
cm  ;:  They  don't  distinguish 
;en  rising  and  falling 
;.  An  asset's  volatility 
come  from  a  surge  in 
k  lue.  "I  don't  know  too 
k"     investors    who  are 


afraid  of  making  money,"  says 
Morningstar  analyst  Amy 
Arnott.  So  to  give  a  more  ac- 
curate picture,  in  addition  to 
alpha  and  beta,  Morningstar 
also  provides  a  range  of  rank- 
ings from  "low"  to  "high" 
l)ased  on  how 


^        much   a  given  fund 
trails    the    return  you 
would  get  with  a  risk-free 
T-bill. 

Of  course,  your  single  l)est 
weapon  against  all  kinds  of 
risk  is  diversification.  By 
spreading  youi"  money  around, 
you're  not  tied  to  the  fickle- 
ness of  a  given  market  or  in- 
dustry. Most  mutual  funds 
have  no  credit  risk  because 
they  invest  in  so  many  differ- 
ent companies;  a  few  failures 
have  little  impact.  Sharpe  also 
recommends  combining  big 
companies  with  midsize  and 
small  ones,  and  wedding- 
growth  stocks  with  value 
stocks,  because  one  group 
typically  does  well  when  the 
other  doesn't. 

Correlation,  in  portfolio- 


manager  speak,  helps  you  to 
diversify  because  it  describes 
how  closely  two  investments 
track  each  other.  If  they 
move  in  tandem,  they're  like- 
ly to  suffer  from  the  same 
bad  news.  So  you  want  to 
combine  assets  with  low  cor- 
relation. For  example,  when 
inflation  rises,  commodities 
soar  and  ecjuities  sink.  Low 
correlations  let  you  combine 
assets  which  each  have  high 
standard  deviations  into  a 
portfolio  with  lower  risk.  "A 
single  stock  in  the  s&p  500 
prol)ably  has  a  standard  devi- 
ation of  35-40,"  observes  Ib- 
botson's  Riepe.  "Yet  the  s&p 
500  has  a  standard  deviation 
of  20.6." 

OUT  OF  STEP.  Foreign  stocks 
and  bonds  are  a  particularly 
good— and  underutilized— bal- 
last for  American  investors 
because  they  have  little  corre- 
lation with  the  domestic  mar- 
ket. "You  gain  exposure  to 
markets  of  other  countries, 
which  aren't  necessarily  in 
sync  with  the  U.  S."  says  Aet- 
na Mutual  Funds'  Christian 
Thwaites. 

But  foreign  stocks  carry 
currency  risk.  If  you  buy 
shares  in  Japanese  companies, 
for  example,  and  the  dollar 
strengthens  against  the  yen. 


you  can  lose  money  indepen- 
dent of  what  the  stock  does. 
This  scares  many  people  away 
from  global  investing.  But 
some  mutual-fund  managers 
eliminate  currency  risk  by 
making  agreements  to  buy  or 
sell  a  foreign  currency  at  a 
fixed  price  over  a  certain  peri- 
od, says  John  Pasco,  chair-man 
of  Global  World  funds.  Then, 
the  stocks  in  the  fund  move 
based  on  company  and  mar- 
ket fundamentals. 

All  kinds  of  risk  can  be 
eliminated  by  similar  hedging 
strategies  using  futures,  op- 
tions, and  more  recently,  exot- 
ic derivatives,  says  Bill  Jae- 
tues,  a  chief  investment 
officer  at  Martingale  Asset 
Management  in  Boston.  But 
leave  them  to  the  profession- 
als, he  warns.  "They  should 
have  labels  on  them,  'Do  not 
attempt  this  at  home.'" 

More  unnerving  perhaps 
for  individual  investors  is  that 
money  managers  are  using 
some  risky  new  derivatives 
to  boost  returns  in  conserva- 
tive short-term  bond  funds. 
Instruments  such  as  interest- 
only  strips,  which  pay  only 
mortgage  interest,  or  inverse 
floaters,  which  pay  more 
when  rates  fall  than  when 
they  rise,  can  be  quite  unpre- 
dictable and  damaging.  So 
you  might  want  to  avoid 
short-term  bond  funds  offer- 
ing more  than  3%-4%.  "If  it 
sounds  too  good  to  be  true," 
it's  a  tipoff,  says  Jactues. 

Individual  investors  can 
also  make  use  of  software  to 
gauge  risk.  Programs  such  as 
Morningstar  Mutual  Fimds  on 
Disk,  a  CD-ROM  program  (800 
876-5005),  and  Investability 
Mutual  Fund  Database  (502 
722-5700)  enable  investors  to 
compare  alphas,  betas,  and 
standard  deviations  of  differ- 
ent fund  groups.  For  a  com- 
jjrehensive  review  of  invest- 
ing programs,  order  Com- 
puterized Investing  from  the 
American  Association  of  Indi- 
vidual Investors  (312  280- 
0170). 

As  programs  become  more 
sophisticated,  they  include 
more  and  more  data,  Init 
they  will  never  take  all  the 
risk  out  of  investing.  Nothing 
ventured  is  still  nothing 
gained.  Pam  Black 


THE  MANY  FACES  OF  RIS 


MARKET  RISK  Your  portfolio  con  lose  money  because  of  economic 
or  other  swings  in  the  stock  market  as  a  whole. 

INFLATION  RISK  Inflation  affects  bonds  much  more  than  stocks.  It 
may  wipe  out  your  returns  if  you  invest  in  "safe"  vehicles,  such  as 
Treasury  bills.  Yet,  grabbing  the  higher  yield  of  long-term  bonds 
means  your  return  will  falter  if  rates  rise. 

LIQUIDITY  RISK  Such  investments  as  small-cap  stocks,  munis,  and 
corporate  bonds,  tend  to  be  illiquid  or  harder  to  resell  in  a  pinch. 

CREDIT  RISK  The  company  you  own  stock  in  can  go  under  or  fail 
to  repay  the  bond  principal  and  interest  it  owes  you. 

INTEREST-RATE  RISK  The  value  of  bonds — and  sometimes  stocks — 
moves  in  inverse  relation  to  interest  rates,  if  rates  rise,  and  you 
have  to  cash  out,  you  lose. 

REINVESTMENT  RISK  As  rates  drop,  companies  refinance  by  paying 
off  bonds  before  maturity,  forcing  you  to  reinvest  at  lower  rotes. 

PREPAYMENT  RISK  This  risk  for  mortgage-backed  securities  is  simi- 
lar to  reinvestment  risk.  When  rates  drop  and  people  refinance 
their  mortgages,  you  lose  an  income  stream  and  the  interest  on  it. 

CURRENCY  RISK  if  you're  heavily  invested  in  foreign  stocks,  your 
portfolio  can  lose  value  if  the  dollar  gets  stronger. 

STRUCTURAL  RISK  Risky  derivatives,  such  as  futures  and  options, 
can  create  losses  in  the  underlying  investment. 
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Smart  Money 

INSURING  HOME  AND  OFFICE 
WHEN  HOME  IS  THE  OFFICE 


Property  and  casualty  in- 
surers are  finally  real- 
izing that  the  distinction 
between  personal  and  pi'ofes- 
sional  life  is  not  as  clear  as  it 
once  was.  With  at  least  12 
million  people  working  at 
home,  carriers  are  develop- 
ing packaged  insurance  that 
covers  home  and  business 
when  they  are  in  the  same 
place.  The  policies  eliminate 
overlaps  and  are  cheaper  and 
more  convenient  than  buying 
separate  home  and  office  cov- 
erage. "It  makes  sense  just 
to  bundle  it  all  together,"  says 
Paul  Edwards,  co-author  of 
Worki7ig  From  Home. 

Last  August,  Continental 
Insurance  became  the  first 
carrier  to  tie  commercial 


A  PEEK  AT  TWO  POLICIES 


Coverage  for  Continental* 

RLI 

BUSINESS  $225,000 
PROPERTY    $10,000  0 

on  site  $5,000 
ffsite  $1,000 

LIABILITY  $500,000 

$300,000 

LOSS  OF      Up  to 
INCOME       one  year 
PROTEQION 

Up  to 
one  year 

COST  $175 

$150 

•MUST  BE  PURCHASED  WITH  LINK  PIUS  HOMEOWNER'S  POIICY 
DATA;  CONTINENTAL  INSURANCE  CO,  Rll  CORP. 

coverage  to  a  homeowner's 
policy.  Continental's  Home- 
Work  plan  applies  the  same 
amount  of  personal-property 
and  liability  coverage  on  your 
home  to  your  business  and 
covers  up  to  a  year  of  lost 
income  and  expenses  if  busi- 
ness is  inten'upted  by  fire  or 
hurricane.  The  yeai'ly  premi- 
um to  extend  about  $225,000 
in  total  property  and  $500,000 
in  liability  coverage  from 
your  homeowner's  policy  to 
your  business  is  $175;  Conti- 
nental's separate  commercial 
insurance  starts  at  $800  a 
year.  Aetna  Life  &  Casualty 
in  Haitford  and  Chicago's  CNA 
Insurance  plan  similar  pack- 
aged policies  soon. 


If  you're  satisfied  with 
your  homeowner's  policy  but 
want  additional  protection  for 
your  business,  RLI  in  Peoria, 
111.,  offers  a  cheaper  commer- 
cial policy  for  people  who 
work  at  home.  RLl's  In-Home 
Business  Policy  starts  at  $150 
a  year  (table). 

EASY  RIDERS.  These  products 
ai-e  designed  for  white-collar 
at-home  types,  not  small  man- 
ufacturers or  wholesalers  who 
maintain  inventory  in  the 
basement,  says  Sean  Mooney, 
an  economi.st  at  the  Insurance 
InfoiTnation  Institute,  a  trade 
gi'oup.  Canners  exclude  some 
professions  and  do  not  pro- 
vide coverage  for  more  than 
a  home  office  anyway. 

Standard  homeowner's  pol- 
icies cover  $2,500 
in  business  proper- 
ty, but  you  can  of- 
ten attach  inexpen- 
sive riders  to 
boost  coverage  to 
up  to  $10,000  for 
a  home  business 
that  is  essentially 
a  "hobby,"  says 
Jerry  Parsons, 
spokesperson  for 
State  FaiTn  Fire  & 
Casualty  in  Blcwm- 
ington.  111.  State 
Farm's  rider  costs 
$14  to  $30  a  year,  but  works 
best  for,  say,  furnishings  in  a 
room  where  you  provide  child 
care,  he  says.  It  insures  com- 
puters for  only  $1,000. 

Without  some  kind  of  com- 
mei'cial  insui-ance  for  business 
liabilities,  "the  critical  thing 
to  know  is  that  you  are  not 
covered— zero,  zilch,"  says 
M(X)ney.  That  means  if  your 
dog  bites  someone  delivering 
a  package  to  your  office, 
you've  got  to  foot  the  legal 
bOls  yourself.  But  with  a  new 
packaged  plan,  you'll  get  help 
with  legal  fees  whether  the 
hapless  deliveryman  was 
bringing  new  software  for 
your  business  or  presents  for 
the  kids.  Amey  Stone 


NO  MORE  SQUINTING:  LCD-STYLE  MODELS  FROM  SHARP  AND  SON 
THE  SHARP'S  ROTATING  LENS  LETS  YOU  FILM  YOURSELF 


Electronics 


CAMCORDERS 
WITH  THE 
BIG  PICTURE 


Just  moments  after  little 
Johnny  kicks  the  decid- 
ing goal  in  his  soccer 
match,  he  and  his  teammates 
gather  to  admire  the  game- 
winner  on  instant  replay.  The 
on-the-spot  playback  is  pos- 
sible because  Johnny's  par- 
ents recorded  the  action  on 
Sony's  Handycam  Snap!,  an 
8mm  camcorder  with  a  3-inch 
liquid-crystal-display  color 
screen  that  lets  the  unit  dou- 
ble as  a  portable  videocassette 
player.  Sony's  $1,200  camcor- 
der follows  the  launch  of 
three  Sharp  Viewcam  models 
($1,200  to  $2,199)  that  also  em- 
ploy flat-panel,  LCD  screens. 

The  small  monitors  on  the 
Sony  and  Sharp  cameras  re- 
place viewfinders.  Instead  of 
squinting— or  bumping  your 
glasses— into  an  eyepiece,  you 
hold  the  camcorders  in  front 
of  you  while  shooting.  "It's 
the  first  time  you  are  not 
looking  at  the  world  through 
a  peephole,"  says  Robert  Ger- 
son,  editor-in-chief  of  Tivice, 
an  industry  publication. 
HEADACHE-FREE.  The  monitors 
are  al)out  all  the  LCD  camcor- 
ders have  in  common.  Sony's 
1.4-pound  Snap!  is  the  cam- 
corder equivalent  of  a  point- 
and-shoot  camera,  a  gizmo 
that  will  appeal  to  the  kind 
of  people  who  can't  program 


their  VCRs.  You  won't  fir 
zoom  lens;  a  simple  sw 
lets  you  go  back  and  forth 
tween  fixed-focused  3x 
photo  and  wide-angle  ler 
Lighting  and  color  sett 
are  automatic. 

Snap!  resembles  an  old 
dak  Brownie  and  is  easily 
nipulated  with  one  han 
you're  a  righty.  The  bu 
that  lets  you  switch  betv 
record  and  standby  is  i: 
unfriendly  position  for  s( 
paws.  The  LCD  monitor 
be  tilted  60  degrees 
comes  with  a  sunshad' 
shield  out  glare.  A  bu 
speaker  lets  you  hear 
you  recorded  during  play 
NO  SLOUCH.  Sharp's  Viewi 
ai'e  more  fully  featured 
corders.  The  $1,200,  L9-p 
VL-E30U  comes  with  a 
dard  8x  power  zoom  len 
gives  users  the  option  t 
cus  manually.  You  can  sel 
shooting  mode  from  ar 
screen  scene  menu  to  be 
your  surroundings.  In  "s 
mode,  a  speedy  shuttei 
capture  hoopsters  on  aj'' 
break.  The  Viewcam  als 
a  built-in  speaker  and 
play  prerecorded  8mm  t; 

Sharp's  LCD  screen  an( 
sections  can  rotate  up  t 
degrees.  At  a  low  ang 
can  record  a  crawling  i 
while  gazing  at  the  3-inc 
(a  4-inch  display  on  the 
Hi-8mm  VL-HLIOOU).  ( 
need   be,   you  may 
over  a  crowd  blocking 
view  of  a  parade.  Rotat 
lens  180  degrees  and  yo 
admire  your  own  visaj 
the  screen.  More  ma 
please.  Edwara 
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COMFORT 
AT  WORK. 


One  revolutionary 
shoe  provides 
unsurpassed, 
unheard-of  comfort. 

The  Florsheim 
Comfortech  Flexible. 

Simply  put,  it's  a 
dress  shoe  with  the 
soul  of  an  athletic 
shoe.  Which  means 

it'll  bend  over 
backwards  to  move 
with  you.  Keep  you 
quick  on  your  feet. 
And  absorb  more  of 
the  impact  when  you 
pound  the  pavement. 
Even  the  price  is  most 
comfortable. 

For  the  Florsheim 
dealer  nearest  you, 
call  1-800-446-3500. 


There's  More  To  Florsheim. 


ersonal  Business 


R 


ather  than  have  a  beer 
with  his  Wall  Street 
,  colleagues  after  work, 
Art  Steinmetz  goes  home  to 
l)rew  his  own.  Steinmetz,  who 
manages  Oppenheimer's  $3.5 
billion  Strategic  Income  Fund, 
has  turned  the  family  kitchen 
into  a  brewery  where  he 
whips  up  i)ale  ales,  pilsners, 
and  a  zesty  German  wheat 
beer  that  recently  placed  sec- 
ond in  a  Pittsburgh  contest 
sponsored  by  the  American 
Homebrewers  Assn.  (AHA). 

Steinmetz  is  among  the 
growing  number  of  beer  en- 
thusiasts who  are  reviving  an 
intoxicating   tradition  that 
dates  back  to  the  Pilgrims 
and  peaked  during  Prohibi- 
tion, when  scofflaw  tipplers 
relied  on  homemade  beer  and 
l)athtub  gin.  "It's  a  relaxing, 
tinkering-in-the-workshop  type 
of  hobby,  and  the  bonus  is  the 
freshest    beer   you'll  ever 
drink,"  he  says. 
DRY  STATES.  Unlike  their  Pro- 
hil)ition-era  counterparts,  to- 
day's home  brewers  seek  va- 
riety and  flavor  they  say 
aren't  available  in  a  store- 
l)0ught  six-pack.  "A  lot  of  peo- 
ple try  home  brewing  because 
they  want  to  duplicate  a 
stout  they  were  served  m 
a  pub  in  Dublin  or  a  Ger- 
man beer  they  had  in  Mu- 
nich," says  Lori  Tullberg- 
Kelly,  a  spokeswoman  lor 
the  AHA,  part  of  the  Asso- 
ciation of  Brewers  based  m 
Boukler,  Colo.  The  grou])  es- 
timates the  hobby  has  l)een 
growing  the  past  three  years 
at  an  annual  25%  clip  in  the 
U.  S.,  penetrating  1  million 
homes.  Home  brewing  has 
been  legal  in  most  states 
since  1979;  Alabama,  Arkan- 
sas, Missouri,  and  Utah  are 
among  the  few  states  that 
don't  allow  it. 

Setting  up  your  own  brew- 
ery doesn't  cost  much.  Basic 
e(|uipment— an  eight-gallon 
kettle,  a  plastic  fermentation 
pail,  a  bottlecapper,  and  an 
apparatus  to  cool  the  bevei-- 


Potables 


WANT  A  BETTER  BEER? 
BREW  IT  YOURSELF 


age  during  the  brewing  pro- 
cess—costs about  $100 
through  mail  order  or  at  some 
1,200  retailers.  You  can  find 
bottles  at  little  or  no  cost 
from  recycling  plants  or  local 
pubs.  Fancier  home  brewing 
can  swell  the  tab;  a  tap  for 
your  home-spun  suds 
runs  $200. 


Joy  of  Homebt  ewing,  Ijy  Char- 
lie Papazian  ($11,  Avon  Books, 
212  261-6882),  The  Complete 
Handbook  of  Home  Bj'ewing, 
by  Dave  Miller  ($11.95,  Sto- 
rey Communications,  800  441- 
5700),  and  Bette7-  Beer  &  How 
To  Brew  It  by  M.R.  Reese 
($9.95,  Storey) 


Many  stores  offer 
classes  for  neophytes.  The 
AHA  ($29  a  year  lor  member- 
ship, ;J03  447-0816)  can  help 
folks  locate  these  shops.  The 
organization  also  iiul)lishes  Zy- 
murgy  magazine,  which  pro- 
vides recipes  and  notices  of 
contests.  The  New  Complete 


are  other  fine 
sources. 
The  basic  ingredients  in 
home  beer  are  malted  barley, 
a  processed  grain  that  pro- 
vides color  and  flavor;  hops,  a 
bitter  dried  herl)  that  acts  as 
a  natural  preservative;  and 
yeast,  which  facilitates  fer- 
mentation.  Experts  advise 


first-time  brewers  to  buj 
of  premeasured  ingredi 
which  cost  about  $25  \ 
five-gallon  batch. 

The  initial  brewing  pr< 
takes  about  four  hours, 
pes  vary,  but  a  basic  pal 
involves  boiling  water 
adding  malted  barley 
hops.  After  about  an  1 
the  mixture  is  poured  ii 
plastic  fermentation  pai' 
quickly  cooled,  with  cl 
water  circulating  throug 
apparatus  of  coiled  cc 
tubing  that  fits  into  the 
When  the  temperature 
to  about  70F,  yeast  is  a( 
which  chemically  transi 
the  sugar  contained  ir 
barley  into  alcohol  durinj 
mentation.  The  unfermc 
beer  is  sealed  with  a  lid 
lets  carbon  dioxide,  a  by 
uct  of  the  process,  es 
Fermentation  takes  abou 
weeks,  after  which  the 
bottled  and  stored  for 
more  weeks  in  a  dark 
ment  or  closet,  allowing 
for  carbonization.  The 
ing  equipment  must  be 
squeaky  clean  to  preven 
teria  from  ruining  the  b 
FRUITFUL.  Many  home 
ers  try  to  concoct  unusu 
tions  to  impress  familie 
friends.  The  24  basic  sty 
beer  include  pilsner,  a 
man-style  blonde  beer; 
a  smooth  black  ale;  and 
munder,  a  light-bodied  i 
lager.  The  beers  contai 
to  12%  alcohol.  Alby  1 
a  mutual  funds  salesma 
co-partner    at  The 
Brewery,  an  equipment 
er  in  Bogota,  N.J.,  says 
customers  are  brewing  \ 
kin  ale  to  serve  at  Th 
giving.  Also  popular  are 
made  with  blueberries, 
berries,  and  mango,  he 

Tarzia  and  many 
home  brewers  drink 
creations  sparingly, 
aren't  the  type  to  sit  at 
and  guzzle  beer,"  he 
"It  takes  too  long  to 
it."  Susan  Sch 


Worth  Notiny- 


■  FEMME  FUND.  The  Women's 
Equity  Mutual  Fund  is  the 
first  fund  devoted  exclusively 
to  companies  that  promote 


practices  beneficial  to  women 
in  the  workplace.  Among  the 
investment  criteria:  promot- 
ing women  to  .senior  execu- 
tive positions  and  offering  em- 
ployee benefits  that  address 
work-and-family  concerns.  The 


minimum  investment  in  the 
no-load  fund  is  $2,500.  For 
more  information,  call  800 
424-2295. 

■  CAR  REPAIR.  Think  you've 
been  ripped  off  by  an  auto 
mechanic?  The  Federal  Trade 


Commission's  free  bro( 
Taking  the  Scare  Out  oj 
Repair,  includes  a  tn 
shooter  guide  and  pre 
tips  on  selecting  a  repaii 
and  learning  your  conj 
rights.  Call  202  326-222S 
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RODUCTION 

onge  from  last  week:  0.2% 
ange  from  last  year;  5.4% 


Oct 
1992 


1 967=  1 00  (four-week  moving  overage) 


Oct  9 
191  2 


Oct  2 
190.8 


Fgb 

1993 


Oct 
1993 


i  production  index  increased  during  tfie  week  ended  Oct.  9,  led  by  a  rise  in 
.freight  traffic.  On  a  seasonolly  adjusted  basis,  output  of  steel,  crude-oil  refining, 
:ks,  lumber,  and  electric  power  also  increased,  while  auto  production  was  down, 
duction  levels  of  coal,  paperboard,  and  paper  all  were  unchanged  from  a  week 
).  Before  calculation  of  the  four-week  moving  average,  the  index  increased  to 
17,  from  190.3. 

BW  production  index  copyright  1993  by  McGrow-Hill  Inc 


LEADING 

change  from  lost  week:  0.1% 
Chonge  from  lost  year:  7.9% 


Oct.  9 
234.0 


234. 
229. 
224. 
219. 
2I4I 


Oct.  2 
233  8 


Oct 
1992 


Feb. 
1993 


June 
1993 


Oct 
1993 


The  leading  index  inched  higher  during  the  week  ended  Oct,  9.  A  rebound  in 
the  growth  rotes  of  real  estate  loons  and  M2  led  the  week's  gain,  while  signs  of 
slower  growth  in  the  economy  could  be  seen  in  falling  stock  prices,  higher  bond 
yields,  and  declining  materials  prices.  Data  on  business  failures  were  unavailable. 
Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  235.3,  from 
233.8  the  previous  week. 

Leading  index  copyrigtit  1  993  by  Center  for  intemolionol  Business  Cycle  Research 


RODUaiON  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
yeai'  ago 

L  |10/16)thous.  ofnettons 

1,883 

1,823# 

12.8 

JS  (10/16)  units 

122,096 

1  18,158r# 

7.6 

CKS  (10/16)  units 

1 10,360 

109,773r# 

26.7 

TRK  POWER  (10/16)  millions  of  kilowatt-hours 

54,395 

55,234# 

1.1 

DE-OIL  REFINING  (I0/i6)thous.ofbbl./da/ 

13,926 

13,841# 

3.4 

I  (10/9)  thous.  of  net  tons 

18,808# 

18,790 

-1.2 

iRBOARD  (10/9)  thous.  of  tons 

814.1# 

825.4r 

4.2 

R  (10/9)  thous.  of  tons 

797.0# 

793.0r 

3.8 

BER  (10/9)  millions  of  ft. 

479.6# 

476.1 

2.7 

FREIGHT  ( 1 0/9)  billions  of  Ion-miles 

22.7# 

21.7 

4.6 

<e$:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
icon  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA",  Association 
leiican  Railroads 

IRIIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

MESE  YEN  (10/20) 

107 

106 

121 

UN  MARK  (10/20) 

1.65 

1.60 

1.50 

SH  POUND  (10/20) 

1.49 

1.52 

1.63 

CH  FRANC  (10/20) 

5.83 

5.65 

5.09 

i  iDIAN  DOLLAR  (10/20) 

1.32 

1.33 

1.25 

'  S  FRANC  (10/20) 

1.45 

1.41 

1.34 

'  CAN  PESO  (10/20)= 

3.111 

3.114 

3.106 

'  :e$:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
:  I  expressed  in  dollars 

lias 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

1  (10/20)  $/troyoz. 

372.500 

366.400 

8.4 

SCRAP  (10/19)  #1  heavy,  $/lon 

131.50 

129.00 

46.9 

ISTUFFS  (10/ 19)  index,  1967=100 

214.7 

212.3 

9.3 

1  ER  (10/16)  c/lb. 

85.6 

85.5 

-18.1 

IINUM  (10/16)  c/lb. 

52.0 

51.9 

-3.7 

■ff  (10/16)  #2  hard,  $/bu. 

3.44 

3.39 

-4.7 

l)M  (10/ 16)  strict  low  middling  l-l/16in. 

</lb. 

54.88 

55.07 

8.4 

«s:  London  WecJnesday  final  setting,  Chicago  market,  Commodity  Research  Bureou,  Metals 
Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (10/15)  s&P  500 

463.36 

460.55 

13.2 

CORPORATE  BOND  YIELD,  Aao  (10/15) 

6.62% 

6.72% 

-16.8 

INDUSTRIAL  MATERIALS  PRICES  (io/i5) 

94.3 

93.8 

-2.7 

BUSINESS  FAILURES  (io/8) 

NA 

355 

NA 

REAL  ESTATE  LOANS  |i 0/6)  billions 

$404.8 

$403.1 

0.0 

MONEY  SUPPLY,  M2  (i  0/4)  billions 

$3,505.3 

$3,501. Ir 

1.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i  0/2)  thous. 

321 

329 

-16.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1 980=  1 00),  Dun  &  Brod- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
dato  on  business  failures  end  real  estate  loons 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Sept )  toto!  index 

1 1 1.0 

1 10.9r 

4.5 

CAPACITY  UTILIZATION  (Sept ) 

81.6% 

81.6% 

2.9 

CONSUMER  PRICE  INDEX  (Sept  ) 

144.9 

144.9 

2.7 

PRODUCER  PRICE  INDEX  (Sept )  finished  goods 

124.5 

124.3 

0.5 

Sources:  Federal  Reserve  Board,  BLS 

■  .'M.'liM:VI  ' It! [J.W.I 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (io/4) 

$1,114.0 

$1,1 1 1.9r 

1 1.4 

BANKS'  BUSINESS  LOANS  (10/6) 

270.8 

271. 3r 

-2.9 

FREE  RESERVES  (10/13) 

669 

99  Ir 

-27.5 

NONFINANCIAL  COMMERCIAL  PAPER  (10/6) 

161.5 

156.5 

1 1.2 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

free  reserves. 

which  ore  expressed  for  o 

MONEY  MARKET  RATES 

Lotait 
week 

Weak 

ago 

Year 
ago 

FEDERAL  FUNDS  (10/19) 

2.94% 

3.07% 

3.05% 

PRIME  (10/20) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  ( 10/1 9) 

3.24 

3.26 

3.42 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/20) 

3.23 

3.22 

3.38 

EURODOLLAR  3-MONTH  (10/15) 

3.25 

3.25r 

3.44 

Sources:  Federal  Reserve  Board,  First  Boston 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
stern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn ,     3  =  Free  morket  value     N A- Not  available     r  =  revised     NM  =  Not  meaningful 
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LE  GRAND 

Lifetime  Mechanical  Warranty 

Available  at 


or  call  1-800-556-7354 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  ore  not  included. 


Adam  Opel  64,  134 
Advonced  Micro  Devices  146 
Advonce  Publications  43 
Aetna  156 
Air  France  54 
Alcoa  32 

American  Airlines  40 
American  Cyanamid  34,  97 
American  international  64 
America  West  Airlines  40 
Ameritech  138,  144 
AMR  120 

Apple  Computer  146 
Asea  Brown  Bovery  52 
AT&T  64,  100,  138,  144 

B 


Banco  Commerclale 

Itoliono  102 
Boncomer  108 
Bonkers  Life  120 
Bonkers  Trust  102,  104 
Bonk  Leumi  102 
Bonk  of  America  60 
Bonque  Notionoie  de 

Paris  102 
Bonque  Poribos  102 
Bear  Stearns  106,  108 
Bechtel  Group  60 
Bell  Atlonlic  30,  36  ,  37,  38, 

108,  138 
Bellcore  38 
BellSouth  138,  144 
Blockstone  Capital 

Portners  106 
Blockbuster 

Entertoinment  122,  124 
Boatmen's  Boncshares  152 
Bolt  Beranek  &  Newmon  100 
Booz  Allen  102 
Bosque  Puerto  Corillo  112 
British 

Telecommunicotions  102 


CobleVision  138 
Copitol  Cities/ABC  152 
Carnaud  Metolbox  54 
CCP  Insuronce  120 
Charter  Reinsurance  119 
Chose  Monhotton  102 
Chemical  102 

Chino  Internotionol  Trust  110 
Chrysler  30,32,  126,  162 
Cigna  64 
Citicorp  32,  64 
CNA  Insurance  156 
Coco-Colo  108 
Commonweolth 

Associotes  120 
Compaq  Computer  32 
Conde  Nost  43 
Conseco  120 
Continental  Insurance  156 
Coopers  &  Lybrond  26 
Credito  Itoiiano  102 


Credit  Lyonnois  54,  102 
Credit  Notional  54 
Credit  Suisse  102 
Cyrix  146 

D 


Doimler-Benz  110 
Dovis  &  Geek  97 
Dean  Witter  60 
Dell  Computer  64 
Deutsche  Bonk  102,  1 10 
Digital  Equipment  146 
Discovery  Zone  122 
Donoldson,  Lufkin  & 
Jenrette  26,  1 19 


Elf  Aquitaine  54 
ESD  Research  97 


Femso  108 
Fidelity  110 

First  Boston  102,  104,  108 
Florida  Morlins  124 
Florida  Panthers  124 
Ford  64,  126,  162 
Furmon  Selz  1 26 


GE  30,64 

Georgia-Pacific  60 
Gerber  64 

GM  64,  126,  134,  162 

Goldman  Sachs  102,  106, 
108,  110,  112,  120 

Groupe  Bull  54 

H 


H&R  Block  Foundotion  152 
Hallmark  Cords  152 
Hommermill  Popers  60 
Hauser  Communicotions  138 
Heidrick  Partners  43 
Home  Brewery  158 


IBM  64,  100,  122,  146 

Ibottson  Associates  154 
Indiana  Bell  144 
Intel  146 

International  Paper  60 
Inverness  Castings  126 


y  Aron  110 

Johnson  &  Hpggins  119 

K 


Konsos  City  Royals  152 
Kansas  City  Southern 

Industries  152 
Kemper  26,  144 
Kidder  Peabody  144 
Kimberly-Clark  108 


Lozord  Freres  102 
Lehman  Brothers  102,106 
Lever  Brothers  32 
Liberty  Media  30 
Lincoln  American  Life  120 
Lloyd's  of  London  1 19 
Lotus  Development  37 
Louisiana-Pacific  60 

M 


Manning  &  Napier 

Advisors  120 
Marketing  Corp  of 

America  32 
Marsh  &  McLennan  119 
Martingale  Asset 

Management  1 54 
McDonald's  60 
McGraw-Hill  28 
MCI  138 
Mediobanca  1 02 
Merrill  Lynch  102,  106,  112, 

120,  138 
Metro-Goldwyn-Moyer 

Pictures  54 
MFS  Communications  133, 

144 

Miami  Dolphins  124 
MicroDesign  Resources  146 
Microsoft  1 46 
Milwaukee  Brewers  152 
Mitsubishi  68 
MMS  International  28 
Mobil  30 

Morgan  Grenfell  102 
Morgan  Guaranty  26 
Morgan  (J. P.)  102,  108,  110 
Morgan  Stanley  102,  106 
Morningstor  154 
Morris  Air  30 
Motorola  30,  64,  146 

N 


National  Fidelity  Life  120 
NotionsBonc  Capital 

Markets  148 
NationsBank  60 
NotWest  Securities  122 
New  York  Mets  43 
Nippon  Telegraph  & 

Telephone  100 
Nomura  102 
Northern  Airlines  40 
Nynex  64,  138 


Oppenheimer  106 
P 


Pacific  Telesis  Group  138 
Packard  Bell  Electronics  54 
Paramount 

Communications  30,  43,  54, 

122, 138,  144 
Petroieos  Mexiconos  50 
Pfizer  34,  126 
P.H.  Glotfelter  60 
Philip  Morris  32 
Primadonna  Resorts  120 
Primerica  120 
Procter  &  Gamble  32,  64 


QVC  Network  30,  43,  122 


Republic  Pictures  12 
Rite  Aid  34 
RLI  156 

Runzheimer  Internatio 


Salomon  Brothers  IC 

106,  119,  152 
Sands  Brothers  120 
Sonford  C.  Bernstein© 
Schering-Plough  34 
Sego  122 
Sharp  156 
Simon  &  Schuster  4^ 
Societe  Generate  IC 
Sony  156 

Southwest  Airlines  4 
Southwestern  Beil  2i\ 
Spectrum  Informatior 

Technologies  43 
SpectRx  97 
Spelling  Entertamme 
Sprint  138,  144,  15: 
SRI  International  IQi 
Stondord  &  Poor  s  1  , 
State  Form  156 
Steinbeis  Temrr.ir 
Strategic  Income 
Swiss  Bonk  102 


Tele-Communicotion^lK 

37,  38,  138 
Telefonica  de  Esponcl 
Telefonos  de  Mexic : 
Tenneco  32 
Texas  Instruments  1' 
The  Gap  60 
Time  Warner  60,  13 
Toyota  134 
Travelers  120 


U  S  West  138 
Union  Bank  of 

Switzerland  102 
Union  Camp  60 
Union  Carbide  30 
Union  des  Assurance 

Paris  54 
United  Airlines  40 
Upjohn  34 
U  S  West  138 
UTEL  64 


Vouxholi  Motors  13- 
Viacom  122,  138 
Virgin  Retail  Group 
Volkswagen  110,  K 

w 


Wol-Mort  152 
Waldenbook  42 
Walt  Disney  43,  58, 
Waste  Management|8 
Western  National  1 
Wisconsin  Br  '  144  . 
Women's  Equity  Muiil 

Fund  158 
Wyott  68 


YPF  102 
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11  COMPANIES  (S&P  MIdCap  Index) 
COMPANIES  (Russell  2000) 
IMPANIES  (Russell  3000) 

3645.1 
173.5 
255  0 
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1.2 
-1.7 
-1.1 
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S&P  500  PRICE/EARNINGS  RATIO 
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21.9 
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2.77% 
21.7 
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S&P  500  26-week  moving  average 
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415.5 
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0.39 
2.56 
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ADCASTING 
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TELE-COMMUNICATIONS 

24  6 
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30  Vs 

D  MINING 

18.2 

59.0 

PLACER  DOME 

24.8 

103.2 

23  % 

PITAL  MANAGEMENT 

17.4 

49.4 

NATIONAL  MEDICAL  ENTERPRISES 

45.2 

13.9 

11  'A 

:IALTY  APPAREL  RETAILERS 

15.7 
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GAP 
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% 
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IRANCE  BROKERS 

-8.1 

-10.2 

ALEXANDER  &  ALEXANDER  SERVICES 

-14.7 

-23.8 

19  5/8 

PERTY-CASUALTY  INSURERS 

-7.3 

9.8 

USF&G 

-19.7 

39.0 

14  'A 

NINE  TOOLS 

-6.8 

37.3 

CINCINNATI  MILACRON 

-9.0 

64.0 

22  ¥4 

DWARE  AND  TOOLS 

-5.5 

20.8 

BLACKS.  DECKER 

-7.1 

22.7 

19  % 

KERAGE  FIRMS 

-4.8 

74.2 

BEAR  STEARNS 

-10.6 

63.7 

22  Vi 

MORNINGSTAR  INC. 
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Four-week  total  return 
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4-week  total  return 


I  i    Average  fund 

52-week  total  return 


J  4GT0N  STRATEGIC  INVESTMENTS  17.3 

I  iNHEIMER  GLOBAL  BIO-TECH  16.2 
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:  total  return  % 


EOUIFUND  ITALIAN  NATIONAL  FIDUCIARY  EQUITY  -5.5 
DFA  JAPANESE  SMALL  COMPANY  -4  8 

CAPPIELLO-RUSHMORE  UTILITY  INCOME  -2  2 


52-week  total  return 
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IGTON  STRATEGIC  INVESTMENTS  1817 
>  GROWTH  99  5 
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PILGRIM  CORPORATE  UTILITIES  -1 1 .5 
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amounts 
xit  the  present 
if  $10,000 
ci  one  year  ago 
^  portfolio 

jj  ages  indicate 
I'  '  total  returns 


Foreign  stocks 
$14,090 

-0.89% 


Treasury  bonds 
$12,806 

+0.58% 


U.S. stocks 
$11,456 

+1.10% 


III! 


Gold 
$10,679 

+1.61% 


Money  market  fund 
$10,220 

+0.04% 


'I  n  this  page  are  as  of  market  close  Wednesday,  Oct.  20,  1993,  unless  otfierwise  indicoted.  Oct.  19.  Mutual  fund  returns  are  OS  of  Oct.  15.  Relative  portfolios  ore  valued  ( 
*  roups  include  S&P  500  companies  only;  performance  and  shore  prices  are  OS  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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FEAR  NOT 

THE  PHONE-TV  BEHEMOTH 

It  was  a  compelling  dream:  Phone  companies  and  cable  TV 
companies  would  invade  each  other's  markets,  and  cus- 
tomers would  be  the  winners  in  this  clash  of  titans. 
Prices  of  both  phone  and  cable  service  would  plunge,  and 
high-capacity  optical  fibers  would  spread  like  kudzu.  Well,  the 
warriors  are  getting  married:  witness  the  $12  billion  merger 
of  Bell  Atlantic  Corp.  and  Tele-Communications  Inc. 

Does  this  urge  to  merge  mean  that  government  will  have 
to  shackle  the  new  telco-cable  behemoths?  Not  necessarily. 
Competition  can  indeed  exist.  Only  instead  of  phone  vs.  cable, 
there  will  be  competing  teams  in  each  market,  each  made  up 
of  telephone  and  cable  partners.  That  makes  sense:  Tele- 
phone and  cable  companies  have  complementary  technical 
strengths,  and  keeping  them  at  arm's  length  would  be  foolish. 

Competition  can  work,  given  a  fair  chance.  Goverhment 
should  preserve  diversity  by  barring  phone  companies  from 
buying  existing  cable  operators  within  their  own  regions 
and  vice  versa.  Such  laws  are  on  the  books,  and  the  courts 
should  heed  the  government's  appeal  to  let  them  work.  To  its 
credit,  Bell  Atlantic  has  said  it  will  divest  TCI  properties  in  its 
phone  market,  even  though  a  recent  court  decision  gives  it  a 
rationale  for  hanging  on  to  them. 

Another  principle:  Telephone  customers  shouldn't  have 
to  finance  futuristic  video  schemes.  The  cleanest  way  to 
protect  them  is  to  limit  prices  of  basic  phone  services,  which 
are  already  regulated.  That  way,  Nynex  Corp.  can  invest  in 
anything— as  long  as  a  call  from  Schenectady  to  Syracuse 
doesn't  go  up  in  price. 

What  about  access  to  the  new  networks?  Poor  areas  won't 
be  the  first  priority  for  profit-minded  companies  as  they 
build  information  highways.  Nevertheless,  all  Americans  can 
have  access  to  them  through  taxpayer-supported  highway 
"ramps"  in  schools  and  libraries. 

The  wedding  of  telephone  and  cable  companies  comes  as  a 
shock  to  government  guardians  of  communications.  But  they 
should  feel  redeemed.  The  information  highway  is  no  longer 
just  the  dream  of  Al  Gore  and  others  but  a  technological  vi- 
sion backed  by  billions  of  dollars'  worth  of  private  invest- 
ment. That,  in  the  end,  is  usually  the  best  industrial  policy. 


WHAT  GM 

NEEDS  TO  DO  

Building  teams  is  a  new  organization  art  form  for  Cor- 
porate America.  Getting  people  to  work  together  suc- 
cessfully has  become  a  critical  managerial  skill.  Those 
companies  that  learn  the  secrets  of  creating  cross-functional 
teams  are  winning  the  battle  for  global  market  share  and 
profits.  Those  that  don't  are  losing  out. 

Take  General  Motors.  Both  Ford  and  Chrysler  are  picking 
up  market  share  in  the  U.  S.  because  each  in  its  own  way 
has  discovered  how  to  build  product-development  teams 


that  generate  successful  new  models.  Their  method:  Brin 
gether  people  from  engineering,  design,  purchasing,  man 
turing,  and  marketing,  and  make  them  responsible 
group  for  the  new  car.  Then  destroy  all  bureaucracy  a 
them,  except  for  service  support. 

GM  has  yet  to  do  this.  Its  team  members  remain  ti< 
their  old  structures— the  engineers  to  engineering,  pur 
ing  agents  to  the  purchasing  department.  Decisions  a 
made  for  the  good  of  the  new  product  but  to  satisfy  at 
tic  requirements  of  ancient  bureaucracies  (page  126). 

GM's  new  CEO,  Jack  Smith,  is  beginning  to  move  ag 
the  auto  giant's  byzantine  bureaucracy,  but  he  has  a 
way  to  go.  He  has  cut  corporate  staff  and  acceleratec 
unification  of  gm's  operating  divisions  into  a  single  ^ 
American  Operations  structure.  Smith  knows  the  prob 
The  question  is,  can  he  move  fast  enough  to  solve  thei 


CLINTON'S  FOREIGN  POLld 
THERE  IS  A  VISION 

Piling  on  is  a  great  American  political  sport,  and 
Administration's  gaffes  in  Bosnia,  Somalia,  and 
are  leaving  the  President  black  and  blue.  Conur^ 
lashing  out,  trying  to  curb  his  power  to  maneuver 
seas.  And  media  critics  hoot  that  the  Clinton  Admin  is  i  i , 
is  hopelessly  adrift  in  defining  a  post-cold-war  foreign  j 
The  truth  is  far  more  complex.  In  reality,  the  (  i 
Administration  has  already  succeeded  in  shifting  U.S.  U  : 
policy  from  military  and  ideological  confrontation  with  tl 
viet  Union  to  global  economic  competition  with  Asia,  Fa 
and  the  rest  of  the  world. 

This  policy  shift  is  welcome.  What,  after  all,  an  ; 
U.  S.'s  foreign-policy  interests?  At  the  top  of  the  list:  f(it 
ing  market  reform  and  democracy  in  Russia.  That  allow  ■ 
build-down  of  the  military-industrial  complex  in  Am'i 
freeing  resoui'ces  to  help  out  the  budget  deficit.  Clinton'.'S 
port  of  Boris  Yeltsin  has  been  correct  from  the  start. 

Expanding  fi-ee  trade  is  also  high  on  the  list.  Again, I 
ton  has  set  the  agenda  by  fighting  for  the  North  Amtit 
Free  Trade  Agreement  against  his  own  Democratic  I" 
hanging  tough  with  France  on  concluding  a  major  nv^v 
eral  Agreement  on  Tariffs  &  Trade,  battling  with  Jap 
new,  measurable  market-access  targets,  and  backing  . 
companies  in  China  by  instituting  high-level  talks. 

Many  of  the  Administration's  most  vociferous  critic 
see  the  world  through  cold-war  eyes.  They  don't  i 
that  however  painful  conflicts  such  as  those  in  Hail 
Somalia  may  be,  the  death  of  communism  makes  ni' 
them  peripheral  to  America's  core  interests.  That  <i 
mean  that  using  U.  S.  power  for  humanitarian  purpose-  • 
Somalia,  or  to  promote  democracy,  as  in  Haiti,  is  to  I » 
ly  avoided.  The  President  is  right  in  refusing  to  cut  an 
But  there  should  be  strict  limits  on  the  resources  ex\iu 
Mo.st  important,  Americans  must  come  to  realize,  as 
peans  have,  that  intervention  in  the  Third  World  will  ( 
ue  to  be  messy,  frustrating,  and  at  best,  only  marginal! 
cessful.  In  the  post-communist  world,  America's  self-in 
lies  in  meeting  the  challenge  of  the  new  global  econoi 
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Where  time  confornW 
to  your  wishes. 

With  our  newly  redesigned  InternatioBal  First  Class 
service,  time  is  indeed  what  you  makllt. 

Because  now  you  have  the  option  of  designing 
your  own  flight  experience.  Indicating  whether  you 
prefer  full  meals  or  light  repasts,  determining  the' time 
you  wish  to  wake,  even  the  pace  at  which  you  dine. 

After  all,  we  want  you  to  have  proper  time  to  • 
savor  Beluga  caviar,  Dom  Perignon  Champagne  and 
the  many  other  refinements  of  our  renowned 
International  First  Class  service. 

Come  fly  the  airline  that's  uniting  tfee  world.  Come 
fly  the  friendly  skies.  ^1 


United  Airlines 
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If  our  name 
is  foreign  to  you,  maybe  it's  be 
cause  we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others 
qD    Together  with  Sun  Microsystems,  we  developed 
the  RISC  chip  that  brought  mainframe  power  to  desktop 
computing.  And  helped  make  Sun  the  leading  workstation  manu- 
acturer  worldwide.  qD  With  U.S.  regional  Bell  operating  compa- 
is,  we're  revolutionizing  commercial  service  by  creating  the  world's 
;t  switching  system  capable  of  handling  voice,  data  and  video  over 
)  public  network.  qD  We've  built  R&D  and  manufacturing  facilities 
)m  California  to  Connecticut.  Building  on  our  reputation  as  the 
Grid's  second  largest  computer  company.  And  creating  advances 
Tom  the  smallest  and  lightest  portable  pen  computers  to 
someof  the  world's  fastest  supercomputers.  cP  We're  cele- 
brating 25  years  well-spent.  Not  so  much  on  publicity  as 
on  products  that  create  possibilities.  So  if  you're 
looking  for  our  name  in  the  future,  just  look 
behind  some  of  the  biggest  names 
in  America. 


cP 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


onwlnles  reinforces  the  critical  importance  of  the  three-point  seat  belt.  In 
a  all  reach  the  same  conclusion:  You  should  wear  it  at  all  limes. 


■1 

EGc-72BlQ-'it 
MGA050 

ensors  and  accelerometers.  We  place  these  devices  throughout  the  body  -  in 
<mmy- to  monitor  the  force  of  impact  these  areas  receive  in  a  crash. 


\ie  crash-test  dummies  of  many  different  shapes  and  sizes,  since 
the  people  who  drive  Lexus  automobiles  come  in  all  different  shapes  and  sizes. 
When  It  comes  to  safety,  one  size  does  not  fit  all. 


In  the  realm  of  safety  crash-testing,  man  is 
not  the  measure  of  all  things.  Dummies  are. 
So  it  follows  quite  logically,  the  better  the 
dummy,  the  better  the  car. 

At  Lexus,  we  employ  what  could  be  re- 
ferred to  as  the  intelligentsia  of  crash-test  dum- 
mies. After  all,  they  are  extremely  sophisticated 
machines  that  can  do  more  than  simply  take  a 
hit.  In  fact,  they're  designed  to  act  human.  As 
such,  they  can  think.  (They  are  equipped  with 
computers.)  And  they  can  feel.  (They  are  wired 
with  sensors  and  accelerometers,  placed  at 
strategic  points  throughout  the  body.) 

Above  all,  our  dummies  are  designed  to 
help  save  lives,  by  showing  us  how  our  cars  can 
better  protect  the  people  who  ride  in  them. 

So  while  it's  still  impossible  for  us,  or  any 
other  carmaker  for  that  matter,  to  build  an 
automobile  that  will  guarantee  your  survival 
in  an  accident,  you  can  be  assured  of  one 
thing:  Our  crash-test  dummies  are  trying 
everything  humanly  possible. 

® 

The  Relentless  Pursuit  Of  Perfection. 


^ all  speed  laws.  For  more  informalwn.  call  800-872-5398  (800-USA-I.E.\USl. 
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TALK  SHOW 

Anyone  who  thinks  this  is  for  power  or  glory  has  got 
the  mvng  guy. 

—Viacom  International  Cluiinnan  Sumner  Redstone  as  he  announced  he  i 
raising  his  takeover  bid  for  Paramount  Communications  to  nearly  SIO  bil 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


INFLUENCE  PEDDLERS 

ANOTHER  CLOUDED 
CLINTON  APPOINTEE 


The  export-hungry  CUnton 
Administration  has  a  con- 
troversial choice  for  top  pro- 
moter of  U.  S.  products 
abroad:  Lauri  Fitz-Pegado. 
Two  yeai's  ago,  as  Washington 
mulled  going  to  war  in  the 
Persian    Gulf,  Fitz-Pegado 


l)ies  from  hospital  respirators. 

But  in  early  1992,  it  came 
to  light  that  the  girl,  identi- 
fied at  the  time  only  as  Nayi- 
ra,  a  recent  escapee  from 
occupied  Kuwait,  is  the 
daughter  of  Saud  Nasir  Al- 
Sabah,  Kuwaiti  Ambassador 
to  the  U.  S.  A  Kuwaiti  gov- 
ernment study  found  that  the 
liaby-incubator  testimony  was 
based  on  a  "single  incident." 
Fitz-Pegado  told  a  60  Min- 
utes interviewer  at 
the  time  that  she 
hadn't  meant  to  de- 
ceive and  believed 
Nayira's  story.  Hill 
&  Knowlton  says  the 
firm  knew  about 
Nayira's  family  ties, 
T)ut  claims  Congress 
wanted  it  withheld. 
Fitz-Pegado  isn't  an- 
swering press  quer- 
ies    these  days. 


BARRY 

Three 

months 

fitveeU 


ON  60  MINUTES:  Ftt:-PvgMl»  Irightl 
kiKiiriitij  Ihdl  Niu/iro's  lale  stretcher! 


denies 
things 


helped  Hill  &  Knowlton's  Ku- 
waiti clients  whip  up  support 
for  U.  S.  intervention  with 
tales  of  Ii'aqi  atrocities.  As  a 
managing  director  of  intei'na- 
tional  affairs  for  the  public- 
relations  firm,  she  prepped 
15-year-old  Nayira  Al-Sabah 
to  aijpear  l)efore  the  U.  N.  Se- 
curity Council  and  Congress 
and  testify  that  she  saw  Iraqi 
soldiers  remove  Kuwaiti  ba- 


Named  to  head  the 
Commerce  Dept.'s 
U.  S.  &  Foreign 
Commercial  Service,  Fitz- 
Pegado,  38,  has  an  0.  K.  fi'om 
the  Senate  Banking  Commit- 
tee, which  api)arently  didn't 
know  alx)ut  the  Kuwait  flap. 
She  still  needs  a  nod  fi'om  the 
Commerce  Committee  and  the 
full  Senate.  A  Commerce 
Dejit.  spokeswoman  says 
judging  her  on  that  lone  inci- 
dent would  be  "unfair  and  un- 
fortunate." DoiH/las  Hofhrcclit 


CITY  LIFE 


THE  lANDLORD  KNOCKS 
ON  SULLIVAN'S  DOOR 


Chicago  is  still  zapping 
moneyman  Barry  Sullivan, 
even  though  he  decamped  for 
New  York  a  year  ago.  The 
latest:  His  landlord  back  in 
the  Toddlin'  Town  is  suing  the 
former  First  Chicago  chair- 
man for  $13,226  in  back  rent 
on  Sullivan's  Gold  Coast  digs. 
That's  for  three  months  in 
1992  when  the  place  stood  va- 
cant before  the  lease  expired. 


Sullivan,  now  New 
City's  deputy  mayor  fo 
nance  and  economic  dev' 
ment,  says  the  Sudler  f 
real  estate  outfit  has  w; 
till  now  to  pressure 
through  embarrassment  i 
his  boss.  Mayor  David 
kins  faces  a  tight  electioi 

Sullivan  left  First  Chi 
under  a  cloud  in  mid- 199 
ter  his  go-go  strategy  tu 
into  a  morning  after  of 
loans.  Plus,  although  Sul 
wasn't  involved,  his  assis 
was  convicted  of  acceptin 
million  in  kickbacks.  An 
took  the  heat  when  son 
the  bank's  top  officer; 
legedly  ran  a  high-stakes 
ketball  pool.  Sullivan  say 
didn't  know  about  the 
back  scheme  and  won't 
ment  on  the  betting  pool 

Sullivan  isn't  a  hard 
case.  He  has  a  $780,000 
year  consulting  contract 
First  Chicago,  and  he  dor 
his  $112,000  salary  to  chg 
His  lawyer  says  he's  not 
ing  because  the  landlord 
taged  his  plan  to  sublet 
place.  David  Grei 


CORPORATE  COURTSHIPS 

VOLVO:  JIHERS  AT  THE  ALTAR 


The  proposed  Volvo- Renault 
merger  has  developed  en- 
gine trouble.  The  problem:  A 
group  of  Volvo  shareholders 
objects  that  the  deal  favors 
French-government-owned  Re- 


A  I.  I  f  Y 


ALAN  GREENSPAN  SAYS  Federal  Re 
serve  Board  policy  decisions  should  remain 
secret  until  the  Fed  chooses  to  unveil  them  six 
weeks  later.  Responding  to  congres- 
sional critics  who  want  to  open 
up  the  process,  the  Fed  boss 


IN  REALITYf  the  Fed  periodica 
ly  leaks  word  of  policy  changes, 
so  it  has  no  call  to  act  so  high- 
and-mighty.  As  a  matter  of  fact, 
a  recent  study  by  two  economists  at 
the  St.  Louis  Fed  found  that  early  release  seldom 
has  o  big  effect  on  the  markets,  because  Wall 
Street  is  rarely  surprised  by  Fed  decisions.  Ger- 


says  a  tight-lips  policy  helps  the  central  bank 
avoid  creating  turbulence  in  the  credit  mar- 
kets. Plus,  he  soys,  airing  details  of  what  goes 
on  in  Fed  meetings  would  squelch  free 
and  frank  discussion.  Now,  only 
sketchy  summaries  are  released. 


many's  Bundesbank  frequently  an- 
nounces decisions  at  a  press  confer- 
ence  held  the  day  it  votes.  As  far  as 
■  \  doings  inside  the  Fed,  the  only  things 
J  that  should  be  kept  under  wraps  are 
contingency  plans  for  possible  future  rate  cuts  or 
hikes.  Otherwise,  why  not  release  full  accounts 
of  a  public  body's  meetings  within  a  week? 


nault,  which  would  get 
of  the  combined  company, 
dissidents  say  that  impro 
fortunes  at  the  once-a 
Swedish  outfit  entitle  it 
bigger  share.  The  much 
er  Renault  also 
i)ugs  them  by  in- 
sisting on  a  provi- 
so that  allows  it  ; 
to  block  purchas- 
es of  more  than 
10%  of  the  new 
company's  shares. 

A  showdown  is 
looming    at  the 
Volvo  stockhold- 
ers' meeting  on 
Nov.  9.  The  dissidents  cm 
just  29%  of  the  vote 
they're  hoping  to  enlisi  i 
tutional  shareholders,  ; 
sive  bunch  in  Sweden.  1 1 
es  of  success?  In  1979,  h  i 
unrest  aborted  Volvo' 
,ger  with  Norwegian  oi 
l)anv  Statoil.      Atiaix  > 


6  BUSINESS  WEEK/NOVEMBER  8,  1993 


I  nagine  if  travel  were  simply  an  expression  of  your  own 
!  ody... imagine  that  as  soon  as  you  desired  being  there,  you  were 
lere.  A  dream.  Of  course  there  is  always  Swissair.  Swissair  puts 
3u  wherever  you  need  to  be,  to  110  destinations  all  over  the 
orld,  55  in  Europe  alone.  Via  a  quick  and  easy  jump  in  and  out 
f  Zurich  or  Geneva,  where  time  saved  is  time  gained.  For 
iservations,  call  your  travel  agent  or  Swissair  at  800-221-4750. 
wissair.  Time  is  everything^" 


AFTERLIVES 


STOP  ME 

BEFORE  I  SKILL  AGAIN 


Daryl  Gates,  the  iron-fisted 
ex-police  chief,  isn't  twiii- 
inj^  his  stick  on  the  streets  of 
Los  Angeles  anymore,  but 
he's  ready  for  ac- 
tion—of the  virtual 


GATES'S  CAME:  (iritlji.  antht  jitic 


kind.  Gates,  who  stepped 
aside  last  year  in  the  wake 
of  the  Rodney  King  furor,  has 
lent  his  name  and  expertise 
to  a  new  multimedia  comi)ut- 


SHOW  BIZ 

LIFTS  FOR 
LATIN  LOVERS 


Elevator  music  is  going  Lat- 
in. Muzak,  which  has 
pumped  out  bland,  soothing 
sounds  for  60  years,  is  chas- 
ing the  Spanish-speaking 
audience  with  a  new  music 
program.  "The  Hispanic  jjopii- 
lation  is  growing  faster  than 
any  other"  U.  S.  ethnic  gi"oup, 
reasons  John  Jester,  president 
of  the  Seattle-based  company. 
But  those  who  like  their  .sa/.so 
hot  will  be  disappointed.  The 


er  game  called  Police  Quest 
IV:  Open  Season. 

The  game  doesn't  grai)ple 
with  anything  resembling  the 
devilish  political  and  ethical 
prol)lems  Gates  suffered  after 
the  videotaped  beating  his  of- 
ficers meted  out  to  King.  In- 
stead, it's  a  tense  whodunit, 
with  the  cops  as  the  good 
guys:  An  LAPD  detective  is 
the  hero  who  must  catch  a 
serial  killer  without  getting 
iced  himself.  The  maker  of 
the  $70  game.  Sierra  On-line 
Inc.  in  Oakhurst,  Calif.,  hired 
Gates  for  an  undisclosed  sum 
to  infuse  it  with  gritty  au- 
thenticity gleaned  from  his  43 
\  ears  on  the  force. 

Gates  is  a  busy  guy.  "When 
I  retired,  I  told  myself  I 
A  asn't  going  to  do  anything 
that  wasn't  fun,"  he  says.  He's 
also  on  the  rubber-chicken  cir- 
cuit and  has  a  two-hour  week- 
ly L.  A.  radio  call-in  show. 

Has  Gates  mellowed?  Not 
iiuite.  In  the  game,  the  hero 
is  confronted  by  a  dog.  "I 
would  have  shot  the  dog," 
Gates  says  with  a  smile.  But 
the  game-meisters  flidn't  want 
that  much  gritty  authenticity. 
They  settled  for  tossing  the 
hound  a  bone.  □ 


new  playlist,  Latin  Styles, 
features  mostly  lulling  tunes 
from  Julio  Iglesias,  Gloria 
Estefan,  and  other  middle-of- 
the-road  types.  □ 


DRAWN  AND  QUARTERED 


Tt<:WHO\.OQ\^t>  m  500K  ^  ^mWJQVi^  KTCTfcU.Y 

3   4  ^ffl<r  ■ 

MMIll  1  ■IIJW 

MIGRATIONS 

STEPPING  OUT 
OF  THE  PICTURE 


The  top  job  isn't  the  only 
one  open  at  Eastman  Ko- 
dak. Ever  since  Chairman 
Kay  Whitmore  got  his  walk- 
ing papers  from  the  board  in 
August,  his  fellow  executives 
have  been  retiring  at  a  rapid 
clip.  Insiders  say  the  exodus 
of  top  people,  along  with  the 
delay  in  replacing  Whitmore, 
is  hobbling  decision-making  on 
major  issues. 

Of  the  10,000  jobs  Whit- 
more vowed  to  cut,  only  a  few 
hundred  have  been  identi- 
fied—and none  axed  yet.  And 
there's  doubt  that  the  plannefl 
move  of  the  North  American 
imaging  marketing  group  to 
Washington  from  headquar- 
ters in  Rochester,  N.Y.— 
meant  to  shake  off  its  alleged 
insularity— will  happen.  Mo- 
rale is  suljterranean  now. 

Latest  to  announce  his  re- 
tirement is  William  Fowble, 
55,  the  No.  2  executive  in  the 
core  imaging  group,  which 
handles  film  and  the  like.  Two 
top  corporate  jobs  also  are 
vacant:  senior  vice-president 
for  communications  and  public 
affairs,  and  top  human-re- 


sources executive.  The 
pany  has  been  without  a  I 
financial  officer  since  ChJ 
pher  Steffen  abruptly! 
signed  in  April. 

Insiders  are  abuzz  ove| 
futures  of  the  top  two  linl 
ecutives,  who  have  been| 
by  the  boai'd  they  aren't 
didates  for  the  CEO  slot, 
ulation  is  that  Wilbur 
Prezzano,  52,  who  heads 


$5.1  billion  health-care 
division,  is  mulling  a 
ture  if  the  new  CEO  ch:i  ■ 
his  responsibilities.  Leo  "■' 
Thomas,  57,  the  imagiiv. 
cho,  also  is  rumored 
fi'ustrated  and  considerinui 
options.  None  of  these  Kc; 
folks  would  comment. 

What's  next?  The  !.< 
has  a  meeting  slated  foi 
12,  but  an  announcemcii 
Whitmore's  successor  ci 
take  longer.   Mark  Mam, 


THE  BIG  PICTURE 


A  third  of  the  wea 


mmmmmmmmmmmmm 


ecutive  jobs,  says  a  U.S.  Trust 
ture. 


1  T 


T 


I. 


HOW       ENTREPRENEURSHIP  PROFESSIONAL  LUN,  MEDICINE 

THEY  46%  29% 

^S^\     COT  CORPORATE  EXECUTIVE  INVESTORS 

r^AI    THERE:        33%  15% 


lONAL  tM,  MEDICINE        HOW  ENTREPRENEURSHIP 

29%  TO  53% 

INVESTORS  GET        CORPORATE  EXECUTIVE 

15%  THERE:  23% 

RESPONDEKIS  WERE  ALLOWED  TO  CHOOSE  MORE  THAN  ONE  UrEGORV 


PROFESSIONAL  LM,MEDICINE 
61% 
INVESTORS 
25% 


FOOTNWS 


Amount  the  IRS  recovers  on  the  dollar  in  tax  cases  of  $10  million  or  more:  17t.  In  smaller  cases:  42(. 
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Current  analyses  of  the  Marketplace  strongli)  suggest  that 
ctronic  instriments  will  grak  an  ever  increasing  snare  of  the  Narkfrt'' 

wisical  instriments.  To  stay  conpetitive  in  the  next  decade,  Encore' 
/(  pursue  this  growing  business.  Executive  NanageNent  is  coNmtted  to 
ing  a  sizable  investNent  in  research  and  developwent  over  the  next 

years  to  Make  this  possible,  To  this  end,  Encore  will  forM  an 
ctronic  InstruM^nts  division  headed  by  Dice  President  Don  Hall,. The 
^in^  organization  will  be  renaMed  the  Acoustics  division  to  be 
ded  by  Uice  President  Greg  Perlot, 

i/tf  M  set  tlm? 

tfliile  our  entry  into  the  electronic  instruMent  business  Means  the 
pany  will  need  to  recruit  outside  personnel,  executive  ManageMent  is' 
t  interested  in  Moving  a  core  group  of  current  product  Managers  to 


In  1981,  Microsoft  created  the  MS-DOS  operating  system. 
!  first  time,  it  became  possible  for  you  to  work  on  a  personal  computer 
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In  1990,  Microsoft  Windows  3.0  gave  your 
computer  a  friendly  personality  that  made  it  easier  to  use. 


THE  LAST 
FEW  YEARS 
HAVE  BEEN 
LEADING  UP  TO 
SOMETHING. 


Now  in  1993,  Microsoft  introduces 
a  whole  new  way  to  work  with  your  computer. 


J 


INTRODUCING  THE 
NOW  ALL  YOUR  PROGRAR 


Want  a  word  processor 
that's  dramatically 
easier  to  use?  Consider 
new  Word  6.0.  It  under- 
stands how  you  work, 
so  it  does  things  like 
fix  typos  instantly.  And 
formats  your  docu- 
ments automatically. 


May  we  present  the 
world's  first  intelligent 
spreadsheet,  new 
Microsoft  Excel  5.0. 
It  performs  your  rou- 
tine tasks  for  you  so 
you  can  focus  on  your 
data.  To  change  a  chart 
just  drag  and  drop  the 
new  data  into  place. 


The  Microsoft  Access 
database  is  the  most 
flexible  and  powerful 
way  to  work  with  infor 
mation.  Want  to  know 
which  clients  placed 
an  order  today?  The 
answer  is  a  point  and 
click  away. 


Instantly  turn  any  in- 
formation into  effec- 
tive presentations 
using  new  Pov>  rPoint 
4.0.  Helpful  wizn'-is 
guide  you  througi 
steps  to  get  the 
results  you  want. 


MICROSOFT  OFFICE. 
rORK  TOGETHER  LIKE  ONE. 


Window  Help 


Ji 


IT 


100% 


IB  The  Microsoft  Office  Manaqer  CI 


ite 


:t  managers 

belief  that  Encore's  future  lies  with  the 
>ement  is  particularly  interested  in 
ents  and  professional  studio  products 
I  Europe  and  North  America. 
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In  the  history  of  computing,  this 
is  the  next  milestone  -  programs  that 
don  t  just  coexist,  but  thrive  together. 

Individually,  they're  the  worlds 
most  popular  programs.  Collectively, 
they're  the  new  Microsoft  Office* 

At  the  core  of  the  Microsoft  Office 

is  OfficeLinks.  For  the  first  time,  you 

can  use  tools  from  other  programs 

without  leaving  the  document  you're 

' '      With  Microsoft  Office 
IVIanager  IIVIOIVII  you 
^p^j  can  switch  between 
'"W  programs  in  the  hiink 
i     of  an  eye.  Now  com- 
hining  words,  num- 
bers and  graphics  is 
downright  natural. 


in. To  share  information  between  pro- 
grams, simply  drag  and  drop  it. 

And  our  IntelliSense  technology 
recognizes  what  you  want  to  do  and 
helps  you  do  it.  So  everyciay  tasks  are 
automatic  and  complex  tasks  are  easy. 

Visit  your  reseller  today  or  call 
(800)  426-9400,  Department  KX5,  to 
find  one  near  you.  And  cfiscover  a 
whole  new  wav  to  work. 


McTosoiOffice 


'MitTDsutt  E\cel.  Word,  the  I'nwfrPoint  prct-ntanun  ^^r.iphics  progr.im  .mil 
Mitnisoft  Atti-ss  .ire  .ill  p.irt  iif  the  Mitrosiift  Offitc  family  of  progr.im-. 
Mitrosofr  Offiif  Priifosion.ll,  shown  here,  nulujes  these  programs,  plus  .1 
ssoiksi.ition  litense  lor  .Mierosott  .M.iil  (server  .ind  software  .m]uired  scp.ir.itclvl 
hi  the  511  United  St.ues,  e,ill  (Slldl  426-94IW).  Dcpt  KX5.  In  C,in,ida,  e.ill  (SllO) 
S61-9IJ4.S;  outside  the  U,S  .ind  C.inad.i,  eall  vour  loeal  Mitrosofr  subsidiary 
or  anh)  9!6-»66l.  ©  WW  Mitrosofr  Corporarion.  Ail  righrs  reserved  Mitrosofi. 
Mitrosofr  Attcss,  MS-DOS  and  PowerPoint  are  registered  trademarks  and 
IntelliSense  .vnd  Windows  are  trademarks  of  Mitrosofr  Corporation. 
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THE  DAMAGE  OF 

CORPORATE  DOWNSIZING  

Congratulations  to  Robert  Kuttner  for 
having  the  courage  and  foresight  to 
point  out  a  dangerous  paradox  in  Corpo- 
rate America's  thinking  ("Talking  mar- 
riage and  thinking  one-night  stand,"  Ec- 
onomic Viewpoint,  Oct.  18). 

Employees  know  that  words  are 
cheap  and  actions  are  dear.  No  amount 
of  exhortations  to  commitment,  loyalty, 
or  impi'oved  productivity  for  the  "team" 
or  "family"  have  any  meaning  when  peo- 
ple believe— and  rightly  so— that  they 
may  be  temiinated  at  a  moment's  notice. 
This  doublespeak  emanating  from  top 
management,  consultants,  and  academics 
contributes  to  increasing  fear  and  loath- 
ing on  the  part  of  employees  and  rein- 
forces the  "me  first  and  only"  ethic  prev- 
alent in  American  business  and  society. 

Another  reason  to  rethink  these  poli- 
cies is  that  continued  downsizing  and 
the  threat  of  reductions  virtually  guaran- 
tee suljoptimal  performance  on  the  part 
of  those  left  in  organizations.  The  "survi- 
vors" often  are  left  to  struggle  with  too 
much  work  while  living  under  the  stress- 
es of  potential  layoff. 

Suzyn  Ornstein 
Associate  Professor  of  Management 
Suffolk  University 
Boston 

lAID-OFF  DEFENSE  WORKERS  NEED 
MORE  THAN  REORIENTATION  

Your  story  on  the  laid-off  Hughes 
Aircraft  Co.  defense  engineer 
("From  Hughes  to  hell— and  back,"  Peo- 
ple, Oct.  18)  provides  a  number  of  les- 
sons. We  work  with  defense  people  na- 
tionwide who  have  to  move  to 
commercial  industry.  The  engineer's  ex- 
perience is  all  too  typical  of  people  we 
talk  to.  The  denial  of  reality  and  inabil- 
ity to  understand  the  transition  process 
are  not  unexpected,  as  defense  people 
have  often  worked  in  defense  their  en- 
tire careers,  often  at  only  one  company 
or  agency. 

Unfortunately,  the  assistance  pro- 
grams that  are  generally  available,  pri- 
marily government-sponsored,  do  not 
adequately  meet  the  unique  needs  of 
these  people— contrary  to  government's 


view  that  defense  people  are  an  unjr, 
ployment  "resource"  and  only  need  roi 
ientation.  Many  technology  compaie 
are  hiring,  but  "two  weeks  of  tedtu 
classes  in  resume  writing  and  inter vw 
ing  techniques  to  gain  access  to  a  lisb 
of  jobs"  is  a  government-inspired  soluo 
that  fails  people  like  the  one  in  \; 
story. 

While  out-of-work  defense  people 
only  one  part  of  today's  employ n 
problem,  they  are  easily  identified,  i 
nently  transferable,  and  immedia 
available  to  solve  some  of  the  count 
problems.  Multiply  your  sad  story  1 
million  people,  and  you  can  see  the  • 
pact  of  getting  them  effective  help 
the  status  quo. 

V.W.  Scum 
Executive  Dii  i 
National  Center  For  Career  Cii  i 
Walnut  Creek,  ' 

THUMBS  DOWN— AND  UP— 
FOR  UP  FRONT  

IHke  BUSINESS  WEEK  a  lot.  It's  on 
the  few  magazines  that  my  hu.-l 
and  I  read  religiously  the  very  day  ii  i 
rives  in  the  mail.  But  what's  witli 
new  section.  Up  Front?  The  whoh 
tion  is  just  not  BUSINESS  week's  -i 
Not  that  styles  can't  and  shoni' 
change,  but  this  one  just  doesn't 
consistent  with  what  I  know  ami 
about  your  ma,gazine. 

Michelle  Ci- 
New  \i- 


gnjoy  your  new  Up 


set 


Front 

Keep  up  the  good  work. 

Joel  A.  Duii 
Woodsville,  Std 


CASINOS  IN  LOUISIANA? 

WANNA  BEH  

Your  casino-gambling  article  ("M 
too  many  players  spoil  the  gam' 
Entertainment,  Oct.  18)  contains  a  - 
ing  error,  and  I'd  like  to  set  the  m 
straight.  There  are  not  9  floating  cas;o 
in  Mississippi,  there  are  11  (7  on 
Mississippi  gulf  coast  in  Biloxi,  Gulf]  ' 
and  Bay  St.  Louis,  and  4  on  the  M 
sippi  River  in  Natchez,  Vicksbur: 
Tunica.)  There  are  not  15  in  Lot; 
but  zero— that  is  to  say,  none.  I  < 
want  any  of  your  readers  to  be  in- 
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HP  DeskJet  color  jninters  stmt  at  under  $485. 


For  those  of  you  who  liave  been 
waiting  for  color  printing  to  come 
down  to  your  i)rice  range,  your  time 
has  come.  HP  DeskJet  color  print- 
ers are  starting  at  under  $485f  So 
now  you  don't  have  any  excuses  left 
for  not  buying  one. 

The  HP  DeskJet  500C  and  550C 
printers  use  HP's  proprietary  Inkjet 
technology  for  remarkably  clear 
black  &  white  and  color  printing. 

They're  compatible  with  n\ost  major 
software,  and  come  with  HP's  own 
optimized  Windows  '  drivers  for  out- 
standing image  c(uality.  They  even 
come  with  a  three-year  warranty,  ' . 
t  he  longest  in  the  indust  r\' 


If  price  was  the  only  thing  standing 
between  you  and  a  color  printer, 
Hewlett-Packard  has  cleared  the 
way.  So  come  on  dowai  to  your 
nearby  HP  dealer  and  pick  one  up 
today  Or  call  1-800-552-8500,  Ext. 
7856  for  the  name  of  the  HP  dealer 
nearest  you: 


DeskJet  Printers 
Make  it  happen.  :i 


HEWLETT^ 
PACKARD 


A  promise  to  treasure  the  clay  I  Lecame  totli  a  liusLan J  and  a  father. 


A  promise  to  Le  tke  first  one  up  wlien  sometkin^  ^oes  Lump  in  tke  nigkt. 


A  promise  to  care  for  eack  of  you  from  tkis  day  forward. 


NotKin^  nurtures  tke  trust  of  tliose  we  love  like  a  promise  kept.  At  MassMutual  we've  been  Kelping  people  keep 
tkeir  promises  for  more  tKan  140  years.  That's  wKy  families  and  businesses  rely  on  us  to  insure  tkeir  lives,  tk  eir 
kealtk  and  tkeir  financial  future. 


Co  Springheld  MA  01111 


MassMutual 

We  lielp  you  keep  your  promises.* 


The  Diamond  Anniversary  Band. 


Call  1-800-222-9615.  A  diamond  is  forever. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


'I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v.p.7' 


'/  made  a  great  deal  on  the  200, 000 
gizmos  you  didn't  sell  last  year. ' 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Bxcess  inventory  today... student  opportunity  tomorrow 
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. '  ■•.  Foreign  Investment 
Foreign  Exchange 
Investment  banking 
Mergers  &  acquisitions 
Trade  Finance 
Asset  Management 
Leasing  &  Factoring 
Insurance 

SERFINF 

5ERFIN 

FINRNCIRL  GROUP 

MEXICO  City  New  York  Tokyo 
London  Toronto  Los  Angeles  Nassau 


Come  see  Mexico  from  the  center  of  its 


GROWING  ECONOMY.  ATTHE  SERFIN  FINANCIAL 


Group  Where  the  country's  leading  invest- 


ment BANKERS  WORK  WITH  EXPERTS  FROM  THE 


MOST  EXPERIENCED  COMMERCIAL  BANK. 


Which  means  greater  access  to  more  of 


Mexico's  emerging  opportunities  than  any 


OTHER  FIRM  OFFERS.  INSIDE  MEXICO  OR  OUT. 


igures  don't  look  right,  you 

t  to  have  your  claims  exarained. 


Is  your  company  paying  too  much 
for  health  care?  Find  out  with  our  free 
Claims  Key  program.  Send  200  claims 
from  your  PPO  insurance  plan,  and  we'll 
show  you,  line  by  line,  how  much  you'll 
save.  So  far,  every  company  that's  partici- 
pated has  saved  on  medical  expenses— as 
much  as  57%.  If  your  company  has  250  or 
more  people,  look  into  a  checkup  with  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
The  results  could  be  a  real  eye-opener. 
We  make  the  system  work  for  your 

CaliforniaCare  Health  Plans* 
Blue  Cross  of  California" 


lBluc(.n)S!,plaii.s.«  is.iicgiMtiwlni.uk.il  llR■Blul■(;r..ssA^MHlall..^l  *'  is  a  ugiM.Ttd  iii.u  k  ..I  VVclll'oiiil  Hcallh  Nclw.ii  L^  Ilk.  SM  i>,  .1  sen  i.c  iiiai  k  c.l  lilut  Cross  clCalilorii 


en  a  derrick  woricer 

tried  to  drag  out  liis 

disability  payments,  we 
suspected  his  # 

claim  was  ri^ed. 

To  all  appearances,  the  derrick  worker  in  this  workers'  conip  case  had 
merely  bruised  his  foot.  So  when  he  dragged  out  his  disability  claim, 
complaining  to  his  doctor  that  he  couldn't  walk  without  a  crutch  or  even  ■ 
pump  gas,  our  local  State  Fund  adjuster  suspected  fraud. 

Our  investigation  proved  enlightening.  The  same  man  who  limped  into 
Ills  doctor's  office  on  a  CRitch  was  videotiiped  iiinning,  dancing,  rougWiousing— 
and,  you  guessed  it,  pumping  gas.  The  evidence  State  Fund  collected  not 
only  prompted  his  doctor  to  end  his  disability  status,  it  also  paved  the  way 
for  the  worker's  arrest  and  conviction  for  fraud. 

Fighting  workers'  comp  fraud  isn't  easy.  It  takes  training,  resources 
and  commitment.  At  State  Fund,  we've  got  all  three.  To  date,  we've  trained  over  800  adjusters  and 
other  staff,  who  conduct  hundreds  of  investigations  across  the  state.  They  scout  out  rigged 
claims  like  the  case  of  the  derrick  worker— and  unearth  the  evidence  STATE 
needed  to  convict  fraud  perpetrators.  If  you'd  like  to  put  that  kind  of  compensation 
commitment  to  work  for  your  company,  call  State  Fund  today.  ^UN  D 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 
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MALAYSIA  AIRLINES 
SERVES  more  PEOPLE  THAN 
ANY  OTHER  AIRLINE  FROM 
SOUTHEAST  ASIA. 


■0  Imagine  the  future  for  one  of  the  world's 
fastest  growing  airlines.  In  1992,  we  flew 
over  12  million  passengers,  more  than  any 
other  airline  from  Southeast  Asia.  On  a  fleet 
of  the  latest  747-400s  and  737-400s,  some  of 


today's  most  advanced  aircraft.  Spanning  a 
truly  international  network  of  90  destinations. 
Across  5  continents,  graced  with  service 
from  the  heart  which  says,  you  mean  the 
world  to  us.  Imagine.  Fly  Malaysia  Airlines. 

A  member  airline  of  Continental  Airlines  program. 


For  reservations  and  inlormation,  tail  your  favorite  travel  agent  or  Malaysia  Airlines  toll-free  f -800-421  8641. 

16E-CA 


Business  is  tough.  Life  shouldn't  be. 


In  South  Dakota,  we  like  to  make  both 
as  easy  as  possible.  That's  why  you  won  t 
find  a  corporate  income  tax,  a  personal 
income  tax  or  a  business  inventory  tax 
in  our  state.  And  you  won  t  hnd  traffic 
jams,  pollution  or  stress.  It  this  is  the 
way  you  would  like  to  do  busmess,  join 
Citibank,  Gateway  2000  and  the  many 
other  successfijl  companies  working 
and  playing  in  South  Dakota 
For  more  information,  call 
the  Governor's  Office  of 
liconomic  Development 

at  1-800-872-6190. 


Fax:  (605)  773-3256 
71 1  E.  Wells  Avenue,  Pierre,  SD  57501-3369 

All  inquiries  will  be  kept  strictly  confidential. 
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E  WARBURGS:  THE  20TH-CENTURY  ODYSSEY  OF  A  REMARKABLE  JEWISH  FAMILY 

Ron  Chernow 

ndom  House  •  820pp  •  $30 

IN  EPIC  TALE 

IF  TALENT  AND  OPTIMISM 


Ion  Chernow  keeps  disproving  the 
stereotype  of  bankers  as  boring. 
In  his  justly  acclaimed  The  House 
Morgan,  he  depicted  the  iron-willed 
Itan  of  finance,  J.  P.  Morgan,  and  his 
50ciate  Thomas  W.  Lamont  as  huge, 
wed,  and  fascinating  characters.  Now, 
has  struck  literary  gold  again  with 
e  Warburgs,  an  extensively  re- 
irched,  lovingly  told  saga  of  an  ex- 
lordinarily  talented  and  appealing  Ger- 
m-Jewish banking  family  that  had  a 
rprisingly  big  impact  on  the  U.  S. 
The  story  is  both  epic  and  tragic, 
ernow  traces  the  fami- 
5  origins  to  a  16th  cen- 
'y  money  changer  and 
wnbroker  in  Warburg, 
■rmany.  After  moving 
Hamburg  in  the  late 
X)s,  the  family  rode  the 
3st  of  German  power 
der  Bismarck  and  Kai- 
;•  Wilhelm  II  to  vast 
■alth  and  influence. 
The  Warburgs  were 
rman  patriots  and 
asters.  They  aided  Ger- 
m  foreign  adventures, 
tably  a  farcical  1911  at- 
npt  to  muscle  into  Mo- 
•co.  They  watched  with 
ide  as  the  Imperial 
et's  battleships  parad- 
on  the  Elbe.  But  de- 


for  their  wicked  wit  and  youthful  pranks. 

But  the  brothers  also  epitomized  the 
struggle  of  many  to  "reconcile  the  con- 
tradictions of  being  Jewish  and  German, 
nationalist  and  internationalist,  tradition- 
al and  modern."  Such  contradictions 
helped  drive  the  eldest,  Aby  (1866-1929), 
mad,  though  he  produced  seminal  schol- 
arship on  art  history. 

Max  (1867-1946),  who  ran  the  bank, 
also  struggled  to  reconcile  his  Jewish 
and  German  identities.  In  some  ways,  he 
succeeded  grandly,  making  M.M.  War- 
burg Germany's  largest  private  bank 


B 


ankers,  scientists. 


scholars  —  and  German 
patriots  — the  Warburgs 
struggled  tragically 
with  the  Nazis 


te  their  success  and  service  to  Germa- 
.  they  were  always  suspect  because 
3y  were  Jews.  When  the  German 
)nomy  soured  after  World  War  I, 
:i-Semitism  grew.  Establishment  ties 
ildn't  spare  the  family  near-ruin  under 
;  Nazis. 

An  army  of  colorful  Warburgs  march- 
through  the  book.  There's  biologist 
to  Warburg,  winner  of  two  Nobel  priz- 
whom  Hitler  protected  in  hopes  he 
'uld  find  a  cure  for  cancer.  There's 
3  formidable  Sara,  who  ran  the  family 
ik,  M.  M.  Warburg  &  Co.,  in  the  mid- 
h  century  and  built  great  good  will  by 
Iping  Hamburg  through  a  financial 
tiic.  At  the  story's  heart  are  five  of 
"  grandsons— brothers  Aby,  Max,  Paul, 
lix,  and  Fritz.  They  presided  over 
M.  Warburg's  most  glorious  years, 
well  as  its  long  struggle  with  the  Na- 
.  Chernow  portrays  them  as  high-spir- 
d,  often  hilarious  characters  known 


and  hobnobbing  with  top  German  offi- 
cials. Warburg  partners  sat  on  the 
boards  of  dozens  of  German  companies. 

Yet  Max's  patriotism  and  optimism 
blinded  him  as  Nazi  influence  grew.  He 
kept  shrugging  off  humiliations,  giving 
agonized  speeches  on  German-Jewish  pa- 
triotism. Thinking  he  could  outlast  the 
Third  Reich,  he  persuaded  his  brothers 
to  pour  good  money  after  bad.  Circum- 
stances forced  him  into  what  Chernow 
calls  a  "ghoulish"  role,  brokering  Jew- 
ish property  at  fire-sale  prices.  After 
losing  much  of  the  family  fortune,  he 
fled  to  the  U.  S.  in  1938. 

Unlike  less  fortunate  German  Jews, 
the  Warburgs  had  a  lifeline  out.  In  1895, 
Paul  and  Felix  had  married,  respective- 
ly, daughters  of  Solomon  Loeb  and  Jacob 
Schiff,  top  partners  in  New  York's  lead- 
ing Jewish  banking  house,  Kuhn  Loeb. 
These  marriages  gave  M.M.  Warburg 
a  link  to  Wall  Street  just  as  the  U.  S. 


surged  to  world  industrial  and  financial 
preeminence.  With  Paul  and  Max  in  dai- 
ly cable  and  phone  contact,  M.M.  War- 
burg became  a  pioneering  global  invest- 
ment bank,  participating  in  countless 
U.  S.  government  and  railroad  issues. 

Chernow  says  the  family  considered 
Aby  its  genius,  but  Paul  could  also  bear 
that  sobriquet.  He  foresaw  the  1929 
crash  and,  with  John  Maynard  Keynes, 
predicted  the  disastrous  results  of  the  fi- 
nancial burdens  put  on  Germany  after 
World  War  I.  Soon  after  immigrating  to 
the  U.  S.,  he  began  advocating  a  central 
bank  system  and  emerged  as  a  key  ar- 
chitect of  what  became  the  Federal  Re- 
serve System— an  extraordinary  feat  for 
a  foreigner  and  a  Jew  in  then-xenophobic 
America.  Pi'esident  Woodrow  Wilson  ap- 
pointed him  to  the  Federal  Reserve 
Board  in  1914  and  named  him  vice-gov- 
ernor in  1916.  Then,  in  a  hugely  ironic 
twist,  the  war  made  his  German  ties  an 
issue,  and  in  1918,  Wilson  decided  not  to 
reappoint  him. 

The  Warburg  name  re- 
mains prominent  largely 
because  of  a  cousin,  Sieg- 
mund  G.  Warburg  (1902- 
jga-  1982).  After  moving  to 

London  in  1934,  he  built 
S.  G.  Warburg  &  Co.  into 
Britain's  top  investment 
bank  and  a  world  player 
in  international  securities. 
Chernow  is  good  on  Sieg- 
mund's  perfectionism  and 
occasional  ruthlessness. 
This  outsider  won  busi- 
ness away  from  sleepy 
British  houses  through  ef- 
ficiency and  meticulous 
cultivation  of  clients.  He 
prevailed  in  the  landmark 
1958  hostile  takeover  of 
British  Aluminum  in  part  by  holding  a 
press  conference  on  a  Friday  evening, 
when  the  lords  of  British  finance  were 
at  their  country  houses. 

Britain  owes  Siegmund  a  huge  debt 
for  pioneering  the  Eurobond  market  in 
the  1960s,  thereby  reestablishing  Lon- 
don as  a  world  financial  center.  And 
where  did  this  refugee  from  Hitler  sell 
his  bonds?  In  economically  resurgent 
Germany.  While  many  Warburgs  re- 
mained leery  of  Germany,  others  were 
irresistibly  drawn  back:  Chernow  says 
Siegmund  spent  half  his  time  there  in 
the  1960s.  Today,  Max's  grandson,  also 
named  Max,  presides  over  the  reclaimed 
and  rejuvenated  M.M.  Warburg  Bank 
in  Hamburg.  As  Chernow  writes,  only 
the  resurgence  of  German  anti-Semitism 
mars  this  exhilarating  ending. 

BY  STANLEY  REED 
Intertiational  Outlook  Editor  Reed  is 
a  financial  history  buff. 
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IBM  Client/Server 


PS/2,  OS/2  and  IBM  are  regislered  t,•ade^laI^s  ol  IBM  Corp  cigga  ibi.; 


"IBM  helped  us  move  as  fast  on 
the  ground  as  we  do  in  the  air." 

John  Harper,  Sr.  I  ke  President — Information  Services,  LlSAir.  lIS/\irwant< 

to  create  the  terminal  ol  the  hiture  at  Pittsl)urgli  International  /Xirport.  /\  place  where  Hn( 
would  he  shorter.  Where  haggage  handling  would  he  (|uicker  and  more  depen(lahl<\ 
And  everything  from  check-in  to  take-off  would  be  easier  and  less  confusing  for  travelen 
So  IBM  helped  LISAir  develop  a  tailor-made  system  that  makes  information  more 


eadily  available  to  employees  so  they  can  be  more  responsive  to  customers.  A  system  that 
naximizes  the  power  of  PCs  and  integrates  a  wide  range  of  different  manufacturers' 
'quipment.  A  classic  example  ol  IBM  Client/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2 "  workstations  running 
)S/2.*  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
ouchscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 

ipdates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag-tag  printers  to 

treamline  curbside  check-in.  And  tower  operators  can  make  better  decisions  about  man- 
f 

ging  gate  traffic,  resulting  in  fewer  delays.  In  short,  the  airport  of  the  future. 

If  you  want  a  custom-tailored  solution  that  gives  your  people  more  llexibility  and  gives 
ou  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 
all  1  800  IBM-0045,  ext.  20. 


[here's  never  been  a  better  time  to  do  business  with 


Economic  Viewpoint 


WORKERS  WILL  LOSE  THE  MOST 
IF  NAFTA  DIES 


:ornbuscm 


Without  NAFTA, 
I  Mexican  workers 
will  go  back  to 
square  uno,  the  U.S. 
won't  pursue  a  high- 
wage  strategy, 
and  we  will  all  fall 
for  yet  another 
narrow-minded, 
protectionist  folly 


RUDl  DORNBUSCH  IS  PROFESSOR  Of 
ECONOMICS  AT  MASSACHUSFHS 
INSTITUTE  OF  TECHNOLOGY 


The  U.  S.  labor  movement  argues  that  if 
the  North  American  Free  Trade  Agree- 
ment goes  forward,  labor  on  both  sides 
of  the  border  will  lose.  They  say  Mexican  la- 
bor won't  ever  get  higher  wages  without  a 
meaningful  development  plan.  They  also  say 
the  U.  S.  needs  a  high-wage  strategv',  including 
a  higher  minimum  wage,  not  additional  op- 
portunities for  more  of  its  companies  to  en- 
gage in  low-wage  competition. 

All  that  ma\"  sound  as  if  it"s  good  for  labor, 
but  don't  fool  yourself.  If  xafta  fails,  Mexican 
workers  are  going  back  to  square  uno,  U.  S. 
workers  won't  get  the  high-wage  treatment, 
and  we  will  all  fall  for  yet  another  narrow- 
minded,  protectionist  folly.  Calling  for  a  mean- 
ingful development  plan  is  hj^jocritical,  smack- 
ing of  the  interventionism  and  big  spending 
that  got  Latin  America  in  trouble  in  the  1970s. 
Most  people  in  the  world  work  for  a  living, 
they  don't  get  meaningful  development  plans; 
just  socialists  do,  and  then  only  as  long  as 
the  money  lasts.  The  Mexicans  wasted  their 
money  in  the  1970s,  and  the  U.  S.  did  the 
same  in  the  1980s.  Now,  everybody  has  to 
pay  their  own  way.  Why  shouldn't  Mexico  be 
allowed  to  work,  export,  and  pay  its  debt  in 
dignity  rather  than  be  consigned  to  welfare 
status?  As  for  the  high-wage  strategy'  in  the 
U.  S..  NAFT.A  doesn't  preclude  better  jobs. 
More  exports  mean  more  and  better  jobs  for 
American  workers. 

BETTER  ANSWERS.  Ross  Perot's  bugbear  of 
cheap  Mexican  labor  taking  5  million  U.  S. 
jobs  is  scare-mongering.  Not  surprisingly,  Per- 
ot and  the  other  peddlers  of  cheap  scares  are 
going  all  out.  None  of  us  should  buy  into  such 
lies.  The  economics  of  nafta  leave  no  doubt: 
Both  sides  will  benefit.  But  if  NAFTA  fails,  the 
U.  S.  and  Mexico  will  lose  a  lot.  Opponents 
of  NAFTA  on  economic  grounds  should  remem- 
ber that  300  professional  economists,  including 
16  Nobel  laureates,  recently  urged  the  Presi- 
dent to  go  forward.  People  who  care  for  labor 
on  both  sides  of  the  border  should  recognize 
that  there  are  better  answers  to  problems  of 
skill,  markets,  and  competitiveness  in  cooper- 
ation than  in  protectionism. 

If  NAFTA  fails,  Mexican  President  Carlos 
Salinas  de  Gortari  will  have  to  turn  his  back 
on  the  U.  S.,  -lapan  will  get  into  the  Mexican 
market,  and  U.  S.  companies  will  keep  waiting 
for  better  access.  If  nafta  fails,  external  cap- 
ital for  Mexico  will  dry  up,  and  that  means  a 
peso  crisis.  Mexico  currently  runs  a  deficit  of 
more  than  S20  billion,  financed  by  borrowing 
abroad  or  selling  assets  to  foreign  investors.  If 
the  money  stops,  so  \vi\\  deficit  spending.  U.  S. 
exports  to  Mexico  will  be  cut  off  overnight, 
and  Mexican  exports  will  stage  a  comeback. 


The  3.50.(X)0  new  jobs  created  by  U.  S.  com] 
nies  to  produce  extra  goods  in  the  past  fi 
years  will  be  gone  before  the  year  is  over, 
the  peso  collapses,  foreign  goods  become  1 
affordable  to  Mexicans,  and  their  own  mai 
factures  get  a  boost  abroad. 
MAJOR  REVERSE.  Peso  collapse  wotild  sad( 
Mexico  with  a  loss  of  economic  control 
yet  another  fall  in  Mexican  real  wages.  Thij 
tantamount  to  a  major  political  reverse 
the  Salinas  administration.  The  Mexican  op 
sition  plans  to  restore  an  old-fashioned  Me 
can  control  economy  with  nationalized  ind 
tries  and  big  labor  bosses.  Anyone  who  cai 
about  social,  economic,  and  political  progress 
Mexico  must  recognize  that  Salinas  has  be 
creating  the  preconditions  for  a  stable 
open  political  system.  The  last  thing  we  w; 
is  to  faU  back  a  decade,  with  far  less  chai 
for  progress. 

The  failure  of  nafta  would  have  large  co 
for  the  U.  S.  The  immediate  loss  of  expor 
jobs,  and  profits  is  important  but  not  ov 
whelming.  The  large  cost  comes  in  two  otl 
ways.  First,  the  coalition  against  nafta  has 
agenda  that  only  starts  here.  Representat 
Richard  A.  Gephardt  iD-Mo.l,  Ross  Perot.  ' 
Buchanan,  Ralph  Nader,  Washington  labor 
reaucrats,  and  countless  groups  of  do-good 
are  ready  to  build  a  big  wall  around  Ameri 
Should  they  win  with  an  anti-NAFTA  platfoi 
they  would  swiftly  go  on  to  kneecap  the  G 
eral  Agreement  on  "Tariffs  &  Trade.  Why,  tl 
will  ask,  should  we  go  even  further  toward 
unlevel  placing  field  that  adds  to  environm 
tal  degradation  and  worker  abuse  w-hile  lin 
the  pockets  of  greedy  corporations? 

The  other  important  risk  of  sajing  no 
N.AFTA  involves  geopolitics.  Our  strategy 
opening  markets  and  preaching  economic 
form  would  rightly  be  called  hypocritical, 
formists  would  have  egg  on  their  faces  just 
results  are  showing.  And  if  the  President 
es  on  NAFTA,  what  can  he  credibly  deliv 
Surely  any  punk  dictatorship  will  recogn 
this  as  a  good  time  to  launch  a  new  affront 
world  peace.  There  is  little  cohesion  among 
former  major  players  in  the  cold  war,  and 
U.  S.  is  the  only  coimtry  with  any  authority 
the  President  loses  on  NAFTA,  his  term  ei 
long  before  1996.  That  increases  political  gi 
lock  at  home  and  instabilitj'  abroad. 

By  now-,  the  stakes  have  grown  much  la 
er  than  the  narrow  issue  of  Mexico.  WI 
the  peddlers  of  protectionism  and  scare  go 
out  because  they  sense  a  unique  opportur 
to  do  mischief,  it  is  important  to  stand 
and  speak  out  for  strong  ties  across  bordt 
open  markets,  and  opportimities  for  all.  Say 
yes  to  SAFTA  is  the  w-ay  to  go. 
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ECONOMIC  VIEW 


"These  hair-trigger  pistols 
once  saved  the  owner  of  The  GlenUvet 
from  a  hand  of  cutthroats. 


Sandy  Milne, 
our  Resident  Sage. 


Sandy  Milne  holding  forth  on  the  pistols. 


What  is  a  single  malt  Scotch? 


A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 

distiUeiy.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  Glenlivet 
single  malt  Scotch  whisky  should  therefore  be  compared  to  a  chateau-bottled  wine. 
Blended  Scotch  is  more  like  a  mixture  oj  wines  from  different  vineyards. 


.  he  men,  a  brutish  lot,  were 
clearly  intent  on  dirty  doings. 

The  scene  was  the  desolate  inn 
at  Cock  Bridge,  in  the  Highlands. 
George  Smith,  maker  of  The 
Glenlivet  single  malt  Scotch,  was 
on  his  way  home  from  a  sale  of  his 
much  prized  whisky,  his  money 
belt  stuffed  with  gold  sovereigns. 

Also  at  George^s  belt,  fortunately, 
were  a  pair  of  hair-trigger  pistols, 
given  him  by  the  laird  of  Aberlour. 
Before  the  men  could  jump  him,  he 
cocked  one  of  the  pistols  and  fired 
into  the  peat  fire.  A  cloud  of  while 
ash  filled  the  room.  By  the  time  it 
had  cleared,  George  was  on  his 
horse  and  well  away. 

"If  that  pistol  had  misfired,"  says 
our  Sandy  Milne,  "there  might  not 
be  such  a  thing  today  as  The 
Glenlivet.  A  thought  horrible  to 
contemplate." 


GLENLIVEI^ 

The  Glenlivet. 
The  Father  of  All  Scotch. 


©1992  Imported  by  The  Glenlivet  Distilling  Company.  N  Y  ,  N  Y  12-year-olci  single  malt  Scotch  whisky  Ale,  43%  by  vol  (86  proof)  The  Glenlivet  is  a  registered  trademark 
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BUILDING  SECURITY 

is  quite  good,  but 

WE^  RECOMMEND  SOME 

improvements  in 

DUST  FILTRATION. 


NDLEss     Hours  of 
)ught  may  have  gone  into  the  planning 
your  building.  Still,  there  are  several 
portant  factors  that  you  might  never 
ve  planned  for. 

The  continued  satisfactory  perform- 
;e  of  your  heating,  air  conditioning  and 
itilation  components.  The  efficiency  of 
it  lighting.  Even  the  effectiveness  of 
XT  security  system. 

In  fact,  there  are  those  who  believe 
Lt  because  their  building  is  relatively 
V,  it  is  energy  efficient.  What  you  may 


coo 

be  surprised  to  learn  is  that  a  building 
only  ten  years  old  can  use  30-70%  more 
energy  than  it  should.  (Figures  that  only 
increase  with  the  age  of  your  structure.) 

This,  however,  would  not  be  the 
case  after  we  work  to  improve  the  total 
operation  of  your  building  systems. 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment. 
Since  the  costs  of  improving  the  efficien- 
cy of  the  mechanical,  electrical,  and 


lighting  systems  within  your  facility  can 
often  be  paid  for  by  the  subsequent  sav- 
ings in  energy  usage. 

We  can  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we've 
always  known  that  when  it  comes  to  the 
inside  of  your  building,  there  are  some 
things  you  simply  can't  plan  for. 

Which  is  why  we're  fully  commit- 
ted to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


li 


conomic  Trends 


BY  PAUL  MAGNUSSON 


THAT  WAS  NO  RECESSION, 
THAT  WAS  A 

'CONTAINED  DEPRESSION' 


The  U.  S.  economy  has  been  laboring 
in  first  gear  ever  since  a  relatively 
mild  recession  ended  in  March,  1991, 
right?  That's  what  most  economists  be- 
heve.  Indeed,  the  accepted  wisdom  is 
that  stronger  gi'owth  is  just  around  the 
corner.  But  not  according  to  David  A. 
Levy  of  Jerome  Levy  Economics  Insti- 
tute. This  was  no  mere  recession,  he 
says— it  was  a  "contained  depression," 
and  we're  still  in  it. 

Levy  points  to  the  relative  weakness 
of  profits  as  a  key  sign  of  the  econo- 
my's underlying  problems.  Profits,  which 
normally  are  up  almost  60%  at  this  stage 
of  a  recovery,  are  up  only  25%  (chart). 
Payrolls  hit  bottom  11  months  after  the 
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IN  THIS  RECOVERY 
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recession's  official  end.  The  reason.  Levy 
believes,  is  that  the  U.  S.  has  entered  a 
new  era  of  sharply  reduced  capital 
spending,  with  private  investment  drop- 
ping from  its  traditional  level  of  14%  to 
17%  of  gross  domestic  product  to  below 
13%.  This  fall  has  been  caused  by  over- 
capacity and  excess  debt,  which  take 
longer  to  right  than  the  overproduction 
and  excess  inventories  that  typically 
cause  business  cycles. 

These  troubles  have  l)een  brewing  for 
decades,  according  to  Levy.  Since  the 
mid-1960s,  capacity  utilization  in  manu- 
facturing has  been  sliding,  from  92%  to 
85%  at  its  last  peak  in  1989.  Office-occu- 
pancy rates,  too,  have  been  in  a  long- 
term  decline.  Both  phenomena  stemmed 
in  large  part  from  speculation.  When 
the  bubbles— including  real  estate,  junk 
bonds,  art,  antiques,  even  baseball 
cards— began  to  burst,  that  triggered 


the  collapse  in  fixed  private  investment. 

Compared  with  the  Great  Depression 
of  the  1930s,  this  "depression"  has  been 
contained  by  two  new  factors,  says 
Levy.  The  financial  system  is  protected 
l)y  such  safeguards  as  deposit  insurance 
and  a  Federal  Reserve  willing  to  pump 
money  into  a  sluggish  economy.  And  the 
federal  government  spends  nine  times 
the  share  of  GDP  that  it  did  at  the  begin- 
ning of  the  1930s,  putting  a  floor  under 
economic  gi'owth.  Indeed,  the  danger  at 
this  point,  says  Levy,  is  that  well-inten- 
tioned politicians  may  take  too  large  a 
cut  out  of  the  federal  budget  deficit,  de- 
priving the  economy  of  needed  support. 

Levy  is  not  all  cloom  and  gloom.  He 
sees  the  economy  slowly  healing  itself, 
with  balance  sheets  improving,  overca- 
pacity easing,  and  restructuring  of  vital 
manufacturing  industries  well  under 
way.  Eventually  that  will  mean  a  revival 
in  investment,  perhaps  even  a  boom. 
But  the  recovery  could  be  a  long  drawn- 
out  affair:  Levy  sees  the  current  "de- 
pression" lasting  to  1996. 


FEUDING  FEDS 
ARE  STILL  STIFLING 
EXPORT  JOB  GROWTH 


Clinton  Administration  economists 
have  been  disappointed  with  job 
creation  thus  far.  It's  not  the  number— 
the  1.2  million  jobs  created  this  year 
are  in  line  with  Clinton's  campaign 
promise  to  raise  employment  by  8  mil- 
hon  during  his  term.  It's  the  quality  of 
the  jobs:  Too  many  are  part-time  and 
poorly  paid. 

One  way  to  create  better,  higher-pay- 
ing jobs  is  to  encourage  the  export  sec- 
tor, where  jobs  pay  wages  22%  higher 
than  the  overall  average.  But  exporters 
aren't  getting  the  right  kind  of  help 
from  the  Administration,  according  to 
a  draft  study  by  the  private  Council  on 
Competitiveness,  which  looked  at  na- 
tional-security controls  on  high-tech  ex- 
ports. \Vhile  computer  makers  had  high 
praise  for  Clinton's  recent  easing  of  ex- 
port controls  on  $30  billion  worth  of 
U.  S.-made  computers,  the  council  found 
that  it  was  still  much  too  hard  to  get  ex- 
port licenses.  Even  worse,  the  study 
found  that  the  hard-line  Pentagon  and 
the  export-oriented  Commerce  Dept. 
were  battling  more  fiercely  than  ever 
over  granting  permission  for  exports, 
with  the  relatively  neutral  State  Dept. 
playing  less  of  a  mediating  role.  Accord- 
ing to  Richard  C.  Barth,  who  directed 
the  study,  the  council  will  call  for  a  new 
decision-making  body,  drawn  from  the 
staffs  of  the  three  agencies,  that  will 
settle  on  a  single  overall  policy. 


NAFTA  COULD  KEEP 
THE  BORDER  PATROL 
HOPPING 


Proponents  of  the  North  Americc 
Fi-ee  Trade  Agreement  (NAFTA)  ha\ 
been  insisting  that  the  pact  will  cut  ill 
gal  immigration.  Their  rationale:  A  fas 
er  growing  Mexican  economy  will  li 
jol)S  and  wages,  reducing  the  lure 
the  border.  Over  the  long  run,  they  m; 
be  right,  but  over  the  next  5  to 
years,  immigi-ation  may  go  up,  says  aj 
ricultural  economist  Philip  L.  Martin 
the  Institute  for  International  Economic 
His  reasons?  As  NAFfA  opens  agrici 
tural  trade  between  the  two  nation 
products  from  efficient  U.  S.  farms  w 
enter  Mexico  and  throw  low-producti\d 
Me.xican  farmers  out  of  work.  These  d; 
placed  Mexicans  are  likely  to  find  the 
way  north.  Workers  from  southem  Me 
ico  will  also  be  attracted  to  job  grow 
along  the  country's  northern  borde 
where  "stepping-stone  migration"  in 
the  U.  S.  is  more  tempting.  In  all,  Ma 
tin  expects  that  nafta  could  result  in 
10%  rise  in  Mexican  immigration. 


THE  GLOOM 
IN  JAPAN 
MAY  BE  LIFTING 


Despite  all  the  bad  news  coming  fro 
.lapan  lately,  one  economist  86' 
rays  of  hope  for  1994.  According  to  Ge< 
frey  Barker,  chief  economist  in  Tok; 
for  Baring  Securities  (Japan)  Ltd.,  tl 
turning  point  is  near.  Barker  sees  Jap; 
headed  for  2.5%  growth  next  year. 

Housing  starts,  for  exam^ple,  are  u 
and  consumers  are  beginning  to  de( 
their  homes  out  with  consumer  diu'abk 
says  Barker.  While  a  cool  summ^ 
caused  air-conditioner  sales  to  collaps 
there  was  a  mild  upturn  in  purchases 
color  TVS  and  vCRs.  Month-to-month  c 
sales  are  also  up  for  the  past  thn 
months,  after  almost  three  years  of  fa 
ing  domestic  auto  sales. 

Meanwhile,  discounting  and  low  infl 
tion  are  providing  strong  incentives  f 
consumers,  who  are  sitting  on  cash  n 
spent  during  the  cool  summer.  One  vil 
sign  of  life:  Import  volume  shot  up  8.'/ 
during  August.  Barker  argues  that  tl 
dollar-l:)ased  trade  surplus  has  peake 
freeing  the  overvalued  yen  to  weak< 
against  the  dollar.  That  will  give  expc 
industries  a  bit  of  breathing  room,  sa 
Barker,  and  finally  signal  that  Japai 
recession  has  come  to  an  end. 

With  Larry  Holyoke  in  Tok 
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optima" 
Cardmembers 
expect  less. 


When  it  comes  to  interest  rates,  expect 
less  from  the  Optima  Card. 

In  fact  you  can  currently  have  a  rate 
as  low  as  12%  for  purchases*  Just  pay  your 
American  Express  bills  on  time  and  spend 
at  least  $1,000  in  a  year  with  the  Optima 
Card. 

You  see,  with  the  Optima  Card,  you  con- 
trol your  interest  rate.  Even  if  you  don't  have 
our  lowest  rate,  it's  easy  to  get  a  rate  that's  lower 
than  most— currently  14.25%  for  purchases.* 

Most  credit  card  issuers  give  the  same  high 
interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the  ability 
to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card  this 
holiday  season,  you'll  help  provide  a  meal  for  some- 
one who  is  hungry,  through  the  Charge  Against  Hun- 
ger campaign.** 

The  Optima  Card  also  provides  you  with  the  array 
of  American  Express  benefits,  and  personal  service. 
Clearly,  it's  the  credit  card  that  offers  you  more.  And  less 


Much  less. 


To  gualify  lor  an  APR  which  is  currently  12%  for  purchases  (16.90%  for  cash  advances),  Ca'dmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and 
Optima  Card  Accounts  Optima  Cardmembers  in  good  standing  receive  an  APR  lot  purchases  that's  currently  14.25%  (16,90%  for  cash  advances)  All  other  accounts  receive  an 
APR  that's  currently  18,25%  lor  purchases  (1890%  for  cash  advances).  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall  Street  Journal  The 
annual  lee  lor  the  Optima  Card  is  $15  ($25  lor  non-American  Express'  Cardmembers).  For  more  inlormation  or  to  apply  call  1-800-OPTIMA-6  Competitive  data  according  to 
RAIVI  Research's  Bankcard  Update,  August  1993 

"American  Express  will  guarantee  a  minimum  donation  to  Share  Our  Strength  ol  $1,000,000  and  will  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  between 
IQ'5'93  and  12/31/93  at  2t  per  Card  purchase.  Donation  is  not  tax  deductible  lor  Cardmembers. 
©  1993  American  Express  Centurion  Bank. 


Cards 


CHARGl 
HUNGE 


W  ith  Lompu^  Icurnin^j  h'uh,  oar  free  24- 
hotiT.  7-JcJi  hollinc  dnJ  ^ -]  car  n  Ltrrjnl\ . 
lou       all  I'l  tin-  wppari  H'U  nci'J 

IntrotluL  iiig;  til*-'  dll-m-onc 
Compaq  Prcsario.  It's  much 
more  personal  than  other 
personal  computers.  Case  in 
point.  The  built-in  answering 
machine  actually  gives  every- 
one \'ou  live  with  their  own 
Personal  Message  Center.  So 
it  records  vour  \oice.  Anil 
Sallv's.  And  Dean's.  And  so 
on.  Plus,  there's  a  built-in  lax 
that  allows  vou  to  send  and 
retx'iw  doc  uments  riaht  from 
vour  computer 

Ex'cn  more  personal  is  the 
wa\  it  answers  vour  questiotis. 
QuickK,  directly  and  in  plain 


Thcrc\  no  reason  in  ^j'cnJ  a  ji<iliiac  /luwry 
wjluarc  l\,lh  /'/  S  M  in./.r  II.  r;",  ihc  hasn^ 
arc  already  i,u  luJcJ 


It 


"Hi.  You've  reached  Sallv 
and  Dean.  We  can't  answer 
the  computer  right  now,  so 

leave  a  messacje  after  vou 
hear  the  beep  ..." 


ft'  199^  Compaq  Com[n 
warrantv,  mntact  the  Compaq  (_  usi 


rp.irjtion   All  niihts 


r  Su,,|,„n  C<-n 


■(I  C'<}mpaq  ami  tho  (_<inipat^  l(»gu  registered  U  S  Pa 
The  Intel  luge,  IS  a  trademark  of  Intel  Corporatlc.n 


nl  Trademark  OfTice   Presano  an<l  Per- 


3UR  Questions. 
ER  Your  Phone. 


Saic  time  (and  monej).  The  anarJ-ninnmij 
program  Quicken  can  help  j  ou  get  all  oj 
your  perianal  finances  in  order. 


English.  (Remember  when  vou 
needed  help  just  to  find  the 
Help  command?) 

Finally,  its  all-in-one  design 
not  only  saves  space  on  vttur 
desk,  it  makes  setting  u|)  the 
Presario  about  as  easy  as  plug- 
ging in  a  toaster.  And  it  comes 
with  six  software  programs- 
ail  the  essentials— so  you  can 
^et  started  right  away.  With 
Presario,  we  want  you  to  he 
able  to  do  eyerything  with 
your  computer  Except  waste 
time  getting  started. 

For  more  information  on 
Presario,  or  lor  a  nearby  lo- 
cation w  here  you  can  take  a 
closer  look,  just  give  us  a  call 
at  1-800-345-1518. 

COMPAa 


Computer  Ciirporation.  Product  names  mentioned  herein  miy  he  tradeniarks  ol  their  respeelive  eompanics.  For  further  details  on  our  limited 


[DAMAGE 
pOODS 


Ryder  Full  Service  Lease 
will  prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
Btit  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus^ 
tomized  trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 

business,  call  1-800 -RYDER -OK,  ext.  102,  for  a  free 

brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.  KYDEK. 

1-800-RYDER-OK  ' 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


M)NDHOLDERS  HAVE  LITTLE  TO  FEAR 
ROM  A  STRONGER  ECONOMY 


LONG  RATES:  6%  IS 
A  TOUGH  BARRIER 


JUNE  4 

PESCEMT,  WEEKLY  AVERAGE 
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rhe  rally  in  the  bond  market  has  come  a  long  way. 
Since  the  autumn  of  1991,  the  rate  on  30-year  Trea- 
sury bonds  plummeted  from  more  than  9%  to  less 
an  6%.  But  in  recent  weeks,  trips  below  that  6%  mark 
.ve  not  lasted  very  long.  Is  the  party  over? 
Probably,  for  now.  Terrified  as  it  is  of  a  strong  economy, 
e  bond  market  has  taken  a  look  at  some  of  the  snappy 
,ta  in  recent  weeks  and  decided  to  tone  down  its  eu- 
ioria  (chart).  Bondholders  fear  that  an  acceleration  of 
owth  could  rekindle  inflation,  which  would  erode  fu- 
re  returns.  So  bond  prices  fall,  and  yields  rise. 

To  be  sure,  the  U.  S.  economy 
is  taking  on  a  healthier  glow.  De- 
spite their  glum  attitudes,  con- 
sumers led  third-quarter  growth 
in  real  gross  domestic  product 
with  a  strong  performance,  and 
they  headed  into  the  fourth  quar- 
ter with  the  same  buying  fervor. 
There  are  even  signs  that  the 
sluggish  factory  sector  is  shifting 
into  a  higher  gear,  especially  as 
Detroit  revs  up  production  amid 
rprisingly  strong  car  sales. 

But  resistance  at  6%  does  not  mean  that  yields  are 
out  to  spike  up.  Even  if  economic  growth  is  picking  up 
the  second  half,  to  an  annual  rate  of  3%  or  better, 
it's  no  cause  for  inflation  worries.  It  would  take  more 
an  a  year  for  growth  at  that  pace  to  push  the  jobless 
;e  below  6%,  and  only  then  would  labor-market  condi- 
ns  be  tight  enough  to  fuel  the  wage-price  spiral.  At  the 
me  time,  stiff  competition— both  domestic  and  foreign— 
11  continue  to  limit  pricing  power. 
In  fact,  economic  fundamentals  justify  long-term  rates  of 
1%.  Historically,  yields  have  averaged  about  2.5  per- 
itage  points  above  the  inflation  rate— expected  to  be 
out  3%  this  year  and  next.  This  kind  of  reasoning  has 
lyed  an  increasingly  important  role  in  the  bond  market 
5  year,  now  that  the  budget  deficit  no  longer  casts 
;h  an  ominous  shadow  over  market  players. 

LOVE  Of  course,  no  one  has  ever  accused  the 

THOSE  bond  market  of  listening  to  reason.  Right 

MORTGAGE  now,  what  the  market  sees  is  a  better- 
'^^^^  looking  economy  with  consumers  supply- 

:  a  lot  of  the  vigor.  That's  especially  true  in  two  key  ar- 
5  that  traditionally  provide  broad  business  impact, 
using  and  autos. 

The  lowest  mortage  rates  in  a  quarter-century  are 


drawing  potential  homebuyers  off  the  sidelines  and  into 
the  market.  Sales  of  existing  homes  rose  2.6%  in  Septem- 
ber, to  an  annual  rate  of  3.91  million,  reported  the  Na- 
tional Association  of  Realtors.  It  was  the  fifth  increase  in 
the  past  six  months.  And  homebuying  is  generating  a 
spurt  in  demand  for  a  host  of  home-related  goods. 

The  September  rise  was  significant  in  three  respects. 
The  NAR  said  that  first-time  homebuyers  posted  an  im- 
pressive turnout,  a  sign  of  broad  strength.  Also,  sales  in 
the  West  even  picked  up,  suggesting  that  the  depressed 
California  market  is  showing  some  Hfe.  Finally,  the  gain 
pushed  the  third-quarter  average  of  sales  to  3.86  million, 
only  a  shade  below  the  13-year  high  of  3.87,  hit  in  the 
fourth  quarter  of  last  year. 


MOTOR 
CITY  GETS 
IT  IN 
GEAR 


In  addition  to  homes,  people  are  buying 
cars  at  a  rapid  clip.  Mid-October  sales  of 
domestically  made  cars  and  light  trucks 
soared  to  an  annual  rate  of  13.5  million, 
far  above  the  11.5-million  pace  averaged  during  the  three 
previous  10-day  periods.  Car  sales  alone  scored  a  7.8-mil- 
lion  pace,  the  best  10-day  showing  in  years.  That  strength 
lends  credence  to  the  notion  that  car  buying  previously 
had  been  held  back  by  a  lack  of  inventory. 

So  instead  of  depressing  overall  retail  sales,  as  they  did 
in  September,  car  sales  should  fuel  a  strong  gain  in  the 
October  report,  especially  since  demand  elsewhere  also 
looks  sohd.  Sales  at  retail  and  discount  stores  in  the  first 
three  weeks  of  October  were  up  0.8%  fi'om  September,  ac- 
cording to  the  latest  Johnson  Redbook  Report. 

Moreover,  Detroit  is  now  in 
the  process  of  remedying  its  in- 
ventory shortfall.  Carmakers  are 
lifting  their  fourth-quarter  pro- 
duction sharply.  Based  on  cur- 
rent output  schedules,  economists 
estimate  that  auto  production  by 
itself  will  add  some  1.5-to-2  per- 
centage points  to  growth  in 
fourth-quarter  real  GDP.  Manu- 
facturing generally  will  feel  the 
benefits,  as  business  picks  up  in 
the  industries  dependent  on  Motor  City. 

Already,  factory  orders  are  showing  new  bounce  head- 
ed into  the  final  quarter  (chart).  Orders  received  by  man- 
ufacturers of  durable  goods  in  September  rose  for  the  sec- 
ond consecutive  month,  lifting  bookings  to  the  highest 
level  since  February.  The  broad  0.7%  increase  was  better 
than  most  analysts  had  expected,  and  it  followed  a  2.6% 


FACTORY  ORDERS 
ARE  FIRMING  AGAIN 
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HOUSEHOLDS  CAHT 
SHAKE  THE  BLUES 


jump  in  August,  the  first  back-to-back  increase  in  a  year. 

The  September  order  gain  was  even  better  than  it 
looked.  Bookings  for  commercial  aircraft,  a  small  sector 
with  a  big  impact,  fell  in  September.  Excluding  that  drop, 
the  monthly  advance  was  much  stronger. 

One  growing  paradox  in  the 
outlook,  however,  is  the  appar- 
ent decoupling  of  consumers'  con- 
fidence and  their  spending  be- 
havior. At  the  same  time 
households  are  laying  out  big 
bucks,  they  report  declining  op- 
timism about  the  future. 

In  October,  the  Conference 
Board's  index  of  consumer  confi- 
dence fell  to  59.4,  reversing  the 
September  increase  to  63.8 
(chart).  A  drop  in  the  expectations  component  accounted 
for  the  entire  decHne,  but  that  might  more  reflect  house- 
holds' views  of  the  direction  of  the  Clinton  Administra- 
tion's economic  and  foreign  policy  than  the  state  of  their 
checkbooks.  Consumers'  assessment  of  their  present  eco- 
nomic situation  held  at  the  September  level,  which  was 
the  highest  in  2!4  years. 
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Still,  the  bond  market  pays  more  attention 
to  what  consumers  do,  not  how  they  feel. 
What  bond  players  will  be  grappling  with 
in  coming  weeks  is  whether  the  pickup  in 
consumer  spending— and  in  economic  gi'owth,  generally— 
will  rekindle  inflation. 

For  now,  the  word  from  the  labor  markets— where 
pressure  on  prices  tends  to  originate  in  recoveries— is: 
Don't  worry  so  much.  Tlie  Labor  Dept.'s  employment-cost 
index,  a  broad  gauge  of  labor-cost  pressures  from  wages, 
salaries,  and  benefits,  rose  only  0.8%  during  the  third 
quarter.  That  gain  lifted  labor  costs  3.6%  above  a  year 
ago.  Since  the  jobless  rate  peaked  in  the  second  quarter  of 


1992,  annual  growth  in  the  ECl  has  stopped  slowing,  b 
there  has  been  essentially  no  acceleration. 

Benefits  still  are  the  primary  fuel  under  labor  costs.  A 
nual  wage  growth  picked  up  slightly  last  quarter,  to  3' 
while  fi'inges  posted  gi'owth  of  4.9%  (chart).  Howev( 
unlike  wage  growth,  the  pace  of  benefits  continues 
slow.  They  had  risen  5.3%  in  the  previous  year  and  6%  t 
year  before  that.  Benefits  will  continue  to  slow  due  to 
forts  to  reduce  health-care  costs. 

In  addition,  even  given  the  settlement  between  Gem 
al  Motors  Corp.  and  the  United  Auto  Workei's,  unio 
show  little  success  in  pushing  up  labor  costs.  Major  C' 
lective-bargaining  settlements  continue  to  result  in  wa 
increases  over  the  life  of  the  contract  that  are  small 
than  the  agreements  they  replace.  In  the  third  quart< 
wage  settlements  averaged  a  1.6%  rise,  down  from  2. 
the  last  time  the  same  parties  bargained. 

Perhaps  the  most  important 
reason  labor  costs  are  unlikely 
to  create  price  pressures  any- 
time soon  is  the  restraint  that 
faster  productivity  growth  is 
placing  on  the  pace  of  unit-labor 
costs,  which  typically  act  as  a 
floor  under  price  growth. 

If  employment  costs  are  ris- 
ing at  a  3.5%  pace,  with  produc- 
tivity growing  at  a  1.5%  clip, 
then  unit-labor  costs  are  increas- 
ing at  only  about  2%.  Under  those  circumstances,  bu 
nesses  feel  no  pressure  to  raise  prices,  since  3%  inflati 
allows  a  healthy  margin  for  profits. 

Of  course,  reasoning  like  this  will  never  convince 
skittish  bond  market.  So,  long  rates  are  likely  to  drift 
on  signs  of  a  more  vigorous  economy.  But  just  in  case  y 
missed  the  opportunity  to  refinance  your  mortgage 
the  rock-bottom  low  point  in  rates,  economic  fimdament 
say  you  might  still  get  another  chance  later  on. 


BENEFITS  DRIVE 
EMPLOYMENT  COST 
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THE  WEEK  AHEAD 


NAPM  SURVEY 


Monday,  Nor.  1,  10  a.m. 
The  October  Purchasing  Managers'  In- 
dex probably  rose  to  51%,  from  49.7%  in 
September,  according  to  the  median 
forecast  of  economists  surveyed  by  Mc- 
Graw-Hill Inc.'s  MMS  International. 

CONSTRUCTION  SPENDING  

Monday,  Nor.  1,  10  cum. 
The  MMS  survey  projects  a  1%  rise  in 
September  outlays  for  building  projects. 
Spending  had  fallen  1.1%  in  August. 

LEADING  INDICATORS  

Tuesday,  Nov.  2,  8: SO  a,m. 

The  index  of  leading  indicators  for 

September  is  expected  to  rise  by  0.4%, 


says  the  survey.  The  gain  would  follow  a 
1%  advance  in  August. 

NEW  SINGLE-FAMILY-HOME  SALES 

Tuesday,  Nov.  2,  10  a.m. 
September  sales  of  new  homes  are  fore- 
cast to  increase  to  an  annual  rate  of 
646,000,  from  616,000  in  August.  Sales 
have  dipped  for  two  months  in  a  row, 
but  the  lowest  mortgage  rates  in  a  quar- 
ter-century are  expected  to  keep  de- 
mand on  a  rising  trend. 

FACTORY  INVENTORIES  

Thursday,  Nor.  4,  10  CLm. 
Inventories  in  manufacturing  likely  were 
little  changed  in  September.  Stock  levels 
were  flat  in  August,  and  they  are  very 
low  in  relation  to  factory  shipments. 


PRODUCTIVITY  AND  COSTS 

Thursday,  Nov.  -4,  10  a.m. 
Output  per  hour  in  the  nonfarm  eco 
my  probably  rebounded  last  quart 
with  an  advance  of  about  1.5%  at  an 
nual  rate.  Productivity  had  fallen  in  b 
the  first  and  second  quarters.  Manuf 
turing  efficiency  likely  posted  anotl 
good  showing,  on  the  order  of  3%. 

EMPLOYMENT  

Friday,  Nov.  5,  8:30  cum. 
October  nonfarm  payrolls  are  projeci 
to  have  risen  by  165,000,  says  the  M 
survey,  after  September's  156,000  gi 
Jobs  in  manufacturing  are  expected 
be  unchanged.  The  jobless  rate  sho 
remain  flat  at  6.7%. 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud. 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


'0  1993  Liberty  Mutual  Insurance  Group/B 
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TRADE  I 
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NAFTA* 

LET'S  MAKE  A  DEAL 

CLINTON  DESPERATELY  NEEDS  A  WIN— AND  THE  HORSE-TRADING  IS  FRANTIC 


It's  high  noon  for  NAFTA. 
As  the  battle  over  creat- 
ing the  largest  trading 
bloc  in  the  world  comes 
down  to  its  final  weeks, 
President  Clinton  has 
launched  an  all-out  campaign  to  salvage 
the  much-mulled  and  much-maligned 
North  American  Free  Trade  Agreement. 
The  White  House  war  room  is  humming 
again.  Cabinet  officials  are  hitting  the 
hustings,  offering  political  cover  for  wa- 
vering lawmakers.  And  as  the  Nov.  17 
showdown  vote  in  the  House  approach- 
es, members  can  hear  the  familiar  sound 
of  money  jingling.  That  means  Washing- 
ton's version  of  Let's  Make  a  Deal  is 
about  to  begin. 

Call  him  Machiavellian  if  you  will,  but 
President  Clinton  seems  inclined  to  win 
NAFTA  the  old- 


fashioned  way:  by  buying  it  with  a  last- 
minute  blizzard  of  concessions.  "I'm  not 
used  to  being  in  this  sewer  of  boutique 
politics,"  says  a  senior  U.  S.  official. 

Whatever  the  cost  of  victory,  losing 
would  be  far  worse  for  the  Clinton  Pres- 
idency. After  miscalculations  in  Somalia 
and  Haiti,  Clinton  can't  afford  more 
pratfalls  on  the  international  stage. 
Moreover,  failure  on  nafta  could  abort 
his  chance  to  push  through  negotiations 
that  could  lead  to  the  greatest  trade  lib- 
eralization since  World  War  II  (table). 
HARD  SPIN.  If  NAFTA  is  defeated,  fears 
abroad  about  a  protectionist  drift  in 
U.  S.  policy  could  torpedo  efforts  to 
meet  a  Dec.  15  deadline  for  lowering 
worldwide  barriers  through  the  General 
Agreement  on  Tariffs  &  Trade.  Japan 
might  also  balk  in  negotiations,  some  of 
which  are  scheduled  to  conclude  in  Janu- 


ary, aimed  at  producing  quantifiable  n 
suits  on  a  variety  of  market-openin 
measures.  Clinton  has  been  makin 
progress:  On  Oct.  26,  Tokyo  agreed  1 
open  its  public-sector  construction  ma 
ket.  But  a  nafta  debacle  would  cast 
pall  over  a  trade  summit  of  Asian  Pacif 
nations  that  is  scheduled  in  Seattle  f( 
the  day  after  the  NAFTA  vote.  Frets  Re; 
resentative  Bill  Richardson  (D-N.  M.), 
key  NAFTA  supporter:  "Are  we  going  1 
disarm  this  President  the  day  before  \ 
goes  to  Seattle  to  talk  to  several  Asia 
Presidents  about  trade?" 

Such  rhetoric  is  part  of  a  political  sp: 
designed  to  put  NAFTA  over  the  to 
Both  sides  say  the  momentum  is  final 
swinging  the  President's  way.  But  eve 
the  most  optimistic  supporters  say  \ 
still  is  at  least  40  votes  short.  To  wi 
the  White  House  must  persuade  three  ( 


NOV.  17 


The  House  is  scheduled  to 
vote  on  the  accord.  A  vote 
in  the  Senate,  where  NAFTA  is  expect- 
ed to  pass  easily,  will  quickly  follow  if 
the  pact  gets  the  nod  from  the  House. 


OCT  25   *^°n°<^°  s'scts  Jean 
Chretien  as  its  Prime 
Minister  The  Liberal  vowed  during  his 
campaign  to  renegotiate  NAFTA. 


summit  with  Asian  leaders,  indue 
China's  Jiang  Zemin.  A  NAFTA  Ij 
would  weaken  the  President's  ha- 
during  the  talks. 
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very  four  undecided  House  members  to 
upport  a  trade  pact  that  foes  have  suc- 
essfully  branded  as  a  jobs-loser.  "Most 
eople  would  consider  it  an  uphill  bat- 
le,"  says  White  House  Political  Director 
can  Baggett.  "But  it's  very  winnable." 

To  carry  the  day,  the  NAFTA  brigade 
as  adopted  a  battle  slogan:  "Whatever 
;  takes."  In  one  recent  week,  Clinton 
ivited  65  members  of  Congress  to  the 
Vhite  House.  Cabinet  secre- 
aries  have  flown  to  more 
ban  20  cities  over  two  weeks 
nd  schmoozed  in  more  than 
5  media  markets. 

The  White  House  and  USA 
lAFTA,  a  pro-pact  business 
)bby,  also  have  deluged  the 
istricts  of  undecided  mem- 
ers  with  export  success  sto- 
les. Administration  officials 
epeatedly  visited  Democratic 
lepresentative  L.  F.  Payne's 
''irginia  constituency  to  ar- 
ue  that  local  furniture  and 
3xtile  companies  will  reap  a 
onanza  if  NAFTA  passes.  The  pressure 
elped  move  Payne  from  undecided  to 
eing  an  "enthusiastic"  supporter. 
ROMiSES,  PROMISES.  Such  aggressive 
)bbying  would  normally  ensure  victory. 
;ut  not  with  nafta.  Fed  by  the  fervor 
f  independent  Ross  Perot,  America 
irster  Pat  Buchanan,  and  galactic  popu- 
st  Jerry  Brown — and  a  multimillion-dol- 
ir  advertising  campaign  by  the  AFL- 
10 — NAFTA  has  become  a  glaring 


symbol  of  job  insecurity  in  a  global 
economy. 

Backers  are  using  scare  tactics,  too, 
however.  USA  NAFTA  ads  warn  that  if 
America  doesn't  set  up  a  free-trade  zone 
with  Mexico,  Japan  will.  At  an  Oct.  21 
White  House  meeting.  Attorney  General 
Janet  Reno  told  100  California  business 
and  community  leaders  that  immigrants 
would  flood  their  state  if  the  pact  were 


defeated.  The  audience  included  compa- 
nies in  the  districts  of  Democratic  Repre- 
sentatives Bob  Filner,  Lynn  Schenk,  and 
Norman  Y.  Mineta — all  either  opposed 
to  NAFTA  or  still  undecided. 

Now,  the  dealmaking  is  getting  fran- 
tic. To  persuade  Representative  Esteban 
E.  Torres  (D-Calif.)  to  sign  on,  the  Ad- 
mmistration  promised  that  some  money 
for  a  border  cleanup  would  be  used  for 
loans  to  small  businesses  hurt  by  the 


agreement.  White  House  Chief  of  Staff 
Thomas  F.  "Mack"  McLarty  III  prom- 
ised Representative  Joseph  P.  Kennedy 
II  new  emphasis  on  community-develop- 
ment banks,  a  pet  project  of  the  Massa- 
chusetts Democrat.  And  Bethlehem 
Steel  Corp.,  a  USA  nafta  member,  is 
holding  out  the  prospect  of  new  jobs  at  a 
facility  in  the  district  of  undecided  Rep- 
resentative Benjamin  L.  Cardin  (D-Md.). 

Lawmakers,  however,  are 
clamoring  for  more  deals.  To 
snare  key  votes  in  Florida, 
Louisiana,  and  the  Midwest, 
the  Administration  is  trying 
to  make  rules  more  favorable 
to  U.  S.  sugar  cane,  sugar 
beet,  and  wheat  growers. 
Says  one  pro-NAFTA  strate- 
gist: "A  lot  of  undecided 
members  have  leverage  at 
the  end.  We  have  to  listen." 
NORTHERN  CHILL.  Knowing 
that  they  can't  meet  their 
goal  of  delivering  110  Demo- 
cratic votes,  NAFTA  support- 
ers have  redoubled  efforts  to  cement 
GOP  backing.  USA  NAFTA  has  hired  for- 
mer Republican  National  Committee 
Chairman  Richard  N.  Bond  to  woo  unde- 
cided GOP  members.  Clinton  even  prom- 
ised Representative  Peter  T.  King  (R- 
N.  Y.)  he  would  "personally  repudiate" 
any  Democrat  who  used  King's  support 
of  NAFTA  against  him. 

To  some,  there  are  signs  of  despera- 
tion in  the  White  House  campaign.  Clin- 


The  final  deadline  for  GATT. 
Coming  off  a  no  vote  on 
A,  Clinton  might  not  hove  the 
to  break  the  seven-year  impasse 
I  talks  to  open  European  markets. 


JAN  1  1994   1^  ^^^6  U.S.  has  not 
passed  NAFTA  by 
now,  Chretien  and  Mexico's  Carlos 
Salinas  have  the  right  to  cancel  the 
accord  or  renegotiate  parts  of  it. 

10    Deadline  for  deal  with 

Japan  on  opening  auto  and 
ranee  markets,  if  Clinton  is  hurt  by 
e  defeats,  Japan  may  reject  targets 
products  like  the  Jeep  Cherokee. 
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ton  quickly  dropped  a  $5  fee  on  airline 
tickets — to  offset  the  loss  of  current  tar- 
iff revenue — when  GOP  lawmakers 
balked.  And  the  Administration  has  hint- 
ed it  might  withdraw  from  the  pact  after 
three  years  if  a  study  finds  heavy  job 
losses.  Scoffed  .4.FI^CI0  lobbyist  Bill  Cun- 
ningham: "That  reinstills  everyone's  con- 
cern that  NAFTA  will  hurt  people." 
The  Oct.  25  victory  of  Canada's  Liber- 


al Party,  which  considers  NAPTA  a  bad 
deal  for  Canadian  workers,  sent  the  Ad- 
ministration a  chilling  message.  "NAFTA 
was  a  big  issue,"  says  undecided  Repre- 
sentative Toby  Roth  (R-Wis.).  "American 
politicians  have  to  take  [the  Canadian 
elections]  into  the  equation." 

The  pact's  foes  concede  that  Clinton's 
use  of  Presidential  powers  will  further 
narrow  the  gap.  But  for  Clinton,  the  dif- 


ference between  getting  close  and  win 
ning  hinges  on  how  many  treats  he  cai 
come  up  with  between  Halloween  an( 
the  Thanksgiving  congressional  recess 
The  sight  won't  be  pretty,  but  that' 
what  it  may  take  to  stave  off  a  chain  o 
trade  humiliations  for  Clinton. 

By  Douglas  Harbrecht,  Richard  S 
Dunham,  and  Susan  B.  Garland  i: 
Washington 


Commentary/by  Aaron  Bernstein 


AN  ANTI-NAFTA  ARGUMENT  YOU  HAVEN'T  HEARD 


For  months,  a  media 
juggernaut  has  rolled 
over  anyone  who  chal- 
lenged the  North 
American  Free  Trade 
Agreement  (NAFTA). 
That's  because  economists  have  won 
the  day  by  repeating  their  graduate 
school  lessons  like  a  mantra:  History 
shows  that  free  trade  is  good,  so 
NAFTA  will  benefit  the  U.  S. 
economy.  Those  who  say  oth- 
erwise are  dismissed  as  igno- 
rant or  irresponsible. 

But  the  argument  over- 
looks the  treaty's  biggest  im- 
pact, which  won't  be  on  trade 
but  on  investment,  mainly  by 
U.  S.  companies  in  Mexico. 
Most  studies  rely  on  the  19th 
century  theory  of  free  trade, 
which  assumes  capital  doesn't 
cross  borders.  Result:  The 
studies  miss  the  drain  of  U.  S. 
investment  dollars — which  be- 
gan several  years  ago  in  an- 
ticipation of  the  pact's  becom- 
ing law. 

Some  quick  arithmetic  sug- 
gests that  investment  lost  un- 
der NAFTA  could  outweigh  po- 
tential gains  from  increased 
trade.  "Most  economic  models 
of  NAFTA  don't  look  at  capital 
movements,"  says  Edward  E. 
Leamer,  a  trade  economist  at  the  Uni- 
versity of  California  at  Los  Angeles. 
"And  it  might  give  a  different  answer 
as  to  whether  NAFTA  is  good  or  bad  for 
the  U.  S.  work  force  if  they  did." 
"NO  ONE  HAS  LOOKED."  Indeed,  of  19 
NAFTA  forecasts  reviewed  by  the  Con- 
gressional Budget  Office  (CBO),  just 
five  looked  at  the  issue.  Four  of  these 
assumed — bizarrely — that  any  invest- 
ment surge  in  Mexico  would  come 
from  somewhere  other  than  the  U.  S. 
The  only  study  delving  into  the  issue, 
by  Robert  K.  McCleery,  an  American 
economist  at  Kobe  University  in  Japan, 


predicted  that  NAFTA  would  displace 
about  $2.5  billion  of  investment  from 
the  U.  S.  to  Mexico  annually. 

What  does  that  mean  for  U.  S.  jobs? 
McCleery  doesn't  ask,  because  he  as- 
sumes the  U.  S.  economy  will  fill  in  lost 
jobs  with  new  ones.  But  Georgia  State 
University  economist  Donald  Ratajczak 
figures  that  $1  billion  of  U.  S.  invest- 
ment generates  about  30,000  jobs.  As- 


suming a  $2.5  billion  annual  capital 
outflow,  that  would  mean  375,000  po- 
tential new  jobs  lost  over  five  years — 
more  than  wiping  out  the  170,000  gain 
that  Gary  Clyde  Hufl^auer  and  Jeffrey 
J.  Schott  of  the  Institute  for  Interna- 
tional Economics  in  Washington  pre- 
dict will  occur  in  five  years  if  NAFTA 
passes.  Bruce  G.  Arnold,  the  economist 
who  wrote  the  CBO  paper,  acknowl- 
edges that  investment  outflows  could 
wipe  out  potential  job  gains  from 
NAFTA,  but  he  admits  that  "no  one  has 
looked  at  it  much." 
The  pro-NAFTA  argument  rests  on 


some  shaky  assumptions  about  ex- 
ports, too.  Hufbauer  and  Schott,  like 
most  others,  assume  that  higher  ex 
ports  are  a  net  increase  for  the  U.  S 
economy.  But  the  recent  export  surge 
to  Mexico  wasn't  fueled  by  Mexicans 
on  a  spending  spree.  Some  37'/'  of  it 
went  to  maquiladoras,  which  ship 
most  of  their  output  right  back  to  the 
U.  S.,  according  to  a  recent  General  Ac- 
counting Office  study.  That's 
not  a  net  boost  to  U.  S.  gross 
domestic  product — it's  produc 
tion  lost  to  another  country. 

Moreover,  the  CBO  found 
that  a  further  third  of  U.  S 
exports  to  Mexico  consisted  of 
capital  goods.  If  much  of  this 
money  comes  from.  U.  S.  com- 
panies closing  plants  at  home 
and  setting  up  new  ones  in 
.  Mexico,  these  exports  aren't  a 
1^  net  gain  for  the  U.  S.  either. 
-  Lets  take  an  example:  Say 
General  Motors  Corp.  shuts 
an  Ohio  plant  that  had  cost  $1 
^^^^^  billion  to  build  and  that  em 
ploys  80,000  people.  Then,  it 
builds  a  factory  in  Mexico 
buying  $1  billion  of  equipment 
from  U.  S.  makers.  Hufbauer 
and  Schott  figure  the  econo 
my  will  be  swelled  by  $1  bil 
lion  in  new  exports — enough 
they  estimate,  to  create  19,60( 
new  jobs  for  American  workers.  But 
the  investment  and  30,000  jobs  lost  in 
Ohio  are  left  out  of  the  equation. 

Trade  theory  is  convincing — about 
the  benefits  of  increased  trade.  But  it 
doesn't  address  what's  happening  be 
tween  the  U.  S.  and  Mexico,  which  art 
merging  their  economies.  If  the  effect.' 
of  integration  overwhelm  the  tradt 
gains,  the  U.  S.  could  be  the  loser.  Anc 
economists  simply  don't  pay  enough  at 
tention  to  that  possibility. 


Benistei?!  writes  about  labor  issues  fo 
BUSINESS  WEEK. 
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tORI 


...BUT  PRODUCTIVITY 
SHOULD  SOAR 


VEHICLES  PRODUCED 
ANNUALLY  PER 
WORKER* 


I   ESIllMrt   1 

ON  ANNUAL  PRODUCTION  OF  4.7  MILLION  VEHIClfS 
RK  FORCE  REDUCTIONS  OF  25%,  TO  200,000  BY  1996 
DATA:  BUSINESS  WEEK 


lAYBE  GM  DIDN'T 
IT  SUCH  A  BAD  DEAL 


le  UAW  contract  gives  Jack  Smith  critical  flexibility 


n  1990,  Robert  C.  Stempel  gambled 
$3.35  billion  that  General  Motors 
Corp.  could  shrink  itself  down  to  an 
icient  size  without  mass  layoffs  of 
tory  workers.  The  former  GM  CEO 
jged  that  amount  in  jobless  benefits 
he  company's  last  United  Auto  Work- 
(UAW)  contract,  only  to  watch  GM 
re  into  a  brutal  recession  that  burned 
the  whole  pot — costing  Stempel  his 
Now  his  successor,  Jack  Smith,  has 
ie  an  even  bigger  jobless  bet  of  $3.9 
on  as  part  of  an  expensive  new  UAW 
tract  he  0.  K.'d  on  Oct.  24.  All  told, 
pact  will  raise  GM's  blue-collar  pay- 
costs  by  16%  over  three  years, 
/ill  history  repeat  itself?  Smith  could 
■e  off  a  cliff,  too,  but  he  has  a  much 
ater  chance  than  Stempel  of  coming 
1  winner.  The  new  contract  gives  him 
freedom  to  slash  some  65,000  blue- 
ar  jobs  by  1996,  cutting  gm's  total 
)n  work  force  to  200,000.  If  Smith 
)ws  through  on  the  cuts,  GM's  pro- 
tivity  could  jump  by  nearly  a  third, 
lysts  say,  because  the  company 
lid  have  fewer  workers  making  the 
le  number  of  vehicles — assuming,  of 
rse,  that  its  sales  won't  tank,  as  they 
in  the  recent  recession.  That  would 
!nough  to  close  the  company's  yawn- 
$800-a-car  labor  cost  gap  with  Ford 
or  Co.  "They'd  be  dead  on  [with 
i]  in  productivity,"  says  Wertheim 
^•oeder  analyst  John  Casesa. 
REMENT  HIT.  If  the  fledgling  North 
erican  sales  recovery  stumbles, 
igh,  all  bets  are  off.  After  the  deal 
struck,  Standard  &  Poor's  Corp. 
ched  its  credit  outlook  from  neutral 


to  negative,  signaling  the  possibility  of  a 
credit  downgrade  in  the  next  year  or 
two  if  the  economy  turns  sour.  "The  rat- 
ing agency  worries  about  "turmoil  in  the 
industry  similar  to  what  we  have  just 
been  through,"  says  Scott  Sprinzen, 
S&P's  director  of  corporate  finance. 

There's  no  question  that  GM's  new  la- 
bor pact  will  be  costly.  The  deal,  which 
closely  tracks  the  ones  just  signed  by 
Ford  and  Chrysler,  will  lift  GM's  wage- 
and-benefit  costs  to  about  $52.50  an  hour 
by  1996,  according  to  estimates  by  Paine 
Webber  Inc.  (chart).  Much 
of  the  increase  will  go  into 
higher  retirement  benefits, 
pushing  up  the  company's 
unfunded  pension  liability 
from  $19  billion  to  about  $24 
billion. 

Bad  news,  to  be  sure,  con- 
sidering GM  had  hoped  to  cut 
its  labor  costs.  But  the  com- 
pany clearly  has  the  where- 
withal to  absorb  the  hike. 
Take  its  pension  problems. 
GM  figures  investment  in- 
come will  be  enough  to  make  up  most  of 
the  shortfall  in  its  plan.  Under  the  old 
pact,  it  had  to  ante  up  about  $8  billion  in 
new  funds  by  the  end  of  the  decade.  The 
new  contract  will  add  a  bit  to  that  bur- 
den by  raising  GM's  payments  13%  over 
the  life  of  the  contract,  to  $2,030  a 
month  per  worker,  or  about  another  $2 
billion  by  2000.  But  GM  should  have  cash 
to  foot  the  bill.  Casesa  says  GM  will  have 
$18  billion  in  free  cash  flow  over  the 
next  three  years — even  after  capital 
spending  outlays  of  $7  billion  a  year. 


If  GM  keeps  its 
market  share 
and  Smith 
makes  his  job 
cuts,  he  could 
close  the  cost 
gap  with  Ford 


Such  calculations  are  one  reason  Wall 
Street,  which  knocked  down  (;m's  stock 
by  1.25,  to  44.75  a  share  right  after  the 
deal,  has  reconsidered.  GM's  share  price 
bounced  back  to  about  47  as  analysts 
ran  more  numbers  on  the  agreement. 

Other  elements  of  the  contract  may 
not  be  as  onerous  as  they  seem,  either. 
For  instance,  GM  may  never  have  to 
spend  all  of  the  $3.9  billion  it  pledged  to 
pay  the  wages  and  benefits  of  workers 
idled  during  the  next  three  years.  In- 
deed, Sean  McAlinden,  a  University  of 
Michigan  economist,  figures  the  final 
payout  will  be  more  like  $2  billion. 
That's  because  GM  may  well  be  able  to 
keep  the  tab  down  with  early  retirement 
packages,  such  as  the  one  taken  by 
16,500  UAW  members  in  March. 
OFF  TO  BUFFALO.  New  flexibility  GM  won 
to  require  laid-off  workers  to  relocate 
will  help  to  control  costs,  too.  UAW  mem- 
bers will  have  to  accept 
work  in  plants  100  miles  or 
more  away  from  their  for- 
mer jobs  or  risk  losing  their 
jobless  benefits.  Before, 
workers  could  turn  down 
posts  more  than  50  miles 
away  and  still  draw  up  to 
1007'  of  their  pay.  GM  al- 
ready has  moved  188  people 
from  a  Syracuse  (N.  Y.) 
parts  plant  to  a  Buffalo  en- 
gine factory  under  a  pilot 
program.  An  additional  112 


people  refused  jobs  and  will  drop  out  of 
GM's  expensive  safety  net.  "Are  you  go- 
ing to  drive  200  miles  each  day  to  get  to 
and  from  work?"  asks  John  Ferretti,  51, 
a  repair  worker  at  GM's  Poletown  plant 
in  Detroit,  which  builds  Cadillacs. 

Not  a  happy  prospect.  But  given  the 
depth  of  GM's  troubles,  it's  the  kind  of 
sacrifice  more  GMers  may  have  to  swal- 
low. And  making  them  now  may  be  the 
only  way  for  GM  to  weather  the  next 
industry  downturn. 

Bi/  David  Woodruff  in  Detroit 
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DEALS I 


PARAMOUNT: 

DO  I  HEAR  $11  BILLION? 


Big  investors  expect  yet  another  round  of  bidding 


It  was  a  fine  display  of  corporate  syn- 
ergy, to  be  sure.  A  converted  cafete- 
ria at  Viacom's  Manhattan  headquar- 
ters brimmed  Oct.  25  with  physical 
testament  to  Viacom's  new  $10  billion 
bid  for  Paramount  Communications  Inc. 
Star  Trek  figurines  mixed  it  up  with  Ren 
&  Stimpy  jackets.  An  eight-minute  video 
plugged  Viacom's  MTV  Networks  and 
Paramount's  New  York  Knicks  basket- 
ball team,  to  the  lilting  strains  of  a  spe- 
cially penned  rock  song:  "Don't  you 
know  the  urge?  Merge,  merge,  merge." 
No,  it  wasn't  an  especially  good  song. 

And  the  rhetoric,  too,  is  wear- 
'  ing    thin.  Viacom 

^_  Chairman 


for  the  rest.  And  while  Allen  won't  dis- 
close Diller's  next  move,  other  sources 
involved  in  the  bidding  indicate  that  QVC 
soon  will  take  its  offer  up  a  notch. 

What's  Paramount  worth?  The  per- 
sonal feud  that  has  emerged  between 
Diller  and  Redstone  may  have  obscured 
the  hard  numbers.  But  an  $80-a-share 
bid  comes  to  roughly  21  times  Para- 
mount's cash  flow,  figures  S.  G.  War- 
burg &  Co.  Vice-President  Lisbeth  R. 
Barron — substantially  more  than  the  16 
times  cash  flow  Matsushita  Electric  In- 
dustrial Inc.  paid  for  MCA  Inc.  in  1990. 
With  the  allure  of  a  500-channel  world 
brightening  Paramount's  asset  base, 
Barron  figures  the  company  could  fetch 
up  to  28  times  cash  flow — putting  Para- 
mount's price  tag  at  nearly  $90  a 
share,  or  roughly 


them  worry  about  the  future  of  Pai 
mount." 

Indeed,  neither  QVC  nor  Viacom  a 
pears  to  have  won  major  converts  to  : 
cause.  Few  investors  have  bought  in 
Viacom's  vision  of  Paramount  makii 
films  that  feature  MTV  characters  li 
Beavis  and  Butthead  and  new  cat 
channels  that  feed  from  Paramount's 
brary  of  1,800  films  and  6,100  televisi 
programs.  Just  the  same,  not  ma 
stockholders  are  lining  up  behind  t 
less  specific  plans  laid  out  by  Diller. 
DILLER  OF  AN  OFFER.  For  now,  investc 
appear  to  be  leaning  ever  so  slighi 
toward  Viacom,  which  has  board  supp( 
and  has  passed  key  tests  put  forth 
federal  regulators.  To  underscore  its  ( 
termination  to  grow  aggressively — a 
to  do  it  with  Viacom — Paramount 
Oct.  26  announced  a  joint  venture  w 
Chris-Craft  Industries  Inc.  to  create 
fifth  TV  network,  linking  Paramoun 
four  independent  TV  stations  with  ; 
controlled  by  Chris-Craft. 

The  next  an-  , 
nouncement  f-^  I 


SUMNER'S  AND  BARRY'S 
CLOSEST  FRIENDS 


The  top  five  holders  of  Paramount 
Communications  common  stock* 


CAPITAL  RESEARCH  & 
MANAGEMENT 


8.0% 


GABELLI 
FUNDS 


6.2% 


WELLS 
FARGO 


2.1% 


SOUTHEASTERN  ASSET 
MANAGEMENT 


2.1% 


BANKERS 
TRUST 


2.1% 


•124  3  MIL110N  SHARES  OUTSISNDINC 


DATA  BRIDGE  INEORMAIION  SYSTEMS  INC ,  BUSINESS  WEEK 


Sumner  M.  Redstone,  even  more  ebul- 
lient than  usual,  told  reporters:  "This 
merger  is  not  about  two  plus  two  equal- 
ing four,  but  six,  or  eight,  or  ten."  But 
after  two  months  of  talk  about  strategic 
fit  and  shareholder  value,  it  has  become 
clear  that  the  battle  for  Paramount  has 
little  to  do  with  either:  "In  the  end,  it's 
usually  about  money — who's  offering 
the  most  and  the  timing  of  when  it's 
offered,"  says  Herbert  A.  Allen,  the  in- 
vestment banker  who  is  advising  QVC 
Chairman  Barry  Diller. 
WORTH  WHAT?  Indeed,  within  days  of 
each  other,  (^vc  and  Viacom  have  put 
new  bids  on  the  Uibi^  that  dramatically 
raise  the  cash  stakes:  Both  are  offering 
to  pay  roughly  $80  cash  a  share  for  51% 
of  Paramount's  stock,  exchanging  stock 


$11  billion.  Some  Wall  Street  analysts 
speculate  that  the  company  could  be 
worth  up  to  $100  a  share. 

Paramount's  largest  stockholders  are 
clearly  anticifjating  yet  another  round  of 
bidding.  After  talking  with  both  the  Red- 
stone and  Diller  camps,  Mario  Gabelli 
and  Capital  Group's  Gordon  Crawford, 
Paramount's  two  largest  investors  (ta- 
ble), are  said  to  be  looking  for  higher 
offers  before  committing. 

So  are  others.  "Basically,  what  it 
comes  down  to  is  getting  the  best  abso- 
lute dollar  value,"  says  Brad  Nelson,  an 
analyst  at  IDS  Financial  Corp.  Adds 
DeWitt  Bowman,  chief  investment  offi- 
cer at  giant  CalPERS:  "I  don't  believe  all 
of  this  stuff  about  synergy  anyway.  I'd 
just  as  soon  take  the  money  and  let 


is  likely  to  come  from  Diller.  He  i 
until  Nov.  21,  when  Viacom's  offer 
pires,  to  raise  his  bid,  though  he  rna\ 
so  by  early  November.  He  has  ruled  : 
an  all-cash  bid,  says  an  insider,  and  !< 
he  has  enough  cash  to  substanti 
boost  his  bid  without  taking  on 
partners.  Earlier  talks  with  BellSi 
are  on  hold,  says  this  insider,  "but  if 
need  to  find  more  partners  to  inci-f.^ 
our  bid  we  know  where  to  find  then ' 

Redstone  has  left  the  door  open 
future  equity  partners,  as  well,  il 
likely  find  some:  In  this  battle,  hum 
down  other  peoples'  money  hasn't  1' 
much  of  a  problem.  Actually  spendii 
to  do  the  deal  is  proving  more  diffi> 

By  Ronald  Grover  in  Los  Angeles. 
Lori  Bongiorno  in  New  York 
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ACE  52  

EDUCATION  BS,  University  of 
Illinois;  MS  engineering,  PhD 
applied  math,  Brown  University. 

CAREER  PATH  Started  at  Bell 
Lobs  as  a  researcher  in  1 965. 
Joined  Motorola  in  1 976. 
Climbed  the  ranks  of  the  mo- 
bile radio  and  paging  units, 
spearheading  Motorola's  1982 
move  into  Japan  in  paging. 
Named  CEO  in  1 988. 


PROFILE  Quiet,  self-effacing, 
cerebral.  A  passionate  adher- 
ent to  Japanese  production 
and  quality  techniques.  Chair- 
man of  the  high-profile  Council 
on  Competitiveness,  a  public 
policy  group. 


GEORGE  M.C  FISHER 


KKKSUHAL  wantea  to  be  pro 
baseball  player  but  was  side- 
lined by  college  injury. 


rO:  GEORGE  FISHER 
Ih  HOW  TO  FIX  KODAK 


can  be  done.  Just  follow  these  not-so-simple  instructions . . . 


flIL  s  the  new  CEO  at  Eastman  Ko- 
dak  Co.,  you've  just  accepted  one 
^^^of  the  toughest  jobs  in  Ameri- 
n  business.  Your  new  company  has 
!en  mismanaged  for  at  least  a  decade, 
;  employees  are  dispirited,  the  talent  in 
;  executive  ranks  is  thin.  But  you  have 
omising  raw  material  to  work  with, 
ilike  IBM,  Kodak  still  posts  reasonable 
lerating  profits,  and  there  are  no  rev- 
ationary  new  technologies  destroying 
:  core  business— yet.  The  yellow  Kodak 
m  box  is  one  of  the  world's  best  brand 
inchises,  and  Kodak  retains  two-thirds 
the  U.  S.  film  market. 
There's  still  time  to  save  this  113- 
■ar-old  giant.  But  you'll  have  to  act 
it.  Here  are  some  critical  issues  that 
ast  be  addressed: 

Cesf<ulfing.  You  never  had  to  do  much 
it  at  Motorola,  but  it's  a  big  issue 
re.  Your  predecessor,  Kay  Whitmore, 
IS  fired  for  doing  too  little,  too  late. 
)dak  is  bloated,  and  Wall  Street  figui-es 
,000  of  its  110,000  workers  should  be 
t.  That  may  be  about  right,  or  it  may 
slashing  too  deeply  into  a  complex 
?anization.  Whatever  number  you  de- 
le on,  do  it  in  one  sharp  blow:  Morale 
too  low  for  drawn-out  agony. 


Cost-cutting  has  to  go  deeper  than 
staff-slashing.  Everything  Kodak  does 
is  gold-plated:  Kodak's  research  and  de- 
velopment spending,  at  $1.6  billion,  or 
7.9%  of  !^ales,  are  far  too  high.  Too  much 
money  is  lavished  on  fruitless  projects. 

■  Cuhwre.  Kodak  is  far  too  inbred  in  its 
Rochester  (N.Y.)  base.  Most  high-level 
executives  are  lifers.  You'll  be  the  first 
CEO  from  outside  the  company.  Bring  in 
new  talent  at  all  levels,  particularly  mar- 
keting expertise,  which  is  sorely  lacking. 
Should  parts  of  the  company  be  moved 
out  of  insular  Rochester? 

Then,  work  on  toughening  up  the 
com[)any's  too-genteel  and  nonconfron- 
tational  culture.  One  former  exec  jokes 
that  he  actually  liked  it  when  people 
swore  in  the  corridors  at  Kodak;  at  least 
it  showed  a  spark  of  passion.  You  need 
to  estal)lish  a  tougher  atmosphere  in 
which  managers  are  held  accountable. 

■  Long^rm  strategy.  Kodak  has  badly 
fuml)led  here.  While  management  feared 
the  threat  to  its  core  photogi-aphy  mar- 
ket from  digital  imaging,  it  never  fig- 
ured out  how  to  respond.  Billions  have 
been  wasted  on  research  aimed  at  re- 
making the  company  into  an  electron- 
ics player.  Billions  more  went  into  a  dis- 


credited diversification  effort. 

You  should  turn  back  the 
clock  15  years  and  refocus  on 
the  core  photography  busi- 
ness. Sure,  digital  imaging 
will  inevitably  eat  into  this 
market.  But  the  impact  could 
1)6  a  decade  or  more  away. 
In  the  meantime,  figure  out 
how  to  combat  cheaper  pri- 
vate-label film,  which  is  steal- 
ing market  share  in  the  U.  S. 
Consumers  are  finally  realiz- 
ing that  most  films  are  about 
the  same,  yet  Kodak  charges 
20%  more.  Should  you  cut  Ko- 
dak's prices,  or  sell  private 
label  yourself?  Whitmore  nev- 
er settled  on  any  strategy— 
you  must. 

■  Asset  sales.  Kodak  needs 
to  reduce  its  $8.7  billion  in 
debt  and  refocus  itself.  The 
struggling  copier  division 
should  be  sold  or  put  into  a 
joint  venture.  Kodak  doesn't 
have  the  heft  to  beat  the  Jap- 
anese in  that  game. 

Then  there's  Sterling  Drug 
Inc.  Let's  face  it,  that  1988 
acquisition  for  $.5.1  billion  was 
a  bad  buy.  Still,  Kodak  has  lavished 
huge  amounts  on  drug  research  and  may 
have  some  promising  new  products  in 
three  to  five  years.  Besides,  Sterling 
won't  fetch  much  in  this  market.  Hang 
on  to  it— at  least  for  a  while. 
■  Organizational  structure.  Kodak's  or- 
ganization lacks  clear  lines  of  authority. 
It's  rife  with  petty  fiefdoms,  and  rarely 
is  anyone  held  responsible  when  things 
go  wrong.  One  example:  When  Kodak 
was  introducing  the  Photo  CD  last  year, 
many  staffers  were  convinced  that  com- 
mercial l)uyers  were  the  target  market. 
But  management  insisted  on  heralding  it 
as  a  consumer  electronics  item.  Why? 
Because  the  project  was  conceived  and 
run  by  the  Consumer  Imaging  group. 
Insiders  say  those  championing  commer- 
cial uses  had  to  operate  almost  as  a 
guerrilla  movement.  Guess  what?  Photo 
CD  has  been  a  consumer  flop. 

Sound  like  a  tall  order?  It  will  be 
toughei'  than  your  Motorola  job,  where 
in  1988  you  took  the  helm  of  a  company 
already  on  an  ujjward  trajectory.  (Jrant- 
ed,  sales  have  doubled  in  your  five  years 
and  the  stock  price  has  increased  at  a 
26%  compound  rate.  Indeed,  you're  leav- 
ing Motorola  in  good  shape  for  your 
likely  successor.  Assistant  Chief  Oper- 
ating Officer  Christopher  B.  Galvin. 

But  you  haven't  had  to  fire  thousands 
of  people  or  rejuvenate  a  tired  culture. 
And  marketing,  a  key  need  at  Kodak,  is 
one  of  Motorola's  few  weak  spots.  Good 
luck— you'll  need  it. 

By  Mark  Maremont  in  Boston,  with 
Lois  Therrien  in  Chicago 
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THE  ENVIRONMENT! 


HAS  us  ECOIOGY 
CLEANED  UP  ITS  ACT? 


Letting  it  build  a  nuclear  dump  is  no  way  to  find  out,  say  Califomians 


At  the  Hungry  Bear  restaurant  off 
old  Route  66  in  Needles,  Calif., 
nothing  gets  people  more 
worked  up  than  talking  about  i;s  Ecolo- 
gy Inc.  and  its  plan  to  build  a  nuclear 
waste  dump  in  the  Mojave  Desert,  23 
miles  west  of  town.  "They've  shown  up 
with  every  expert  known  to  man,"  com- 
plains Roy  Mills,  mayor  of  Needles,  pop- 
ulation 5,600.  "They  give  us  a  pat  on  the 
head  and  tell  us  we're  not  smart  enough 
to  understand."  Across  town  at  Denny's, 
the  talk  is  the  same.  "They  tell  us  the 
dump  is  going  to  be  high-tech,"  says 
Larry  Ford,  a  railroad  conductor.  "Heck, 
what's  so  high-tech  about  digging  a 
hole,  filling  it  up,  and  covering  it  with 
dirt?  My  dog  does  that." 

US  Ecology,  a  Louisville  subsidiary  of 
Houston's  American  Ecology  Corp.,  has 
drawn  fire  over  its  scheme  to  bury  nu- 
clear waste  in  unlined  trench- 
es just  19  miles  from  the  Colo- 
rado River,  the  biggest  source 
of  water  for  Southern  Calif or- 
The  company  stands  to 


nia. 

take  in  as  much  as  $3  billion 
in  revenues.  But  critics  con- 
tend US  Ecology  has  chosen 
the  easiest,  least  expensive 
way  to  build  the  Ward  Valley 
dump,  ignoring  suggestions 
by  the  Environmental  Protec- 
tion Agency  and  local  regula- 
tors that  it  should  provide 
plastic  trench  liners  and  better 
monitoring  equipment.  What 
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worries  opponents  most,  though,  is  us 
Ecology's  long  trail  of  leaky  radioactive 
dumps  and  lawsuits,  "us  Ecology  is  not 
fit  to  run  Ward  Valley,"  says  U.  S.  Sena- 
tor Barbara  Boxer  (D-Calif.). 

In  Kentucky,  for  example,  US  Ecolo- 
gy's Maxey  Flats  dump  was  put  on  the 
epa's  Superfund  list  of  most  polluted 
sites  in  1986,  after  plutonium  and  other 
radioactive  wastes  were  discovered  leak- 
ing from  the  dump.  The  Illinois  attorney 
general  filed  suit  against  the  company  in 
1978,  seeking  $97  million  in  damages  af- 
ter radioactivity  polluted  a  lake  near  US 
Ecology's  Sheffield  dump.  North  Caroli- 
na rejected  a  us  Ecology  proposal  in 
1984  to  build  an  incinerator  there,  citing 
the  company's  troubled  record.  And  ear- 
lier this  year,  Nebraska  turned  away  US 
Ecology  over  worries  about  the  compa- 
ny's choice  of  a  dump  site. 


US  ECOIOGTS  CHECKERED  HISTORY 


MAXEY  FLATS,  KY.  Operated  waste  disposal  site  untilleaking 
plutonium  forced  a  shutdown  in  1977.  In  1986,  the  EPA  put  the 
dump  on  its  Superfund  list.  Cleanup  could  cost  up  to  $100  million. 

SHEFFiEID,  ILL  State  attorney  general  sued  for  $97  milli 
1978  after  finding  radioactive  waste  leaching.  In  1988,  t 
company  agreed  to  pay  $8  million  for  cleanup. 

BEATTY,  NEV.  Closed  several  times  by  regulators  for  numerous 
violations.  Nevada  ordered  it  closed  permanently  in  January, 
1 993,  but  now  allows  U  S  Ecology  to  bury  nonnucleor  waste. 

US  Ecology  acknowledges  some  past  problems,  but  says  it  has 
improved  operations 


US  Ecology  acknowledges  it  has  hi 
problems  at  some  sites  but  insists  i; 
operations  have  improved.  It  is  even  r> 
applying  to  operate  in  Nebraska.  Whe 
it  managed  Maxey  Flats  and  other  siti' 
in  the  1970s  and  early  1980s,  says  Jam( 
Shaffner,  the  company's  assistant  ma 
ager  for  California  operations,  less  w: 
known  about  handlir 
radioactive  materials- 
and  safety  regulatio: 
were  not  well  define 
"It  was  a  simpler  tin 
in     the  ecologic 
awareness  of  the  cou 
try,"  he  says.  In  197 
US  Ecology  agreed  to  close  Maxey  Flal 
in  return  for  the  state's  assuming  lial 
ity.  And  in  1988,  the  company  paid 
million  to  settle  the  Illinois  suit,  witho 
admitting  any  wrongdoing. 

US  Ecology's  track  record  is  in  t 
spotlight  as  Interior  Secretary  Bru 
Babbitt  prepares  for  upcoming  hearin 
on  whether  to  transfer  federally  own 
Ward  Valley  to  the  state — allowing 
Ecology  to  proceed.  Babbitt  is  und 
pressure  from  Congress  to  approve  t 
land  giveaway,  which  would  help  fulJ 
a  1985  law  mandating  the  creation  of 
network  of  low-level  nuclear-waste  sit( 
LAX  NOD.  As  the  debate  heats  up, 
Ecology's  Shaffner  says  the  compa 
has  become  the  target  of  "a  concentr 
ed  disinformation  campaign  by  the 
tire  antinuclear  movement."  Critics 
gue  that  Governor  Pete  Wilson  was 
in  giving  US  Ecology  the  nod  to  devel 
Ward  Valley,  after  three  other  com] 
nies,  including  Westinghouse  Elect 
Corp.  and  Morrison  Knudsen  Cor 
bowed  out  over  liability  concerns.  T 
state's  Health  Services  Dept.  says 
studied  US  Ecology's  proposal  exha' 
tively,  finding  the  company  "more  th 
qualified."  Others  say  Wilson  need  oi 
have  looked  across  the  state  line  to  ge 
different  picture. 

Nevada  Governor  Bob  Miller  ordei 
the  shutdown  of  us  Ecology's  Beatty 
cility  in  January,  after  a  string  of  pr 
lems  dating  from  1976.  That's  when 
Ecology  employees  wt 
found  selling  radioactive  to 
and  other  equipment  to  lo 
residents.  US  Ecology  says 
has  since  dismissed  the 
workers.  More  recently, 
dump  has  been  shut  do 
many  times  for  safety  vi( 
tions.  The  company  says 
shutdowns,  for  minor  infr 
tions,  were  motivated  larg 
by  politics.  But  Goveri 
Miller  says:  "We  were  in  c 
stant  disagreement  with  th 
about  the  amount  of  radic 
five  waste  they  were  bring 


DATA:  COMMKY  REPORTS,  BUSINESS  WEEK 


Safellite 

T1900C 


Ergonomic  Engineering:  ABS  casing  with  rounded 

edges  tiji  II  iUL-ased  durability;  sliding  doors  for  port 
protection;  and  award-winning  keyboard  design  with 
sculpted  keys  and  tilt-up  feature  for  faster,  easier  typing. 


9.5"  Dynamic- 
STN  Color:  Faster, 
brighter  VGA  color 
tliat  IS  ideal  for 
Windows^  and 
graphics 
applications. 


A 


14.5mm  Type  III 
Industry-Standard 
PCMCIA  2.0  Slot: 

Lets  you  slide  in  credit 
lard  sized  data/fax 
modem,  networking 
card,  hard  dnve,  or  more. 


FHE  NEW  SATELLITE"  486  CUTS  THE  PRICE 
OF  ADMISSION  TO  ALL  THESE  FEATURES. 


Now  you  don't  have  to  pay  a  premium  in  pnce  to  get 
die  perfomiance  of  a  486  notebook  PC. 

The  T1900  Series  from  Toshiba 
zombines  advanced  features  and 
:|uality  design  at  a  great  value. 

Even  the  most  basic  Satellite  486  is  a 
ot  of  computer.  And  the  PCMCIA  slot 
ets  you  add  a  whole  new  family  of 
powerful  penpherals,  from  hard  dnves 
:o  communications. 

So  it's  obviously  everything  you  need  to 
yvork  smart  and  fast.  Not  so  obvious  are  the 
idvantages  of  Toshiba  design  that  make  your 
.vork  easier  Things  like  longer  battery  life, 
ktter,  more  durable  matenals  and  constmction. 
ergonomic  design  that's  easier  on  your  body. 

And  service  and  support  that  eases  your  mind.  If  you're  ready  for 
486  computing,  look  into  the  Toshiba  T1900 
Series.  It  has  a  lot  to  show  for  itself,  without 
being  a  big  ticket  item. 

For  a  dealer  near  you  call:  1  (800)  457-7777 


SatEllite 


The  BallPoint  "Mouse: 

Connects  directly  to  the 
computer  rfirough  a  unique 
"one-touch"  QuickPort^" 
so  there's  no  cord  to  get 
in  your  way. 


T1900 

•  9.5"  STN  monochrome  LCD 

•  80/120/200MBHDD 

•  6.4  lbs. 

T1900C 

•  9,5"  Dynamic-STN  color 
•I20/200MBHDD 

•  Under  7  lbs 

BOTH  MODELS 

•  Intel  486SXA/20MHZ,  .3.3v 
•8  KB  cache 

•  4MB  upgradable  to  20MB  RAM 
•14.5mm'Type  III  PCMCIA  2.0  slot 

•  BaOPoinl'"  mouse  with  QuickPortf" 

•  NiMH  battery  with  Toshiba 
MaxTime"''  Power  Management 

•  DOS  6.0,  Windows®  pre-installed 


In  Touch  with  Tomorrow 

TOSHIBA 


in] 


Ci  1993  Toshiba  Amenca  Information  Systems,  Inc.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation,  All  product  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  dieir  respective  companies. 
*T190C,  80AAB  HDD.  Reseller  pnces  may  differ.  All  pnccs  and  specificatiotis  are  sub|ea  to  change.  Shipping,  handling,  and  applicable  sales  tax  not  included. 


in.  I  certainly  did  not  have  a  good  work- 
ing relationship  with  thenn."  MS  Ecolo- 
gy's offer  of  a  $20  million  donation  to 
the  state's  cash-strapped  prison  system 
if  allowed  to  keep  its  dump  open  didn't 
change  Miller's  mind. 

US  Ecology  has  shown  an  uncanny  abil- 
ity to  wiggle  out  of  tight  spots.  Take 
Maxey  Flats,  which  it  operated  from 
1963  to  1977.  In  1992,  after  a  six-year 


battle  with  the  EPA  and  Kentucky,  a 
U.  S.  District  Court  judge  ruled  that  the 
company  was  not  liable  for  any  of  the 
cost  of  cleaning  up  the  mess — estimates 
vary  from  $34  million  to  $100  million. 

Now,  US  Ecology  is  trying  to  win 
friends  in  the  Golden  State.  Since  1986, 
the  company  has  made  campaign  contri- 
butions in  California  of  more  than 
$130,000,  according  to  state  records.  Re- 


cently, US  Ecology  shipped  new  compulj 
ers  to  the  Needles  high  school.  But  thi 
isn't  going  to  cut  it  with  Mayor  Mills.  " 
consider  that  a  bribe,"  he  says.  Shaffne 
says:  "Anything  we  do  is  going  to  b 
considered  in  a  negative  light."  Maybe 
.but  it  will  take  more  than  a  few  PCs  t 
convince  the  people  of  Needles  that  thi 
hole  in  the  ground  is  a  good  idea. 

By  Eric  Schine  in  Needles,  Call, 


IMMIGRATION! 


AN  IMMIGRANT-WORKER  SCHEME 
COMES  UNDER  FIRE 


Are  companies  replacing  citizens  with  lower-paid  foreign  professionals? 


Ei 


ven  in  an  industry  used  to  brutal 
competition,  the  past  two  years 
have  been  a  rough  ride  for  Digital 
Equipment  Corp.  As  part  of  its  effort  to 
return  to  profitability,  the  company  has 
cut  21,446  U.  S.  jobs  since  late  1991.  Yet 
at  the  same  time  it  was  aggressively 
downsizing,  DEC  was  applying  for  more 
than  1,100  visas  for  foreign  workers. 

A  DEC  spokeswoman  says  that  the 
computer  maker  requested  the  visas  to 
speed  transfers  from  its  operations  in 
India  to  the  U.  S.  and  that  it  actually 
brought  only  50  foreigners  stateside. 
But  to  unions  and  professional  associa- 
tions, this  episode  is  worrisome — and  all 
too  common.  They  believe  that  U.  S.  cor- 
porations may  be  replacing  thousands  of 
American  workers  with  often  lower-paid 
foreign  professionals — experts  in  every- 
thing from  computer  programming  to 
developing  blood  substitutes.  Imported 
workers  are  "putting  American  taxpay- 
ing  citizens  on  the  street,"  complains 
James  L.  Schneider,  president  of  the 
Northern  California  chapter  of  the  Na- 
tional Association  of  Computer  Consul- 
tant Businesses. 

That's  why  the  Labor  Dept.  on  Oct.  6 
quietly  proposed  legislation  to  crack 
down  on  the  H-IB  visas  used  to  bring 
skilled  foreign  labor  into  the  U.  S.  The 
Administration's  measure,  which  has  not 
yet  been  intnjduced  in  Congress,  would 
bar  companies  from  laying  off  Ameri- 
cans in  the  occupations  they  want  to  fill 
with  H-IB  workers.  It  also  would  force 
employers  to  take  steps  toward  training 
Americans  for  those  jobs. 
"MISGUIDED."  Special  skills  visas  have 
encountered  controversy  before.  Under 
pressure  from  labor,  the  1990  Immigra- 
tion Act  imposed  an  annual  ceiling  of 
65,000  visas  a  year  for  "specialty  occupa- 
tions." The  visas  last  a  maximum,  of  six 
years.  And  employers  are  supposed  to 
pay  the  visa  holders  either  the  same  as 


their  U.  S.  workers  or  the  regional  norm, 
whichever  is  higher.  During  the  past 
three  years,  more  than  100,000  compa- 
nies have  requested  papers — especially 
for  physical  therapists,  civil  engineers, 
and  computer  programmers  (table). 

But  concern  about  stubbornly  high  un- 
employment has  prompted  Labor  to  beef 
up  enforcement  against  program  abus- 
ers. U.  S.  computer  consultants,  for  in- 


denies  wrongdoing  and  is  negotiating  t 
reduce  the  charges  and  penalties. 

Companies  gearing  up  to  fight  L£ 
bor's  legislation  argue  that  a  few  abuse 
shouldn't  kill  a  program  that  helps  U.  ^ 
competitiveness.  American  companie 
need  to  import  specialists  unavailable  i 
the  U.  S.  "It's  important  to  get  ne\ 
blood  into  the  organization,"  says  Pai 
Elmer,  international  human  resources  d 
rector  at  Motorola  Inc. 
NEW  JOBS.  These  foreign  experts  ofte 
allow  companies  to  launch  new  open 
tions  that  can  employ  more  Americans 
Australian  software  engineer  Leonar 
A.  Steinfeld,  for  instance,  has  been  i 
the  U.  S.  since  1990  training  employee 
at  Atlanta-based  Masterpack  Inc.  to  ii 
stall  and  modify  a  software  accountin 
package  he  designed  in  Sydney.  Thank 


THE  VISA  MILL 


Employers  granted  approvals  to  hire  foreign- 
ers for  computer-related  jobs  in  the  U.S. 
from  Oct.  1,  1991  to  May  12,  1993 

Jobs  approved 
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stance,  charge  that  foreign  "job  shops" 
violate  the  rules.  These  electronic  sweat- 
shops contract  out  programmers  from 
India,  China,  the  Philippines,  and  else- 
where at  less-than-prevailing  wages. 

On  Aug.  9,  Labor  hit  Complete  Busi- 
ness Solutions  Inc.,  a  Farmington  Hills 
(Mich.)-based  employment  agency  that 
places  programmers  from  India,  with 
$180,000  in  penalties  for  failing  to  pay 
the  required  wage  rate  and  for  paper- 
work violations.  Tim  Manney,  CBSl's 
chief  financial  officer,  says  the  company 


to  Steinfeld,  "we  are  able  to  employ  1 
people,"  says  Masterpack  President  Sa 
Kaye.  "We  would  not  be  able  to  get  th 
product  off  the  ground  without  him." 

Business  believes  that  the  way  out  ( 
the  dilemma  is  to  give  Labor  more  poN 
er  to  ferret  out  abuses  in  the  H-IB  pi' 
gram.  But  U.  S.  workers  want  furtln 
curbs.  With  anti-immigration  sentimei 
high,  lawmakers  will  have  a  tough  tin 
crafting  a  compromise  that  satisfi( 
business. 

By  Catherine  Yang  in  Wushingt< 
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>  1993  United  Parcel  Service  of  America,  Inc.  ( 


Soon  every  UPS  vehicle  will  come 
with  a  map  of  its  delivery  route. 

Literally  speaking,  it's  a  map  of  the  world.  An  overview  of  the  185  countries  and 
territories  we  serve.  Figuratively  speaking,  it's  much  more.  Because  it  represents  nothing 
less  than  the  evolution  of  our  entire  company. 

An  evolution  brought  on  by  a  business  world  whose  needs  have  increasingly  become 
worldwide.  To  keep  pace  with  these  changes,  we've  not  only  increased  the  number  of 
places  we  deliver  packages.  We've  changed  the  very  way  we  deliver  them. 

In  fact,  we've  spent  billions  of  dollars  doing  just  that.  Building  everything  from  the 
most  advanced  customs  clearance  network  to  the  first  nationwide  cellular  tracking  system. 
Technology  not  for  the  sake  of  technology,  but  for  the  sake  of  serving  our  customers  better. 

Suffice  it  to  say,  we've  made  a  lot  of  changes  to  our  company.  We  just  figured 
it  was  time  to  make  one  to  our  vehicles.  The  package  delivery  company  more  companies  count  on. 


ups 


Commentary/by  Joan  O'C.  Hamilton 

ClONiNG  EMBRYOS:  AN  ETHICAL  EMERGENCY 


Twins  born  20  years  apart . . .  big 
families  full  of  carbon-copy  chil- 
dren ...  a  frozen  embryo  that  can 
be  thawed  and  plundered  for  therapeu- 
tic tissues  for  its  living  twin.  Welcome 
to  Tales  from  the  Petri  Dish,  a  sci-fi 
chiller  spinning  among  medical  ethi- 
cists  and  the  public.  The  wild  imagin- 
ing began  when  researchers  at  George 
Washington  University  Medical  School 
reported  in  mid-October  that  they  had 
successfully  created  genetically  identi- 
cal twin  and  triplet  embryos  out  of  a 
single  human  embryo. 

To  be  sure,  there's  a  huge  leap  of 
time  and  technology  from  the  pub- 
lished feat  to  those  imaginings.  The  cw 
scientists  took  pains  to  point  out  that 
they  completed  their  experiment  on 
nonviable  embryos  they  never  intended 
to  implant.  In  part,  they  said,  their 
goal  was  to  stir  discussion. 

They  did  that,  all  right.  For  many 
Americans — some  of  them  not  yet  com- 
fortable with  gene-spliced  tomatoe.s — 
the  news  was  unsettling.  That's  partly 
because  the  study  was  hyped  by  soine 
media  as  opening  the  floodgates  on  hu- 
man cloning.  But  the  truth  is,  there  is 
no  binding  regulation  or  guideline  that 
would  keep  scientists  from  creating  vi- 
able embryos — or  going  further. 
"SERIOUS  STUFF."  This  experiment  has 
iinplications  beyond  the  infertility  are- 
na: Embryonic  cloning  could  be  a  valu- 
able tool  for  studying  human  develop- 
ment, genetically  modifying  embryos, 
and  investigating  new  transplant  tech- 
nologies. Such  possibilities  are  the  rea- 
son that  biotech  must  proactively  em- 
brace ethical  guidelines  for  this 
research. 


The  biotech  industry  is  constantly 
absorbing  new  developments — from 
real-life  Jurassic  Park-style  research 
to  the  use  of  animal  genes  in  vegeta- 
bles— that  make  it  vulnerable  to  unex- 
pected bullets.  Carl  Feldbaum,  presi- 
dent of  the  Biotechnology  Industry 
Organization  (BIO)  in  Washington,  isn't 
dismissing  the  embryo  flap.  "This  is 
real  serious  stuff  that  goes  very  deeply 
into  peoples'  psyches,"  he  says.  Feld- 
baum says  he'll  raise  the  issue  of  the 
association's  stand  on  ethi- 
cal guidelines  at  Bio's  De- 
cember board  meeting. 

Someone  should.  As  bio- 
tech's  work  becomes  more 
sophisticated,  the  public  will 
more  often  be  asking  an  un- 
comfortable question:  What 
will  scientists  come  up  with 
next — and  should  they  be 
stopped?  Biologist  Ruth 
Hubbard  of  Harvard  Uni- 
versity, author  of  a  critical 
look  at  the  use  of  genetic 
manipulation  to  solve  medi- 
cal ailments,  says  she 
doesn't  think  this  particular  experi- 
ment is  a  problem,  "but  it  shows  peo- 
ple can  do  things  that  horrify  members 
of  the  public — and  there's  no  coherent 
policy." 

Unfortunately,  regulation  of  biomed- 
ical research  ethics  has  been  spotty 
and  half-hearted  for  years.  The  U.  S. 
allowed  its  only  national  bioethics  com- 
mission to  expire  in  1989.  As  for  in 
vitro  research,  the  Reagan  Administra- 
tion cancelled  federal  funding  a  decade 
ago.  So  work  in  that  arena  has  been 
privately  funded — and  unregulated. 


This  field  of 
biotech  could 
aid  the  study 
of  human 
development 
— but  science 
must  be 
responsive  to 
public  fears 


There  is  a  good  example  of  how  the 
biotech  industry  has  benefited  from 
ethical  supervision:  The  Recombinant- 
DNA  Advisory  Committee  to  the  Na- 
tional Institutes  of  Health  actively  as- 
sesses the  ethics  and  advisability  of 
gene-therapy  experiments  in  a  public 
forum.  .A.IDS  researcher  Daniel  Hoth, 
now  senior  vice-president  of  Cell  Gene- 
sys,  believes  such  responsible  treat- 
ment has  greased  the  skids  for  an  "ex- 
plosion" of  gene-therapy  experiments 
with  little  public  opposition. 
FIRM  STAND.  The  argument 
some  ethicists  have  made 
that  our  society  is  too  mor- 
ally upright  to  even  ponder 
cultivating  embryos  as  tis- 
sue donors  is  unrealistic.  In 
1990,  Abe  and  Mary  Ayala 
admitted  they  conceived  a 
baby  girl  to  provide  donor 
bone  marrow  for  an  older 
sibling  dying  of  leukemia, 
and  transplant  centers  say 
the  Ayalas  are  not  alone. 
Now,  it's  time  to  begin  a  de- 
bate on  what  new  means 
will  be  available  to  such  parents. 

Dr.  Elena  Gates,  an  expert  in  repro- 
ductive issues  at  the  University  of  Cali- 
fornia at  San  Francisco,  says  she's  sor- 
ry it  takes  a  fait  accompli  such  as 
GW's  embryo  cloning  to  get  the  right 
people  talking  ethics.  On  the  other 
hand,  she  says,  "I  prefer  this  to  an- 
nouncing that  Mrs.  Jones  just  gave 
birth  to  twins — and  she's  got  two  more' 
in  the  freezer." 

Hamilton  covers  biotechnology  for- 
BUSINESS  WEEK. 
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Nonstop  to  London. 
Showers  expected  upon  arrival. 


British  Ainvays'  new  arrival  facilities  at  London's  Heathrow  and  Gatwick  airports  are  making  quite  a  splash.  Now, 
ClubWorid'^and  First  Class  passengers  can  enjoy  a  hot  shower  and  breaktast  or  even  catch  up  on  btisiness  in  our 
private  lounge.  You'll  be  off  to  a  tlying  start.  It's  flic  u\iy  ii'c  iiuihc  you  JccI  that  makes  us  the  world's  favourite  airline. 
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A  CORPORATE  GADFLY 
BUZZES  AWAY 


►  Corporate  CEOs  and  boards 
can  breathe  a  sigh  of  rehef: 
The  activist  shareholder 
rights  group,  United  Share- 
holders Assn.,  is  closing  its 
doors.  Corporate  raider  T. 
Boone  Pickens  Jr.  founded 
the  group  in  1986,  at  the 
height  of  merger  mania,  to 
use  regulatory  reform  to  end 
the  abuse  of  shareholders. 
Under  President  Ralph 
Whitworth,  the  group  made 
waves  with  its  annual  list  of 
companies  that  pay  the  least 


CLOSING  BELLI 
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ATRASHMEISTER 
DOWN  IN  THE  PUMPS 

For  years,  wmx  Technologies 
Inc.  cleaned  up  by  cleaning  up. 
But  on  Oct.  19,  the  trash  king 
announced  a  stock-bashing 
$127.2  million  third-quarter 
loss,  on  a  3  %  sales  gain.  Most 
of  the  hit  came  from  a  $363 
million  aftertax  writedown  of 
its  hazardous-waste  business- 
es. Now,  CEO  Dean  Buntrock 
has  dispatched  wmx  President 
Phillip  Rooney  to  trim  costs  at 
the  company's  core  Waste 
Management  Inc.  unit.  Will  it 
work?  Management  blames  a 
glut  of  dump  and  incinerator 
capacity  for  much  of  its  strife, 
but  Standard  &  Poor's  Corp. 
argues  that  competition  and 
the  growth  of  WMx's  own  low- 
margin  recycling  business  ore 
the  real  long-term  concerns. 


attention  to  shareholders'  con- 
cerns. Dozens  of  companies 
changed  board  structures  and 
executive-pay  plans  to  stay 
off  the  list.  Whitworth  says 
USA  is  disbanding  because  its 
job  is  done.  He  may  be  head- 
ing off  to  raise  money  for  a 
fund  that  invests  in  share- 
holder-friendly companies. 


A  DRUGMAKER  IS  BACK 
FROM  DISGRACE 


►  Four  years  after  some  of  its 
former  top  officers  pleaded 
guilty  to  bribing  Food  &  Drug 
Administration  officials,  a  re- 
made Pharmaceutical  Re- 
sources is  now  in  the  clear. 
The  generic  drugmaker,  once 
known  as  Par  Pharmaceuti- 
cal, on  Oct.  26  announced  that 
the  agency  will  review  its  ap- 
plications for  new  products 
after  refusing  to  do  so  for 
four  years.  OEo  Kenneth  Saw- 
yer, a  former  Philadelphia  as- 
sistant district  attorney  who 
took  over  in  1989,  has  purged 
some  37  managers.  Now,  he 
aims  to  win  approvals  for  25 
pending  generic-drug  applica- 
tions and  reintroduce  some 
older  products  to  rebuild  the 
company's  line  to  more  than 
10(1  drugs  again. 


THIS  ClOROXMAN 
MUST  AVOID  BLEACH 


►  Think  Cloro.x,  and  you  think 
litjuid  bleach.  But  the  compa- 
ny's new  head  of  U.  S.  opera- 
tions can't  go  near  the  stuff 
until  1995  under  a  legal  settle- 
ment with  Procter  &  Gamble 
announced  on  Oct.  26.  Neil 
DeFeo  quit  Pe^G  as  head  of  in- 
ternational planning  for  laun- 
dry and  cleaning  products  to 
join  Clorox  last  July.  P&G 
fired  off  a  lawsuit,  fearing 
misuse  of  trade  secrets. 
Clorox  sued  back.  The  compa- 
nies' settlement  bars  DeFeo 
from  managing  Clorox  house- 
hold cleaning  products  until 
March,  1994,  powdered  bleach 
until  September,  1994,  and  liq- 
uid bleach  until  January,  1995. 
PaineWebber  analyst  Andrew 
Shore  says  those  products 
constitute  60'/  of  Clorox'  U.  S. 


HEAOLINER 


SURGICAL  CARE  GETS  A  ROSY  SECOND  OPINIOI 


Over  11  years,  Joel  Gordon 
has  quietly  built  Surgical 
Care  Affiliates  Inc.  into  the 
nation's  second-largest  opera- 
tor of  outpatient  surgery  cen- 
ters. So  his  unsolicited  offer 
on  Oct.  25  to  acquire 
market  leader  Medi- 
cal Care  America 
Inc.  caught  in- 
vestors by  sur- 
prise. The  hos- 
tile bid,  a  stock 
deal  valued  at 
nearly  $1  billion, 
seemed  all  the 
more  unusual  com- 
ing in  the  normally 
chummy  health-care  industry. 

No  apologies  from  Gordon. 
After  getting  chilly  responses 
to  two  private  overtures.  Sur- 
gical Care's  CEO  says  he  had 
to  force  the  issue  by  ap- 
proaching Medical  Care's 
shareholders  directly.  "I've  al- 
ways taken  a  conservative  ap- 
proach," he  says,  "but  this 


was  so  compelhng  and  ma 
so  much  sense  that  we  hadt 
make  a  move.  We  were 
getting  anywhere  with  [Mt 
cal  Care's]  management." 
He  may  now.  Medical  (  '; 
shareholders  say  t  \ 
want  the  deal 
happen.  Indn 
Medical  (, 
shares  gam 
$5,  to  $24, 
the  annouh 
ment.  Says  ( 
of  the  big  111 
ers:  "Medii 
Care  is  still  flm 
dering.  We  would  1 
much  more  comfortable  \\ 
SCA's  management  runni 
things."   Surgical   Care  ! 
posted  record  profits  for 
consecutive  quarters;  Mei 
Care's  earnings,  hurt  by  in 
bles  in  its  home-infusion  th 
apy  unit,  dropped  35%  in 
year's  first  half. 
By  Stephanie  Anderson  Fot 


sales.  DeFeo  will  stick  to 
products  such  as  charcoal  bri- 
quettes and  kitty  litter. 


WHAT'S  AHEAD  FOR 
PARK'S  EMPIRE? 


►  The  death  of  Roy  Park,  83, 
has  thrown  into  question  the 
future  of  his  media  empire. 
Park  Communications  in  Itha- 
ca, N.  Y.,  owns  eight  TV  sta- 
tions plus  a  string  of  22  radio 
stations  and  144  small-town 
newspapers.  Its  revenues  are 
about  $160  million.  Park,  who 
helped  coordinate  Thomas 
Dewey's  1948  Presidential 
campaign  and  co-founded  the 
Duncan  Hines  food  business, 
started  buying  media  proper- 
ties in  the  early  1960s.  He 
owned  897'  of  Park  Communi- 
cations and  has  no  children 
working  in  the  company.  Park 
stock  jumped  11%  on  the 
news,  to  231/8.  A  spokesman 
says  details  of  the  estate  are 
not  yet  public,  but  adds  that 
Park  wanted  to  keep  the  com- 
pany intact  after  his  death. 


RICHARDSON  CATCHES 
A  BIG  ONE 


►  Notch  a  win  for  Denn^ 
boss    Jerome  Richard-' 
Richardson,  a  1959  Baltinii 
Colts  receiver,  led  the  exp; 
sion  group  that  won  the  n 
from  the  National  Food 
League's  28  owners  on  <  > 
26  to  field  a  team  in  Chai  iu 
(N.  C).  The  victory  caps  a 
multuous  year  in  which 
ardson   labored   to  defu- 
charges  of  racial  discriniii 
tion  at  some  of  his  rest; 
rants  while  he  raised  fui 
for  a  $160  million  stadium. 

But  the  owners  couhl  ! 
agree  on  a  second  expansii 
site.  The  financial  picture  It 
favorite  St.  Louis  cloud] 
with  the  departure  of  Busj 
family  heir  James  Orthw  > ; 
from  a  group  of  potent  I 
owners.  That  leaves  Bal 
more  and  long  shots  Mempis 
and  Jacksonville,  Fla.,  still .] 
the  running  to  become  t 
NFL's  30th  team. 


44  BUSINESSWEEK/NOVEMBERS,  1993 


^  The  Aisa^  Corporate  Calling  Card.  Customized  for  your  business. 

w 


At  AT&T  we  recognize  that 


IJ^.^V^^'^*  ^3  ^  each  of  our  customers 

'^t.mi^^a  0°°  has  specific  security  needs. 

And  security  features  that  are  right 
for  one  company  may  not  be  enough,  or  may  be 
too  much,  for  another. 

That's  why  when  you  use  the  AT&T  Corporate  Calling  Card, 
you  can  build  your  own  security  program.  We'll  help  you  select 
the  features  that  are  meaningful  for  your  company's  size,  type 
of  operations,  and  ways  of  doing  business.  The  result  is  a 
balanced,  appropriate  and  highly  effective  security  system. 

And  no  matter  what  features  you  select,  you'll  have  tlie  AT&T 
Fr?ud  Protection  Guarantee.  It  means  you'll  never  have  to  pay  for 
fraudulent  calling  card  calls  made  by  people  you  don't  knov^r* 

The  AT&T  Corporate  Calling  Card  can  give  you  a  high  level 
of  control  over  how  calls  are  made.  You  can  determine 


which  users  can  call  which  area.  You  can  also  set  individualized 
spending  limits. 

Elect  security  measures  as  simple — but  effective — as  having 
an  account  password,  Or  you  can  take  advantage  of  ad- 
vanced AT&T  technology  to  monitor  usage  and  alert  you  when 
you  deem  necessary,  24  hours  a  day,  seven  days  a  week. 

With  the  AT&T  Corporate  Calling  Card,  you'll  also  enjoy 
discounts  as  high  as  40%**  And  to  help  you  track  costs  more 
efficiently,  our  flexible  billing  allows  your  monthly  invoice  to  be 
customized  in  a  variety  of  ways. 

AT&T  enables  you  to  create  a  highly  individualized  system 
for  reducing  fraud  and  preventing  improper  card  usage.  And 
we  offer  a  Corporate  Calling  Card  that's  responsive  to  your 
company's  unique  way  of  doing  things. 

T)  find  out  how  customized  a  Corporate  Calling  Card 
can  be,  call  1 800  257-5809,  ext.  701. 


Aisa:  The  Best  in  the  Business." 


Guarantee  applies  only  to  standard  /ff&T  Corporate  Calling  Card,  and  excludes  other 
service  and  billing  options  such  as  VTNS,  SDN  and  bulk  i.ssuance.  E.xcludes  Iraudulent 
usage  by  associated  persons  and  liability  based  on  knowledge  of  fraudulent  conduct. 
Other  tenns  and  conditions  apply. 

Discounts  apply  to  your  interstate  and  international  calling  c.irti  usage. 
Other  conditions  apply. 


AT&T 


©  1993  MXr 
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rHE  NEW  MATH 

DF  HEAITH-CARE  REFORM 


In  selling  the  sweeping  heallh-care  reform  that  he  wants  to 
be  his  monument,  Bill  Clinton  always  cites  six  guiding 
principles:  security,  simplicity,  savings,  quality,  choice, 
nd  responsibility.  But  when  the  President  and  Hillary  Rod- 
am  Clinton  trekked  to  Capitol  Hill  on  Oct.  27  to  present  com- 
uter  disks  bearing  his  1.5-megabyte  Health  Security  Act,  a 
sventh  theme  was  high  on  his  list:  credibility. 

Stung  by  widespread  criticism  of  the  financing  assumptions 
I  its  September  draft,  the  White  House  has  gone  on  the 
ttack.  Officials  who  balked  at  backing  the 
raft's  figures— including  Ti-easury  Secretary 
loyd  M.  Bentsen  and  Budget  Director  Leon 
I.  Panetta— are  trotting  out  to  support  the 
ew  projections.  Slapping  the  lectern  for 
mphasis,  Panetta  declared  at  an  Oct.  26 
riefing:  "These  n ambers  are  credible,  real- 
id  we  can  defend  them."  Indeed,  the  Ad- 
linistration  is  gushing  data,  both  to  drown 
at  doubters  and  to  contrast  with  the 
tetchier  outlines  of  competing  congression- 
plans. 

VNTASY?  Unfortunately  for  Clinton,  making 
le  numbers  add  up  is  considerably  less  than 
alf  the  battle.  The  revised  plan  still  de- 
3nds  on  heroic  political  and  economic  as- 
imptions,  including  $124  billion  in  Medicare 
its  and  a  rapid  slowdown  in  medical  infla- 
on.  And  recent  changes  have  done  little  to  bolster  the  luke- 
arm  congi-essional  support  for  the  Clinton  proposal.  So  while 
snate  Finance  Chainnan  Daniel  P.  Moynihan  (D-N.Y.)  dons  his 
lealth  Care  That's  Always  There'  button  for  Hillary  Clinton's 
)pearances,  his  initial  label  for  the  plan— "accurate  fanta- 
f"— still  lingers. 

The  Administration  has  bolstered  the  credibility  of  its  num- 
3rs.  Answering  critics'  claims  that  the  draft  understated 
le  cost  of  the  standard  benefit  package,  the  Administration 
lised  the  estimate  by  up  to  7%,  to  $4,360  a  year  for  families 
id  $1,932  for  individuals.  Projections  of  health  spending  use 


ARE  THE  FIGURES  NOW  CREDIBLE? 


higher  inflation  forecasts— 3.5%  a  year  rather-  than  2.7%.  Sav- 
ings from  Medicaid,  which  are  strongly  opposed  by  liberals, 
have  shrunk  from  $114  billion  to  $65  billion  over  five  years. 

To  underline  their  caution,  numbers-crunchers  added  a  $45 
billion  line  item  for  "cushions."  That's  15%  of  the  anticipated 
$349  billion  cost  of  premium  subsidies  for  small  businesses, 
low-income  individuals,  and  early  retirees.  That  reserve  could 
cover  the  cost  of  a  two-percentage-point  rise  in  the  jobless  rate 
with  room  to  spare,  claims  a  health  aide:  "You  would  need  un- 
believable, extraordinary  circumstances  to 
use  it  up."  Should  that  happen,  the  President 
would  push  Congress  for  extra  funds  or  to 
change  the  subsidy  scheme— his  answer  to 
charges  that  health  reform  creates  another 
open-ended  entitlement  like  Medicare. 

Trouble  is,  a  smidgen  of  fiscal  responsibil- 
ity doesn't  buy  many  votes.  Liberals  charge 
that  Clinton's  cap  on  spending  undercuts  his 
promise  to  cover  all  Americans.  And  while 
the  President  has  moved  a  bit  to  the  right- 
by  lessening  the  regulatory  role  of  new 
health-purchasing  cooperatives,  for  exam- 
ple—he's still  a  long  way  from  the  centrists 
led  by  Senator  John  H.  Chafee  (R-R.  I.)  and 
Representative  Jim  Cooper  (D-Tenn.).  The 
moderates  don't  like  Clinton's  price  controls 
on  insurance  or  his  requirement  that  busi- 


nesses pay  80%  of  premiums  for  all  workers. 

Clinton  hopes  that  his  new,  more  credible  financing  projec- 
tions may  eliminate  the  "numbers  issue."  But  now  that  his  leg- 
islation is  on  the  Hill,  the  emphasis  shifts  to  another  numbers 
game— vote  counting.  Cooper  and  Chafee  have  about  80  co- 
sponsors,  while  liberals  seeking  a  government-run  system 
have  90.  The  fact  that,  after  nine  months  of  work,  the  Presi- 
dent's struggle  just  to  find  40  co-sponsors  indicates  just  how 
hard  he'll  have  to  fight  to  realize  his  vision  of  universal 
health  care. 

By  Mike  McNamee 


:apitalwrapupi 


KEGULATIONS 


The  Food  &  Drug  Administration  is 
about  to  make  both  sides  unhappy 
ivith  its  ruling  on  a  long-running  dis- 
pute over  genetically  engineered  food. 
The  industry  has  argued  that  the  re- 
mits of  gene-splicing  are  much  the 
>ame  as  conventional  cross-breeding, 
ind  that  the  new-style  plants  usually 
equire  no  special  treatment.  Oppo- 
lents  argue  that  the  altered  products 
should  be  reviewed  for  safety  before 
'Baching  market  and  carry  special  la- 
bels. FDA's  split-the-baby  solution:  It 
vill  ask  biotech  companies  to  keep  the 
igency  abreast  of  new  products,  some 
)f  which  may  be  subject  to  review. 


But  the  FDA  will  reject  a  call  for  spe- 
cial labeling.  Instead,  it  will  require 
warnings  only  where  the  product  poses 
a  special  hazard,  as  with  a  tomato  con- 
taining a  peanut  gene  that  could  cause 
reactions  in  people  allergic  to  peanuts. 

FLORIDA  

Things  are  looking  up  for  incumbents 
of  both  parties  in  the  Sunshine 
State.  To  be  sure,  Democratic  Govern- 
or Lawton  Chiles,  who  hasn't  said 
whether  he'll  seek  a  second  term  next 
year,  has  some  problems:  An  October 
Mason-Dixon  poll  showed  that  only 
26%  of  voters  favored  his  reelection 
while  70%  would  definitely  or  possibly 
vote  for  someone  else.  But  Chiles's  re- 


election tally  is  up  from  just  17%  last 
February.  And  in  trial  heats,  he  still 
beats  all  likely  Republican  challengers 
by  at  least  10  points.  In  a  ranking  of 
GOP  hopefuls.  Insurance  Commissioner 
Tom  Gallagher  leads  with  27%,  while 
former  First  Son  Jeb  Bush  is  second 
with  19%. 

Meanwhile,  Republican  Senator  Con- 
nie Mack  is  sitting  pretty.  The  same 
poll  shows  that  65%  of  Florida  voters 
think  he's  done  an  "excellent"  or  "pret- 
ty good"  job.  And  he  handily  beats  all 
Democratic  comers  in  trial  heats.  The 
strongest  showing  against  Mack  is 
from  Attorney  General  Janet  Reno. 
And  Reno,  who  hasn't  indicated  inter- 
est in  the  race,  still  trails  47%  to  32%. 


;hington  outlook 
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What  maizes  the  airline; 
on  thousands  of  planes  ai 
to  instantly  fsf^fe^^ 


reservations, 


hundi'ed  wgetai'ian  meals 


nart  enough  to  keep  tabs 
Qce  and  quick  enough 
3spond  to  millions  of 
ancellations  and  even  a  few 


I 


PCs,  workstations  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


Obviously,  airlines  need  access  to  vast  amounts 
inlormation.  Information  that  could  be  anywhere 
•m  across  the  airport  to  across  the  world. 

And,  invariably,  they  need  access  to  that  data 
itantly. 

That's  why  mainframes  are  such  essential  parts 
their  information  networks.  By  being  linked  to  a 
dnframe,  every  PC  and  workstation  has  instant, 
)und- the -clock  access  to  the  enormous  amount 
information  needed  to  run  an  airline. 

(How  else  could  an  agent  in  Dallas  be  able  to  tell 
an  instant  which  seats  are  available  on  a  return 
»ht  from  Paris— and,  the  next  instant,  check  how 


long  that  departure  from  Sydney  will  be  delayed?) 

All  things  considered,  nothing  "serves"  the  rest 
of  a  computer  network's  "clients  "  to  the  degree 
a  mainframe  can.  And  the  new  "openness"  of 
mainframes  allows  them  to  serve  just  about  any 
kind  of  hardware  and  software. 

Airlines  are  just  one  of  the  many  businesses 
whose  success  is  dependent  on  information. 
On  the  swift  and  reliable  accessing,  managing, 
distribution  and  protection  of  that  information. 
All  the  things  a  mainframe   ~~         '~  ^^'S 
is  designed  to  do.  Better  Z 
than  anything  else.  ^  T 


The  IBM  System/390* 


and  System/390  are  registered  trademarks  of  International  Business  Machines  Corporation  ©  1993  IBM  Corp 


nternational  Business 


EUROPE  I 


STRIKE  FEVER 
HITS  EUROPE 

Labor  may  wreck  cost-cutting  plans 


It  was  a  scene  France  hadn't  wit- 
nessed for  years:  thousands  of  angry 
workers  burning  tires,  battling  po- 
lice, and  shutting  down  their  company 
for  a  week.  In  the  end,  the  bitter  walk- 
out at  Air  France  in  late  October  not 
only  forced  the  government  to  shoot 
down  a  planned  layoff  of  4,000  workers 
at  the  state-owned  carrier  but  also  led  to 
the  ouster  of  the  airline's  chairman. 

The  Air  France  strike  may  have  done 
even  more  than  that,  though.  It  could 
mark  a  troubling  and  costly  turning 
point  for  Europe.  All  over  the  Continent, 
workers  who  have  merely  grumbled 
about  snowballing  layoffs  and  wage 
cuts  during  Europe's  worst  recession 
since  World  War  II  suddenly  are  becom- 
ing militant  (table).  Labor's  triumph  at 
Air  France,  along  with  similar  victories 
in  Italy  and  elsewhere,  are  causing 
union  leaders  to  flex  new  muscles. 
"You're  going  to  see  a  lot  more  action 
after  Air  France,"  promises  Gerard  Mu- 
teau,  an  official  of  France's  biggest 
union,  the  Confederation  Generale  du 
Travail.  "There's  such  discontent  in  Eu- 
rope, it  takes  very  little  to  set  it  off." 

Europe's  social  fabric  is  starting  to 
fray  on  several  fronts.  The  European 


Community's  economic  union,  already  in 
disarray  as  EC  leaders  gather  for  a  spe- 
cial Oct.  29  summit,  may  come  under 
new  pressure.  Many  workers  blame  bor- 
derless competition  for  the  Continent's 
soaring  unemployment,  now  11.57^,  and 
for  government  efforts  to  shrink  social 
benefits  and  bring  budgets  in  line  with 
community  dictates.  "People  can't  accept 
that  European  union  means  regression," 
says  Antonio  Gutierrez,  head  of  Spanish 


labor  group  Workers  Commission, 
Labor  unhappiness  could  even  thre; 
en  governments.  Both  Spain  and  B 
gium  are  negotiating  social  pacts  wii 
unions  to  restrain  wages  and  lessen  la 
off  constraints  that  executives  say  d 
courage  hiring.  But  talks  collapsed  <' 
Oct.  24  in  Brussels  and  are  going  i 
where  in  Madrid,  and  new  elect  lo 
could  follow  if  talks  fail  altogether. 
ON  A  BINGE.  As  for  industry,  labor's  ik 
activism  threatens  the  forced  march  i 
ward  global  competitiveness.  Eurojn  , 
companies  are  on  a  belated  restructi 
ing  binge,  trying  to  cut  costs  to  Ja| 
nese  and  American  levels.  State-own 
companies,  sheltered  from  competiti 
but  now  facing  privatization,  are  parti( 
larly  vulnerable  and  are  trying  to  si 
down  fast.  These  companies  are  labni 
chief  targets  so  far,  partly  because  \  u 
conscious  politicians  often  are  s( 
touches. 

So  French  unions  are  calling  for  i 
massive  Paris  march  on  Nov.  18  by  e  - 
ployees  at  dozens  of  French  companit 
Among  them  are  workers  at  auto  mak: 
Renault,  who  aim  to  kill  a  merger  wi: 
Sweden's  Volvo  that  would  cost  jdl 
Also  joining  will  be  workers  fii 
Groupe  Bull,  SNECMA,  Aerospatiale,  a 
other  state-owned  companies,  throw  i 
those  enterprises'  restructuring  [ila 
into  doubt  as  well. 

It's  the  same  across  Europe.  In  Ita , 
strikes  are  erupting  daily  and  sen 
bound  to  worsen.  Rome  cab  driven 
stayed  home  to  protest  a  new  tax,  wli 
rail  workers  barricaded  Turin's  train  s  • 
tion,  snarling  service  across  northern  - 
aly.  But  that's  nothing  compared  wii 
the  one-day  general  strike  planned  1 
Oct.  28,  when  some  14  million  were  li 
to  walk  off  the  job  to  protest  govci 
ment  austerity.  Militancy  already  is  p; 
ing  off.  Rome  quickly  backtracked  \ 
plans  to  lay  off  500  workers  at  a  pml- 
less  chemical  plant  in  Calabria  after  \  ■ 
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int  strikes  erupted  there  in  September. 

Germany  saw  wildcat  walkouts  in  mid- 
ctober  by  Ruhr  steelworkers,  who 
locked  autobahns  to  protest  their  in- 
ustry's  planned  restructuring.  Labor 
aders  are  vowing  action  over  recent 
lOves  by  German  business  to  cancel 
age  contracts  unilaterally.  And  even  in 
ritain,  where  strikes  have  been  rare 
nee  Thatcher-era  laws  limited  them, 
nions  representing  300,000  civil  ser- 
jnts  plan  a  one-day  walkout  on  Nov.  5 
I  protest  privatization. 
•DAY  WEEK?  So  far,  no  one  expects  a 
!turn  to  the  chaos  of  the  1970s,  when 
;rikes  were  as  common  as  coffee 
"eaks  in  Europe's  factories.  Since  then, 
est  countries  have  enjoyed  unusual  la- 
)r  tranquility.  Social  pacts  in  Germany 
id  elsewhere  have  helped  keep  peace. 
I  France,  5  million  workdays  were  lost 
>  strikes  in  1976,  but  only  490,500  last 
;ar.  One  reason:  Rising  living  stan- 
irds  and  a  centrist  trend  sapped  Euro- 
;an  unions'  strength. 

Emboldened  now,  unions  may  push 
;xt  to  block  planned  privatizations 
TOSS  Europe,  some  $150  billion  worth, 
eanwhile,  governments  and  companies 
•e  struggling  to  find  new  ways  to  keep 
bs  and  ease  the  pressure.  One  idea 
hose  time  may  be  coming  is  a  four-day 
orkweek — at  lower  pay — in  lieu  of  lay- 
fs.  Volkswagen  plans  to  introduce  this 

some  of  its  German  plants.  France's 
•ime  Minister  Edouard  Balladur  also  is 
eighing  the  idea  as  national  policy.  But 
any  French  companies  oppose  it,  fear- 
g  higher  costs. 

With  the  end  of  Europe's  recession 
iwhere  in  sight,  however,  such  plans 
em  unlikely  to  defuse  workers'  grow- 
g  activism.  "It's  an  absolutely  explo- 
re situation  now,"  warns  Angelo  Air- 
di,  an  official  of  Italy's  biggest  union 
nfederation,  CGlL.  For  those  having  to 
irt  this  tinderbox,  France's  Prime  Min- 
:er  hasn't  made  life  any  easier. 
By  Stewart  Toy  in  Paris,  with  John 
mant  in  Rome,  Patrick  B.  Oster  in 
"ussels,  and  bureau  reports 


SPAIN  Unions  plan  nationwide 
protests  in  November  to  thwart 
governrrient  plan  to  moderate 
Lges  and  ease  layoff  rules. 
Workers  vow  to  figfitVW  s 
closure  of  its  Barcelona  plant. 


Some  M  mi/lion  Hal 
?,-hedo(e  genera 
•  October  foprotesf 


ion 


GERMANY  I 


GERMANY  IS  ON  A  ROLL- 
DOWNHILL 


Spiraling  recession  has  the  Bundesbank  slashing  rates 


For  months,  the  German  govern- 
ment has  been  assuring  citizens 
that  the  recession  gripping  the  na- 
tion was  ending.  But  the  confident  talk 
has  stopped.  In  late  October,  Germans 
were  buffeted  by  a  string  of  frightening 
reports  of  mounting  job  layoffs,  fall- 
ing output,  and  declining  consumer 
spending.  That  forced  a  chastened  Chan- 
cellor Helmut  Kohl  to  admit  the  obvious: 
The  bottom  is  still  not  in  sight. 

The  darkening  economy 
finally  seems  to  be  prompt- 
ing the  normally  cautious 
Bundesbank  to  shift  gears. 
On  Oct.  21,  in  a  surprise 
move,  the  central  bank  cut 
its  key  discount  rate  a  half- 
point,  to  5.75%.  And  some 
economists  say  the  rate 
could  fall  to  4%  by  late 
1994,  a  drop  that  could 
weaken  the  German  mark 
and  thus  boost  exports. 
"There's  a  break  in  the 
Bundesbank's  monetary 
policy,"  says  Thomas 
Mayer,  Goldman,  Sach  & 
Co.'s  economist  in  Frank- 
furt. "Inflation  dangers  are 
deemphasized,  and  worries 
about  the  economy  are  em- 
phasized." 

For  its  economy  to  turn 
around,  Germany  needs  to 
be  a  more  competitive  ex- 
porter. But  the  strong  mark  has  priced 
German  goods  out  of  markets.  New 
Bundesbank  President  Hans  Tietmeyer 
now  admits  he's  worried  about  the  ef- 
fects of  the  strong  mark,  an  indication 
the  bank  will  be  less  eager  to  keep  the 
mark  high  to  combat  inflation. 
BLEAK  OUTLOOK.  A  weaker  mark  no 
doubt  will  help  industry.  But  it  won't  be 
enough  to  avert  more  corporate  downsiz- 
ing and  sharp  cuts  in  the  nation's  ex- 
travagant social  welfare  system,  which 
Kohl  slams  as  a  "leisure  park." 

For  Kohl  and  his  ruling  Christian 
Democrats,  the  bleak  outlook  spells  po- 
litical trouble  ahead.  The  Chancellor  con- 
cedes that  the  economy  in  western  Ger- 
many will  be  moribund  at  least  until 
mid-1994,  just  months  before  the  Novem- 
ber Bundestag  elections.  Kohl  already  is 
out  of  favor  with  nearly  two-thirds  of 
voters  in  one  recent  survey,  and  his  dis- 
approval rating  is  bound  to  rise  as  the 
jobless  rate — now  8.6% — keeps  going  up. 


The  most  dramatic  job  losses  are  oc- 
curring at  Volkswagen,  Europe's  big- 
gest carmaker.  It  announced  on  Oct.  25 
that  it  will  go  to  a  four-day  workweek 
next  year  to  cut  costs — a  move  that  sig- 
nifies another  crack  in  Germany's  social 
pact,  as  unions  are  forced  to  make  un- 
precedented concessions,  vw's  new  cut- 
back follows  an  agreement  with  its 
unions  to  eliminate  15,000  jobs. 

As  an  aggressive  cost-cutter,  vw  is  be- 


coming something  of  a  trendsetter:  It 
has  been  demanding  lower  prices  from 
suppliers,  and  other  auto  makers  are  fol- 
lowing its  example.  So  are  other  indus- 
tries, from  textiles  to  aerospace. 

Of  course,  Germany's  neighbors  also 
are  eyeing  export  growth  to  boost  their 
economies,  and  many  of  them  have  an 
edge  in  the  form  of  depreciated  curren- 
cies. That's  why  a  weaker  mark  may  be 
inevitable  if  Germany  is  to  get  back  on 
its  feet. 

When  Germany's  veteran  leader 
sounds  worried,  when  its  top  auto  maker 
slashes  jobs,  and  when  its  rigid  central 
bank  even  hints  that  the  vaunted  Ger- 
man mark  might  have  to  come  down  a 
peg,  you  know  the  economy's  in  bad 
shape.  But  if  Germany  doesn't  swallow 
its  pride  and  make  some  drastic 
changes,  better  times  will  be  a  long  time 
in  coming. 

By  John  Templeman  in  Bonn,  with  Bill 
Javetski  in  Paris 
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CHINA  I 


WHO'LL  RAKE  IN 

CHINA'S  TELECOM  BONANZA? 


Ideological  rhetoric  masks  a  stiiiggle  for  control  of  huge  profits 


China's  latest  attempt  to  control  in- 
formation technology  seemed  like 
an  ordinary  hard-liner  crackdown. 
In  mid-October,  Beijing  banned  the  use 
of  satellite  dishes  and  followed  that  up 
with  new  regulations  on  vendors  of  cord- 
less telephones  and  pagers.  "If  China's 
information  system  is  spread  about  and 
not  grasped  firmly  in  hand,  how  can  peo- 
ple feel  safe?"  asked  the  official  Eco- 
nomics Daily. 

Don't  be  fooled  by  the  rhetoric.  The 
Chinese  are  fighting  for  much  more 
than  ideological  purity.  Behind  the 
scenes  in  Beijing,  a  high-stakes  battle  is 
taking  place  for  control  of  the  telecom- 
munication business. 

The  phone  regulations  are 
part  of  a  struggle  involving 
groups  battling  to  grab  a 
piece  of  the  telecom  action 
from  Beijing's  Ministry  of 
Posts  &  Telecommunications 
(MPT),  which  wants  to  keep  its 
industry  monopoly.  Small 
wonder.  The  mpt's  revenues 
for  the  first  six  months  of  this 
year  hit  $3.6  billion,  nearly  a 
60%  jump  over  the  same  peri- 
od last  year.  And  the  govern- 
ment wants  to  increase  the 
■  umher  of  phone  lines  from 
the  current  17  million  to  100 
million  by  the  end  of  the  de- 


cade. "The  potential  profits  are  huge — 
and  everyone  wants  a  slice  of  it,"  says 
Paul  Deayton,  a  Credit  Lyonnais  analyst 
based  in  Hong  Kong. 

To  consolidate  its  grip,  the  MPT  is  try- 
ing to  regulate  the  industry  by  forcing 
other  ministries  involved  in  the  business 
to  get  MIT  licenses.  But  the  People's  Lib- 
eration Army  (PLA),  the  Electronics  In- 
dustry Ministry,  the  Railways  Ministry, 
and  the  People's  Bank  of  China,  which 
have  telecommunication  systems  with 
excess  capacity,  want  to  challenge  the 
MPT  by  jointly  creating  a  rival  network. 

Already,  the  challengers  are  starting 
to  make  inroads.  The  State  Council  has 
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MINISTRY  OF  POSTS  &  TELECOMMUNICATIONS:  Beijing's  version 
of  Ma  Bell  is  determined  to  maintain  its  monopoly 


Jl  TONG  CORP.:  Company  set  up  by  the  Electronics  industry  Ministry 
to  operate  wireless  systems  needs  Posts  &  Telecommunications  ap- 
proval 


PEOPLE'S  LIBERATION  ARMY:  Military  runs  booming  paging,  cellu- 
lar, and  satellite  businesses 


PEOPLrS  BANK  OF  CHINA  AND  RAILWAYS  MINISTRY:  Along  with 
the  PLA,  group  wants  to  help  setup  rival  phone  network 


NEWS  CORP.:  Chinese  ban  on  salellite  dish  use  is  aimed  at  Rupert 
Murdoch's  recently  acquired  Star-TV 


MOTOROLA  AND  ERICSSON:  Major  suppliers  of  wireless  technology 
should  benefit  if  government  succeeds  in  crackdown  on  illegal  Tai- 
wanese and  South  Korean  equipment 
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given  approval  for  Ji  Tong  Corp.,  a  cor 
pany  established  earlier  this  year  by  tl 
Electronics  Industry  Ministry,  to  start) 
pager  and  data  communications  serviij 
that  links  up  with  the  public  phone  sy 
tem.  Ji  Tong  is  now  awaiting  a  licen; 
from  the  MPT. 
BET  ON  THE  ARMY.  Perhaps  the  most  fc 
midable  opposition  comes  from  the  PL 
which  is  very  much  involved  in  the  pa 
ing,  cellular  phone,  and  satellite  indu 
tries.  Throughout  southern  Guangdoi 
province,  the  military  hooks  up  satelli 
dishes  for  all  users,  private  or  public, 
also  controls  the  various  frequencies 
and  has  friends  in  high  places. 

Eventually,  the  PLA  is  bound  to  ha' 
its  way.  According  to  Allan  Ng,  a  tel 
com  analyst  for  S.  G.  Warburg  Secu 
ties  (Far  East)  Ltd.,  the  MPT  over  tl 
next  few  years  will  split  in  two:  Oi 
part  will  regulate  the  industry,  the  oth 
will  provide  services.  The  regulators  w 
also  be  able  to  set  prices  for  all  teleco 
companies.  "So  even  if  all  the  other  mi 
istries  are  allowed  to  take  on  subscri 
ers,  they  are  not  going  to  be  full-fledg( 
competitors,"  says  Ng. 

The  battle  does  take  on  an  ideologic 
dimension  when  it  comes  to  satelli 
dishes.  The  latest  restrictions  on 
dishes  were  announced  shortly  after  R 
pert  Murdoch,  whom  Beijing  mistrust 
bought  the  satellite  network  Star-" 
from  Li  Ka-shing,  the  Hong  Kong 
coon  who  is  a  close  friend  of  many  t( 
Chinese  leaders.  Star-TV,  which  carri 
MTV-Asia,  BBC  news,  and  Mandarin-la 
guage  entertainment  programs,  is  se( 
as  an  ideological  threat  to  the  party. 
Star  wants  to  get  into  the  Chinese  mi 
ket,  Murdoch  will  have  to  pay,"  says  o: 
Hong  Kong  analyst.  "One  way  is 
force  him  to  go  through  cable." 

Many  foreign  suppliers  of  teleco 
gear  think  it's  time  the  MPT  got  its  hou; 
in  order.  Some  of  China's  many  wirele 
networks  are  terribly  inefficient.  If  l 
MPT  can  limit  the  available  networks 
approved  users  and  suppliers,  Weste 
makers  will  come  out  ahea 
"If  they  enforce  the  rules, 
should  help  official  supplie 
like  us  and  Motorola,"  poin 
out  Michael  Ricks,  Ericssor 
vice-president  for  busine 
development. 

China  eventually  will  nei 
foreign  capital  to  moderni 
its  phone  system.  Before  th 
hajjpens,  the  ministries  w 
slug  it  out.  Luckily  for  the 
the  needs  of  China  are 
great  that  there  are  plenty 
profits  to  go  around. 

By  Joyce  Barnathan,  wt 
Dave  Lindorff,  in  Hong  Ko 
and  Lynne  Curry  in  Beijing 
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y^ny  express  company 
can  find  topeka. 
^Jry  the  suburbs  of 
Abu  Hadriyah. 


ToPEKA?  No  PROBLEM.  BUT  WHAT  ABOUT 
A  TOWN  IN  THE  MIDDLE  EAST?  BIG  PROBLEM. 

Unless  you  use  DHL.  Because  only  DHL 

USES  ITS  own  local  PEOPLE,  WITH  LOCAL 
know-how,  TO  DELIVER  PACKAGES  TO  PLACES 

as  different  as  cairo  or  abu  hadriyah. 
Which,  of  course,  is  right  up  the  desert 

FROM  AL  MUBARRAZ.  ! 

1-800-CALL-DHL. 


WCRLOWIDE  eXPRESS 


WE'LL    TAKE  IT  FROm  HERE 


DURING  THE  RECESSION 
MANY  COMPANIES  HAVE  TAKEN  A  BATHJ 
FORTUNATELY,  \YE'VE  GOT  JACUZZI. 


At  Hanson,  we've  always  sought  to  own  companies  that 
offer  the  highest  possible  comfort  level,  e\en  ni  the  most 
stressful  fmancial  times.  .\nd  what  could  be  more  m  keeping 
with  our  philosophy  than  a  company  whose  products  actualh' 
reduce  stress? 

\\hich  is  why  in  1987  we  added  Jacuzzi  to  our  holdings 
that  also  include  Farberware,  Peabody  Coal  and  Tommv 
Armour  golf  equipment. 

.And  while  we  may  not  be  as  well-known  as  some  of  the 
businesses  we  own,  our  mvestors  are  quite  familiar  with  our 
track  record.  Which  is  among  the  most  eimable  in  modem 
financial  histor\'. 

For  example,  o\'er  tlie  last  28  years  our  earnings  per  share 


have  grown  at  an  annualized  rate  of  19%.  While  our  gross 
dividend  \ield  at  year-end  was  6.3%. 

.And  since  being  listed  on  the  New  York  Stock  Exchange  in 
1986,  our  re\"enues  ha\"e  soared  to  $15  billion  and  net  income  has 
nearly  tripled. 

We  attribute  our  success  to  a  management  philosophy 
steeped  in  common  sense.  Which  is  why  so  many  of  our  busi- 
nesses pro\'ide  essential  serv  ices  and  basic  goods. 

Of  course,  we  realize  that  a  lot  of  people  may  not  consider 
a  Jacuzzi  whirlpool  bath  particularly  basic  or  essential.  But  in 
these  stressful  times,  it's  becoming  almost  as  basic  as  water. 

For  a  copy  of  Hanson's  Annual  Report,  call  1-800-8- 
a\NSON. 


HANSON 
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CAN  CHRETIEN  KEEP  CANADA 
FROM  COMING  APART? 


M/L  t  first  glance,  Jean  Chretien's  Liberal  Party  seems  to 
have  scored  an  astounding  victory  in  Canada's  nation- 
^^^al  elections.  The  ruling  Progressive  Conservatives 
/on  just  two  seats  in  the  new  Parliament.  So  sweeping  was 
he  Tories'  defeat  that  even  outgoing  Prime  Minister  Kim 
Campbell  was  dumped  by  her  Vancouver  riding. 

But  the  voters'  brutal  rejection  of  the  Conservatives  was 
lore  an  angry  protest  against  the  status  quo  than  an  endorse 
lent  of  Chretien's  Liberals.  When  closely  examined,  Chretien's 
lajority— 177  of  295  seats— looks  less  imprcssixc  It  comes  al- 
lost  entirely  fi'om  recession-battered  cen- 
ral  Canada  and  the  depressed  Atlantic 
rovinces,  which  favor  government  pro- 
rams  to  ease  unemployment.  In  the 
Vest,  voters  sided  overwhelmingly  with 
he  new  Reform  Paity,  a  populist,  budget- 
utting  group,  well  to  the  right  of  the  To- 
ies.  And  in  Quebec,  the  Bloc  Quebecois,  a 
Vench  secessionist  party,  took  54  of  the 
5  seats.  So  the  two  main  leading  opposi- 
.on  groups  in  Parliament  will  be  radical, 
egional  parties. 

When  Chretien  takes  over  as  Prime 
linister  next  month,  he  will  be  presiding  over  what  respect- 
d  pollster  Angus  Reid  calls  "the  beginning  of  a  whole  new  era 
1  Canadian  politics."  It  will  likely  be  a  period  of  surging  re- 
ional  strength  and  brazen  challenges  to  federal  authority.  The 
uestion  on  everyone's  minds  is  whether  Chretien,  a  26-year 
eteran  of  Parliament  from  Quebec,  has  what  it  takes  to 
old  an  increasingly  polarized  country  together.  While  analysts 
ote  that  the  59-year-old  is  blessed  with  down-to-earth  politi- 
il  skills,  that  may  not  be  enough  to  head  off  the  sui-ging  tide 
f  separatist  sentiment  in  Quebec. 

ISCAL  WOES.  They  also  say  that  economic  restraints  will  se- 
erely  limit  Chretien's  freedom  of  action.  His  supporters  are 
kely  to  quickly  discover  that 
e  cannot  deliver  on  his  cam- 
aign's  winning  themes  of  a  re- 
Arn  to  "the  good  old  days"  of 
tnpie  job  opportunities  and 
enerous  benefits.  His  stated 
rst  priority  is  to  tackle  Cana- 
a's  11.2%  unemployment  rate, 
ut  with  the  deficit  running  at 
ear-record  levels,  he  simply 
icks  the  money  to  create  many 
)bs.  He  may  not  even  be  able 
)  fully  fund  the  $4.5  billion  job- 
'eating  infrastructure  program 
lat  he  promised. 
Meanwhile,  he  will  face  pres- 
;  ore  from  the  financial  markets 
nd  the  Reform  Party  to  cut 
pending  to  tame  the  deficit, 
.s  a  former  Finance  Minister 
!  ho  helped  create  many  of 
j  anada's  social  programs,  Chre- 
1  en  has  little  stomach  for  this 
!  isk.  But  with  net  government 


CHALLENGES  FOR  CHRETIEN 

fMl  TRADE  Chretien  wants  to  re- 
negotiate the  U.S.-Canada  free-trade 
'  pact  and  NAFTA,  but  faces 
"     resistance  in  the  U.S. 


QUEBEC  The  strong  showing  by 
separatists  may  mean  a  divisive 
showdown  on  Quebec  independence 


DEFICIT  Soaring  debt  may  force  a  reluctant 
Prime  Minister  to  cut  back  Canada's 
generous  social  programs 
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debt  now  approaching  90%  of  gross  domestic  product,  second 
only  to  Italy  among  the  G-7  ijowers,  "Chretien  won't  have  any 
choice  but  to  cut  spending,"  warns  Thomas  d' Aquino,  president 
of  the  Business  Council  on  National  Issues.  If  he  hesitates, 
d'Aquino  says,  "the  markets  will  force  his  hand." 

Chretien  will  also  have  a  tough  time  keeping  his  pledge  to 
renegotiate  the  1989  Free  Ti-ade  Agreement  with  the  U.  S., 
which  many  Canadians  blame  for  their  economic  woes.  Chre- 
tien wants  new  provisions  to  protect  Canadian  exporters  of 
pi'oducts  such  as  softwood  lumber  and  steel  against  persistent 
U.  S.  subsidy  and  dumping  charges.  But 
with  Congress  in  the  midst  of  a  bitter 
debate  over  the  North  American  Free 
Trade  Agreement,  the  Clinton  Adminis- 
tration has  no  appetite  for  renegotiation 
now.  Even  if  Chretien  eventually  brings 
President  Clinton  to  the  table,  the  U.  S.  is 
certain  to  press  its  own  demands,  such 
as  easing  the  protections  now  given  to 
Canada's  cultural  industries. 

Still,  these  problems  pale  beside  the 
resurgence  of  Quebec  separatism.  For- 
eigners cannot  be  blamed  for  thinking  Ca- 
nadians have  been  fighting  about  Quebec's  status  forever. 
But  the  battle  is  entering  a  new  and  far  more  dangerous 
phase.  The  separatists  have  always  stayed  out  of  national 
elections.  But  now,  for  the  first  time,  they  are  sending  a 
massive  contingent  of  MPs  to  Ottawa  expressly  committed 
to  independence  for  Quebec.  Incredibly,  as  the  second-largest 
delegation,  they  may  become  the  official  opposition,  even 
though  they  hope  to  destroy  the  Canadian  Confederation. 

The  Bloc  is  certain  to  clash  with  the  Reform  Party,  which 
won  52  seats  and  is  vigorously  opposed  to  any  special  conces- 
sions to  Quebec.  Inevitably,  this  clash  will  polarize  opinion  in 
Quebec  and  English-speaking  Canada.  Meanwhile,  the  Bloc 

will  be  working  closely  with  the 
provincial  Parti  Quebecois  to 
help  them  win  next  year's  pro- 
vincial elections  in  Quebec. 

Although  a  Quebecois,  Chre- 
tien is  ill-equipped  to  keep  Que- 
bec within  the  fold.  As  a 
staunch  federalist  and  onetime 
disciple  of  former  Prime  Minis- 
ter Pierre  Ti'udeau,  who  blunt- 
ed a  strong  separatist  drive  in 
the  lyVOs,  Chretien  has  alienat- 
ed many  in  his  home  province. 

Of  course  it's  by  no  means 
certain  that  Quebec  will  ulti- 
mately vote  for  separation. 
When  the  crunch  comes,  the 
Quebecois  may  sober  up  and 
decide  such  a  move  would  be 
too  costly.  But  by  that  time, 
they  may  have  ruined  Chre- 
tien's term  in  office. 

By  William  C.  Si/nionds  in 
Toronto 


UHEMPLOYMENT  A  huge  deficit  will 
make  it  hard  to  keep  promises  to  cut 
Canada's  nagging  1  1.2%  jobless  rate 
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I  STRATEGIES  I 


FOR  JAPAN  INC.,  A 
KENTUCKY  WHIPPING 

Is  Gene  Freeman's  experience  a  lesson  for  U.S.  suppliers? 


Kentucky  executive  Eugene  E. 
Freeman  Jr.  likes  a  lot  of  things 
about  the  Japanese.  He  enjoys 
(iri\'ing  his  Acura.  And  he  likes  what 
Toyota  Motor  Corp.  has  done  for  his  re- 
gion's economy,  building  a  giant  auto- 
assembly  plant  in  nearby  Georgetown 
and  bringing  in  a  lot  of  Japanese  invest- 
ment. So  when  Tomen  America  Inc..  the 
subsidiary-  of  Japan's  SoO  billion  Tomen 
Corp..  asked  to  be  his  company's  exclu- 
sive sales  agent  in  the  Far  East,  he  had 
no  qualms.  The  Japanese  trader  seemed 
"the  ideal  company  to  be  our  representa- 
tive in  tliis  new  market,"  Freeman  says. 

That  was  in  19S9.  Now.  instead  of  win- 
ning new  customei-5  in  the  Far  East,  the 
64-year-old  Freeman  has  just  concluded 
a  bitter  breach-of-contract  suit  against 
Tomen — one  that  con\Tnced  a  jury  of  the 
Japanese  giant's  disregard  for  its  tiny 
partner. 

Tomen  denies  any  misconduct.  Yet  for 
many  American  trade  negotiators  and 
critics  of  Japan.  Freeman's  travails  seem 
to  confirm  a  long-harbored  suspicion: 
That  many  Japanese  companies  use  such 
dodges  as  claims  of  pc- 
overseas  deals  they  no  _  .  .  . 
protect  Japanese  paitnei^s  over  foreign 
ones.  "This  is  a  classic,  a  t^'pical  case 
with  the  veil  pulled  away."  says  Leon 
Hollerman.  a  U.  S. -Japan  expert  at 
Claremont  McKenna  College. 

Here's  how  this  cautionary  tale  un- 
folded. In  19S9.  Freeman  Corp..  a  pri- 
vately held  maker  of  hardwood  prod- 
ucts, teamed  up  with  Tomen's  U.  S. 
subsidian.-.  Although  it  had  not  yet 
cracked  the  Far  East,  the  Winchester 
(Ky.l-based  company  w  as  no  export  neo- 
ph\-te:  In  its  40  yeaiv  in  business,  it  had 
already  tapped  Middle  Eastern  and  Eu- 
ropean markets.  By  1992.  they  account- 
ed for  SO^'f  of  its  §10  million  in  sales. 
IN  THE  LURCH.  In  its  role  as  Freeman's 
agent.  Tomen  America  asked  the  compa- 
ny to  develop  a  special,  extra-thick  sheet 
of  hardwood  floor  veneer,  the  materia, 
contractors  glue  onto  inex-pensive  com- 
posite-wood floors  to  give  them  a  classy 
look  and  feel.  Such  a  veneer  had  bisr 


agreed  to  buy  all  the  new  wood  veneer 
Freeman  could  produce  for  sLx  months 
and  use  its  "best  efforts"  to  sell  addi- 
tional amounts  for  five  years. 

But  according  to  Freeman's  lawsuit. 
Tomen  America  never  told  Freeman  that 
instead  of  selling  the  veneer  to  various 
Asian  wholesalers,  the  trader  had 
formed  an  exclusive  alliance  with  just 
one  customer — Kyodo  Veneer  Coi-p.,  a 
Japanese  wood-products  and  flooring 
company.  Kyodo  wanted  Freeman's  ex- 
ti-a-thick  veneer  because  it  was  develop- 
ing a  new  technology  capable  of  splicing 


the  veneer  into  finished  floor  paneling 
Tomen  had  another  reason  for  givin 
Kyodo  exclusi\it}"  It  had  a  30-year  tra( 
ing  relationship  with  Kyodo. 

Gene  Fi-eeman.  meanwhile,  thougl 
■Kyodo  was  just  the  first  of  several  cu: 
tomei"s  Tomen  planned  to  line  up.  To  pa 
for  new  equipment,  he  borrowed  S2  mi 
lion,  while  Tomen  America  chipped  in  a 
additional  Sl.l  million.  Then,  in  Octobe 
1990.  a  month  before  Freeman's  upgrac 
ing  was  completed,  Kyodo  ran  int 
snags  perfecting  its  new  technique.  Th 
Japanese  company  decreased  by  mor 
than  QO'^c  its  orders  of  Freeman  venee 
It  changed  its  senior  management  an 
delayed  the  project.  That  left  Tome 
America  with  \irtually  no  outlet  for  th 
veneer,  according  to  internal  Tome 
America  memos  obtained  by  Duan 
Cook.  Freeman's  lawyer,  who  has  file 
them  in  the  local  coiut. 

Gene  Freeman  says  he  was  kept  in  th 
dark  about  these  critical  developments, 
point  supported  by  internal  Tomei 
memos  written  in  Japanese  and  submi 
ted  in  English  translations  as  plaintiffi 
e\idence.  "We  won't  tell  Gene  Freemaj 


lis  when  we  visit,"  says  an  Oct.  15, 
)90  memo  about  Kyodo's  technical  diffi- 
ilties.  Tomen  America  sent  its  memo  to 
le  parent  company's  headquarters  in 
saka.  And  instead  of  exerting  its  "best 
Fforts"  to  find  more  customers,  Tomen 
;uck  with  Kyodo.  On  Oct.  22,  1990,  Yu- 
io  "Lucky"  Morita,  Tomen's  general 
lerchandising  manager,  explained  why 
)  Tomen  America  representatives.  "We 
ant  Kyodo  to  develop  this  machine  and 
2  able  to  splice  automatically,"  he 
rote.  "They  need  more  time  to  develop 
lis  machine." 

HARD  WORK."  Then  Freeman  ran  into 
le  complaints  of  poor  quality.  While  To- 
len  and  Kyodo  representatives  0.  K.'d 
;ven  shipments  of  veneer  to  Japan, 
ich  individual  sheet  was  inspected  on 
Tival.  Every  one  was  rejected  by  com- 
my  inspectors  for  quality  reasons. 
Tomen  executives,  and  Tomen's  U.  S. 
,wyer,  insist  the  quality  was  poor  and 
istified  refusing  to  pay  for  the  goods, 
t  trial,  Danny  C.  Reeves,  Tomen  Amer- 
a's  counsel,  charged  that  initial  prob- 
ms  with  Freeman's  new  equipment 
roduced  a  "bunch  of  garbage." 
Freeman  concedes  there  were  startup 
roblems.  But  even  Tomen  America  rep- 
;sentatives  questioned  the  purpose  and 


results  of  the  quality  inspections.  At  one 
point,  Kyodo  requested  that  the  veneer 
be  dried  to  a  moisture  content  guaran- 
teed to  crack  the  wood — which  would 
make  rejection  a  certainty,  according  to 
internal  Tomen  memos.  Mitsushige 
"Mick"  Morita,  Tomen  America's  repre- 
sentative to  Freeman  and  no  relation  to 
Lucky  Morita,  wrote  head- 
quarters on  Jan.  24,  1991:  "I 
cannot  do  that  to  them  now 
after  all  their  hard  work." 

No  matter.  On  Jan.  28, 
1991,  Tomen  told  Tomen 
America:  Don't  buy  any 
more  veneer.  On  Jan.  29, 
Mick  Morita  fired  back  a 
memo  saying  Tomen  was 
"not  doing  business  with 
Freeman  in  good  faith."  It 
was  threatening  Freeman,  he  said,  like 
"the  Yakuza,"  the  Japanese  mafia. 

When  Tomen  canceled  the  orders. 
Freeman  had  to  act  fast.  To  stabilize  his 
increasingly  fragile  finances,  he  sold  his 
company's  lumber  business  and  laid  off 
half  of  its  workers.  Then,  he  sued  To- 
men America  for  $10.9  million  in  dam- 
ages, charging  breach  of  contract. 

At  the  trial  last  July  and  in  deposi- 
tions, Mick  Morita  acknowledged  writing 


It  took  a  jury 

only  four 
hours  to  find 
against 
Tomen 


WHY  FREEMAN  WENT  TO  COURT 

Kenfuclcy's  Freeman  Corp.  sued  Japanese  giant  Tomen  Corp.  for 
breach  of  confrocf— and  won.  At  issue:  wfieffier  Tomen  used  arbitrary 
quality  inspections  to  sidestep  a  contract  to  sell  Freeman's  wood  veneer 
products.  A  key  piece  of  evidence  was  a  memo,  excerpted  below,  by 
Tomen  America  employee  Mitsushige  Morita  questioning  his  company's 

practices  and  those  of  7omen  customer 
Kyodo  Veneer  Corp. 
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DATA:  INTERNAL  TOMEN  MEMO,  TRANSLATED 
FROMJARANESE,  SUBMITTED  AS  EVIDENCE 


the  anguished  memos  but  testified  that 
he  was  "upset  and  confused."  He  added 
that  he  later  found  he  had  "totally  mis- 
understood the  problem." 

Despite  Morita's  testimony,  it  took  the 
jury  only  four  hours  to  return  a  verdict 
finding  that  Tomen  had  committed 
breach  of  contract.  In  July,  the  jury  im- 
posed on  Tomen  America  a 
$6.5  million  damage  award — 
about  what  Freeman  claimed 
was  his  operating  loss  as  a 
result  of  Tomen's  actions. 
That  amount  was  reduced  to 
$4.8  million  in  September, 
when  Tomen  America  agreed 
not  to  appeal  in  return  for  a 
lower  damage  award,  al- 
though it  did  not  admit  any 
wrongdoing. 
But  what  about  those  revealing 
memos?  Tomen  America's  general  coun- 
sel, Robert  B.  Cohen,  calls  them  part  of 
the  frank  discussions  that  take  place  in- 
side any  company — not  evidence  of  a  de- 
liberate attempt  to  chisel  Freeman. 
REBUILDING.  As  for  Kyodo  Veneer,  it 
changed  its  name  to  Tostem  Woodwork 
Co.  in  April,  1992.  Reached  in  Japan, 
Managing  Director  Shigehiro  Shii  rebuts 
a  number  of  Freeman's  claims.  He  says 
the  company  doesn't  care 
about  the  thickness  of  the 
wood,  for  example,  and  says 
Tostem  Woodwork  is  now  pur- 
chasing better-quality  wood 
from  Japanese-owned  compa- 
nies in  the  U.  S.  He  denies 
that  the  company  had  prob- 
lems perfecting  its  technique. 
Moreover,  in  making  its  prod- 
uct, "it's  perfectly  normal  to 
evaporate  moisture  from  the 
wood,"  Shii  says.  "The  fact  is, 
other  wood  that  we  import 
from  the  U.  S.  has  passed  the 
same  tests." 

Today,  Gene  Freeman 
plans  to  use  proceeds 
from  the  settlement  to 
rebuild  the  company  his 
grandfather  founded.  He 
still  hopes  to  break  into 
the  Far  East  market.  The 
Tomen  America  episode, 
he  says,  "was  a  nasty  mess 
we'd  all  like  to  forget 
about." 

Freeman  may  manage  to 
forget  this  episode.  But  com- 
panies that  want  to  follow 
President  Clinton's  exhorta- 
tions to  crack  the  Japanese 
market  may  want  to  remem- 
ber Freeman's  case.  It  shows 
the  pitfalls  can  be  greater 
than  they  ever  imagined. 

By  Douglas  Harbrecht  in 
Winchester,  Ky.,  mth  Hirorni 
Uchicla  in  Tokyo 
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LIQUOR  I 


ABSOLUT 
PANDEMONIUM 


As  liquor  sales  fall,  companies  are  battling  for  premium  brands 


If  you  think  lirands  are  dead,  consid- 
er the  events  of  Oct.  12  in  the  liciuor 
business.  First,  Seagram  Co.  an- 
nounced that  it  had  acquired  the  right  to 
distribute  Aljsolut,  the  ultrahip  Swedish 
vodka,  in  the  U.  S.  and  overseas.  Esti- 
mated price  to  Seagram:  $1.25  billion. 
Over  at  Grand  Metropolitan  PLC,  whose 
International  Distillers  &  Vintners  Ltd. 
division  has  been  distributing  Absolut 
for  the  past  13  years,  the  response  was 
swift  and  furious.  A  .spokes- 
woman for  IDV  says  it 
is  contemplating  suing 
Vin  &  Sprit,  Sweden's 
state  liquor  company, 
which  exjjorts  Ai)solut. 

Meanwhile,  at  Guinness 
PLC's  United  Distillers 
unit,  managing  director 
Crispin  Davis  abruptly  re- 
signed. The  industry  buzz: 
Davis,  a  former  Procter  & 
Gamble  marketer,  had  been 
slashing  prices  in  tough  mar- 
kets to  meet  profit  targets, 
clashing  with  Guinness  Chair- 
man Anthony  Greener's  deter- 
mination to  protect  the  compa- 
ny's exclusive  brands  and  the 
premium  prices  they  command. 
CASE  LAW.  The  industry's  Big 
Three  don't  agree  on  much,  but 
as  the  fierce  battle  for  Absolut 
and  the  repudiation  of  discount- 
ing show,  they  share  an  unshakable  faith 
in  the  big,  pricey  brand.  Sure,  value- 
conscious  consumers  are  abandoning  pre- 
mium-priced lines  of  tobacco,  food,  and 
household  products.  But  the  spirits  com- 
panies continue  U)  get  a  disproportionate 
chunk  of  profits  from  a  handful  of  high- 
end  labels  (chart).  United  Distillers,  for 
example,  makes  S63  a  case  on  deluxe 
brands  such  as  Johnnie  Walker  Black 
Label  scotch,  seven  times  its  profit  on  a 
standard  scotch  such  as  VAT  69,  says 
John  Spicer,  an  analyst  at  S.  G.  War- 
burg in  London.  And  no  wonder  IDV  will 
be  sorry  to  see  Absolut  go  next  year:  It 
will  make  $60  million  in  jjretax  jirofits 
on  the  brand  in  1993. 

But  wait  a  minute.  Doesn't  the  liquor 
business  bear  some  uncomfortable  simi- 
larities to  the  tobacco  industry,  where 


the  brand  meltdown  began?  Like  tobac- 
co, liquor  faces  mounting  health  con- 
cerns, regulation,  legislation,  and  taxa- 
tion. Like  tobacco,  distillers  made  up  for 
declining  consumption  by  raising  prices 
on  top  brands  in  the  1980s— in  liquor's 
case,  by  as  much  as  19%  a  year.  And, 
like  tobacco,  the  soaring  premium  pric- 
es created  an  opening  for 
cheap  brands 


and  private  labels,  which  have  lati- 
been  picking  up  market  share.  Wh( 
that  happened  in  cigarettes,  Philip  Mo 
ris  Cos.  ultimately  decided  to  slash  tl 
price  of  its  flagship  brand,  wiping  oi 
billions  in  industry  profits  and  mark- 
value.  Can  Marlboro  Friday  be  far  \< 
hind  in  the  booze  business? 

Point  out  those  parallels  to  liquor  i 
dustry  chieftains,  and  they  won't  exact 
raise  a  glass  in  your  honor.  "Comparisi 
of  our  industry  with  tobacco  is  erron 
ous,  misleading,  and  wrong,"  says  V. 
gar  Bronfman  Jr.,  president  of  Seagrai 
"It's  a  completely  different  situation,"  i 
sists  Guinness'  Greener. 

Far  from  bracing  for  a  pricing  Arm 
geddon,  the  big  distillers  plan  to  co 
tinue  to  raise  prices,  though  at  a  mii< 
slower  pace  than  in  the  1980s.  Wi 
^^^^^^^■B  drinking  declining 
the  U.  S.  and  other  b 
markets,  sales  grow 
will  come  only  throu; 
price  increases.  Thai 
why  the  industrj 
marketing  strate^ 
has  been  to  persuac 
consumei's  to  trade  i 
to  higher-priced  brands.  In  campaig 
such  as  "Live  a  Cutty  Above,"  the  ii 
plicit  message  has  been  "Drink  le 
but  drink  better." 

Until  now,  the  strategy  seemed 
>e  working.  Profits  of  the  big  liqu 
companies  have  grown  by  an  av€ 
age  of  15%  each  year  since  198 
even  though  worldwide  case  sal 
dropped  5%.  "Premium  brands  ca 
tured  a  larger  share  of  a  shrinkii 
market,"  says  Stephan  Tywoni; 
at  KPMG  Management  Consultii 
in  London.  In  Great  Britain,  pi 
mium  brands  controlled  48%  of  the  nu 


LIQUOR  COMPANIES 
ARE  IMMUNE  TO  THE 
BRAND-BUSTING 
THAT  SLAMMED 
TOBACCO-OR  AT 
LEAST,  THEY 
HOPE  SO 


ST  TO  THE  TOP  THREE  BRAHDS 

For  major  distillers,  premium  brands  contribute  hefty  chunks  of  sales  and  profits 
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MARKEi 


Wouldn  t  it  be  nice 
iF  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  tht 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


milhon  pounds  of  chemical 


pollutants  for  recyclmg. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Call 


1-800-62-^-1321. 


RESPONSIBLE  CARE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


Every  day 

someone 
reminds  us 

what  kind 
of  business 

we're  in. 
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Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day,  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds;  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 

Cigna 

A  Business  of  Caring. 

Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance       Reinsurance      Individual     International  International 

UJe  ■  Areident  •  Disability       Investment  Services      Management      Ufe-Acddem- Health      property  &  casualty      Insurance       Property  &  Casiulty      Ule  &  Employee  Benefits 


The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2"(i  of  the  earth's  sur- 
face '^'et,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  Tlie  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue 

VC^hen  you  join,  you  will  help  estab- 
lish natural  rain  tV)rest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  ff)otball  field  goes 
up  in  smoke.  You'd  better  call  now. 


The  National 
Arbor  Day  Foundation 


^.all  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


arketin 


ket  in  1991,  up  from  36%  in  1985.  In  the 
U.  S.,  premium  brands  rose  l%-2%  in 
1992,  while  overall  liquor  sales  were  es- 
sentially flat,  says  Frank  Walters,  di- 
rector of  research  at  M.  Shanken  Com- 
munications, an  alcoholic  beverage  trade 
publisher.  But  there  are  ominous  signs, 
too.  In  Britain,  for  example,  private  label 
spirits  accounted  for  27%  of  the  retail 
market  in  1992,  up  from  23%  a  year  ear- 
lier. In  the  U.  S.,  "premium  brands  are 
going  to  have  a  tough  time  in  the 
1990s,"  says  Walters.  "There's  a  lot  of 
private-label  brands  out  there,  especial- 
ly in  vodka."  Meanwhile,  Mar-  ^Bim 
tin  Romm,  an  analyst  at  First 
Boston,  recently  revised  his 
earnings  estimate  for  Sea- 
gram's Spirits  &  Wine  Group 
from  a  4%-5%  gain  to  flat  this 
year.  Profits  at  United  Dis- 
tillers will  drop  3.7%,  says 
Warburg's  Spicer.  And  though 
he  predicts  that  earnings  at 
IDV  will  jump  11%,  that's  most- 
ly l)ecause  of  exchange  rates. 
HIGHER  SPIRITS.  So  far,  most 
of  the  squeeze  has  been  on 
middle-  and  lower-tier  brands. 
That's  why  Seagram  and 
Grand  Met  have  been  bailing 
out  of  the  low  end  and  Guin- 
ness has  poured  money  into 
premium  brands.  Seagram,  for 
example,  sold  off  seven  lower- 
end  labels,  including  Lord  Cal- 
vert Canadian  Whiskey  and 
Wolfschmidt  Vodka,  to  Jim 
Beam  Brands,  a  division  of  American 
Brands,  for  $373  million  two  years  ago. 
That  has  allowed  it  to  concentrate  on 
Chivas  Regal  and  its  other  top  brands. 
Guinness,  in  turn,  poured  much  of  its 
ad  budget  during  the  late  1980s  into  re- 
versing the  volume  slide  of  its  three  big 
brands— .Johnnie  Walker  Red,  Johnnie 
Walker  Black,  and  Dewar's.  And  Grand 
Met  paid  $1.2  billion  in  late  1987  to  ac- 
quire Heublein  Inc.,  which  gave  it 
Smirnoff,  now  the  world's  No.  2  spirits 
brand,  after  Bacardi  rum. 

But  discounting  at  the  lower  end  now 
prevents  these  owners  of  premium 
brands  from  hiking  prices  much  faster 
than  inflation.  To  shore  up  their  pric- 
ing power,  distillers  say  they  will  keep 
investing  in  brand-l)uilding.  They  remain 
convinced  that  they  can  persuade  drink- 
ers that  what's  in  the  bottle  is  worth  the 
price.  Guinness'  Greener  believes  that 
premium  brands  will  stay  strong  be- 
cause consumers  attach  personal  values 
to  their  choice  of  drink.  However,  that 
argument  was  once  made  in  tobacco, 
too:  Cigarette  companies  figured— wi-ong- 
ly— that  smokers  wouldn't  abandon  Marl- 
boro and  Winston  for  generics  and 
discounted  cigarettes  because  they  iden- 


tified so  strongly  with  their  brand 
And  in  yet  another  parallel  to  toi)c 
CO,  the  big  spirits  companies  increasin 
ly  are  hunting  for  growth  in  emergii 
markets  in  Eastern  Europe  and  the  F 
East.  With  the  top  100  brands  accoui 
ing  for  less  than  7%  of  the  spirits  co 
sumed  worldwide,  the  industry  figur 
there's  plenty  of  room  for  expansi(i 
Demand  is  rising  for  prestigious  We: 
em  brands  in  China  and  the  former  !~ 
viet  bloc,  where  health  concerns  are  .^t 
muted  and  advertising  restrictions  fe 
On  Oct.  21,  United  Distillers  announc 
H^^^^^B^B  a  joint  venture  in  CI 
na  with  the  French  1 
ucr  and  luxury-goo 
group  LVMH.  It  has 
ready  recruited  a  sal 
staff  of  50  and  pla 
to  triple  its  work  foi 
by  1994. 

The  cachet  of  1 
brands  overseas  iii 
also  be  the  real  reas 
for  the  12-m(iri 
scramble  for  Absoii 
True,  Seagi'am  need 
a  premium  vodka  : 
fill  a  gap  in  its  port> 
lio— though  it  wo; 
comment  on  how  tc 
deal  is  being  financ 
and  calls  the  $1.25  1 
lion  estimate  "craz ' 
More  important.  Sc. 
gram  saw  an  oppor 
nity  to  expand  Ah 
lut  worldwide,  since  more  than  75%,  ■ 
the  brand's  sales  are  now  in  the  U.l 
Bronfman  predicts  that  the  proportion! 
sales  from  outside  the  U.  S.  will  douk 
within  five  years. 

And  consider  Grand  Met's  designs  r 
the  Russian  market.  Roughly  64  millii 
cases  of  vodka  were  sold  in  the  Wcl 
last  year.  Include  Russia,  and  the  m" 
ket  almost  quadruples,  to  224  millir 
cases.  "All  of  a  sudden,  the  world  m- 
ket  is  much  larger  than  it  has  been  tt 
ditionally  defined,"  says  Paul  Curtis 
iDV's  president  of  international  mark: 
ing.  With  an  eye  on  such  staggerig 
prospects.  Grand  Met's  IDV  set  ui>  i 
office  in  Moscow  earlier  this  year.  It  .- 
now  selling  650,000  cases  of  America 
made  Smirnoff  to  Russians— at  about  i 
a  half-liter  bottle,  25%  more  than  in  Na 
York. 

Talk  about  carrying  coals  to  New  ■ 
tie.  But  maybe  that's  a  sign  that  th; 
one  industry  that  has  a  shot  at  kee|  • 
its  brands  alive.  After  all,  the  folks  \> 
can  sell  premium-priced  American  voi 
to  Russians  must  know  something  ab'it 
marketing. 

By  Julia  Flynn  in  London  a?id  La.  t 
Zinn  in  New  York 


SOME  64 
MILLION  CASES 
OF  VODKA  WERE 
SOLD  IN  THE 
WEST  LAST  YEAR. 
BUT  RUSSIAN 
CONSUMPTION 
WAS  THREE  TIMES 
AS  LARGE-AND 
THAT'S  WHY 
DISTILLERS  ARE 
EAGER  TO 
CRACK  EASTERN 
MARKETS 
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The  1993  Business  Week 
Defense  Conversion  Roundtabie 

Surviving  the  Peace:  The  Conversion  and  ReaUgnment  of  the  Defetise  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  1,  1993 
Place:  The  Regent  Beverly  Wilshire  Hotel,  Los  Angeles,  California 


Presented  in  association  with: 

Thunderbird,  The  American 
Graduate  School  of 
International  Management 

and  with  the  support  of: 

Gemini  Consulting 


Executive 
programs 

Copyn^hl  1991  McGr,iw-H,tl.  Inc 


Post  Cold  War. 
The  Russians  aren't  coming. 

Now  the  international  aerospace  and 
defense  industry  is  facing  its  greatest 
challenge  ever:  to  adapt. 

At  this  crucial  juncture,  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtabie- 5zo77'/'/«^  the 
Peace:  The  Conversion  a)id  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-of- 
a-kind  opportunity  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  massive  restructuring 
of  the  international  defense  sector. 


For  corporate  sponsors,  this  is  an 
opportunity  to  make  direct  contact 
with  industry  leaders.  And  do  more 
than  survive.  Thrive. 

A  limited  nimiber  of  corporate 
sponsorships  are  available.  For 
information,  please  call  William  W. 
DeGraff,  Director  of  Sales,  Strategic 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligeuce. 


GE'S 

BRAVE  NEW 
WORLD 

WEICH  SEES  THE  FUTURE.  IT'S  CHINA,  INDIA,  MEXICO 


More  than  500  million  of 
India's  people  live  in 
l)overty.  The  govern- 
ment of  Prime  Minister 
P.  V.  Narasimha  Rao  is 
teetering  as  Hindu  militants  gain 
ground.  Xenophobic  politicians  have 
forced  U.  S.  agricultural  giant  Cargill  to 
abandon  a  salt-mining  venture,  and  they 
promise  similar  action  against  Coca-Cola, 
PepsiCo,  and  McDonald's.  Thousands 
gather  at  an  antiforeigner  rally  in  the 
southern  city  of  Bangalore. 

On  the  surface,  it  doesn't  seem  like 
the  most  promising  investment  opportu- 
nity. But  it  is  in  such  developing  giants 
as  India  that  OE  Chief  Executive  John  F. 
Welch  Jr.  sees  the  future.  For  the  past 
few  years,  teams  of  General  Electric  Co. 
executives  have  crisscrossed  India  me- 
thodically with  the  tenacity  often  asso- 
ciated with  a  Japanese  keir-etsu.  Today, 


GE  is  far  and  away  the  biggest  U.  S.  in- 
vestor in  India,  with  $100  million  sunk 
into  factories  making  medical-imaging 
equipment,  plastics,  kitchen  appliances, 
and  lamps.  Sales  in  India  have  gone 
from  almost  nothing  to  $400  million.  The 
goal:  $1  billion  before  the  decade's  end. 

The  way  Welch  sees  it,  GE's  aggres- 
sive pushes  into  India,  China,  and  Mex- 
ico are  no  longer  a  matter  of  choice: 
They  could  well  determine  the  future 
of  the  $57  billion  titan,  America's  third- 
most-profitable  company.  Total  revenues 
have  climbed  a  bare  3%  in  each  of  the 
past  two  years,  and  the  prospects  for 
strong  U.  S.  growth  are  marginal.  Last 
fall,  after  looking  down  fi'om  his  Guang- 
dong hotel  window  at  a  vast  sea  of  con- 
struction cranes,  Welch  set  out  once  and 
for  all  a  strategy  that  would  shift  the 
company's  "center  of  gravity"  from  the 
industrialized  world  to  Asia  and  Latin 


HORTHERN  CHINA  A  STATE  ISURSERY  USES  BOHLES 
MADE  OF  RECYCLED  GE  PLASTIC 
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VICE-CHAIRMAN 
FRESCO: 

"THE  MODERN  . 
COMPANY  HAS  ^ 
SPREAD  ITS 
BRAINS-ITS 
CENTERS  OF 
EXCELLENCE. 
IT  REALLY  ISA 
CITIZEN  OF  MANY 
COUNTRIES 
RATHER  THAN  A 
CITIZEN  OF  ONE" 


CHAIRMAN  AND  CEO  WELCH: 
IF  THE  STRATEGY  "IS  WRONG, 
IT'S  A  BILLION  DOLLARS-A 
COUPLE  OF  BILLION  DOLLARS. 
IF  IT'S  RIGHT,  IT'S  THE  FUTURE 
OF  THE  NEXT  CENTURY  FOR 
THIS  COMPANY" 


America.  By  2000,  those  markets  could 
provide  more  than  $20  billion  in  rev- 
enues, double  the  current  level— and 
more  than  25%  of  GE's  total  sales. 

Certainly,  GE  is  no  stranger  to  inter- 
national business.  From  jet  engines  to 
credit  cards,  its  products  and  services 
are  sold  throughout  the  industrial  world. 
It  competes  against  the  likes  of  Hita- 
chi, Siemens,  and  ABB  Asea  Brown  Bove- 
i-i.  But  GE  has  never  really  l)een  a  global 
company,  just  a  U.  S.  company  operating 
internationally,  and  most  of  its  activity 
has  been  in  Europe  and  Japan. 

Now,  at  the  behest  of  the  hard-charg- 


ing Welch  and  Vice-Chairman  Paolo 
Fresco,  an  urbane  Italian  who  lives  in 
London,  GE  is  betting  on  the  three  de- 
veloping giants— China,  India,  and  Mex- 
ico—with Southeast  Asia  close  behind. 
Total  population:  roughly  2.5  billion, 
some  10  times  the  U.  S.  In  all  four  mar- 
kets, political  and  economic  risks  loom, 
but  GE  reckons  that  placing  many  small 
stakes  of  a  few  tens  of  millions  of  dollars 
each  will  cushion  it.  If  the  strategy  "is 
wrong,  it's  a  billion  dollars,  a  couple  of 
billion  dollars,"  says  Welch,  who  spends 
weeks  in  far-flung  capitals  pushing  the 
plan.  "If  it's  right,  it's  the  future  of 


the  next  century  for  this  comi^an 
GE  brings  a  powerful  arsenal  to  t- 
battle,  including  a  team  of  globe-ti- 
ting  managers  and  the  technologies  in 
in  demand  in  countries  with  primiti\ c 
frastructures.  In  some  cases,  GE  relies 
exports  from  the  U.  S.  of  high-vai 
goods  such  as  jet  engines  and  turt)in 
In  others,  it  is  becoming  a  local  asst 
bier  of  low-technology  goods  or  e\  i  i 
full-scale  maker  of  appliances  and  otl 
products  for  export.  And  GE  has  sigi 
a  deal  with  Rupert  Murdocli's  Star  I'V 
launch  an  Asian  version  of  its  busin( 
and  news  CNBC  channel.  General  Elect 
Capital  Services  helps  bind  it  all  toge 
er.  "They  can  combine  great  equipmei 
the  aljility  to  structure  deals,  and  a : 
nancing  arm  that's  like  having  an  : 
house  Wall  Street  banker,"  says  I 
Shawn  Cumberland,  Hong  Kong-ba- 
managing  director  of  Wing  Merrill  Iiit 
national  Inc.,  developer  of  power  plai 
"MONOPOLY  PLAYER."  Welch  chose  ( ; 
targets  personally  after  a  decade  of  tr 
el  to  Asia  and  around  the  world.  Fi-c 
and  other  lieutenants  were  high  on  A 
and  Latin  America,  where  the  poten 
stood  in  stark  contrast  to  the  I 
growth  forecast  for  the  U.  S.  and  1 
rope.  Welch  concluded  these  mark 
needed  just  the  mix  of  capital  and  tr 
nology  GE  offers.  "We're  a  company  w 
great  infrastructure  strengths  a 
therefore,  a  company  that  ought  to 
where  the  gi'owth  is,"  he  says.  "It's  rli 
to  anyone  that  the  growth  will  be 
the  Pacific  Rim,  India,  and  Mexico." 

But  such  a  strategy  provokes  cont 
versy  at  home.  GE  and  other  U.  S.  C( 
panies  have  shed  hundreds  of  thousa: 
of  jobs  in  the  past  decade.  While  th 
losses  would  be  even  greater  with 
huge  exports  from  the  U.  S.,  that's  li' 
consolation  to  some.  "I  think  th' 
should  be  laws  narrowing  the  kind 
work  that  can  go  overseas,"  says  Willi 
H.  Bywater,  president  of  the  Inter 
tional  Union  of  Electrical  Workers. 

For  Bywater,  shifting  GE's  focus  1 
close  to  home.  Twenty  years  ago, 
union  had  70,000  members  at  GE;  by 
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Al  SALES  SHIF1 

PERCENT  OF  SALES  DERIVED  FROM 
INTERNATIONAL  AGIVITIES 
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id  of  this  year,  that  number  will  likely 
11  to  30,000.  "Jack  is  the  best  Monopo- 
player  I've  ever  seen,"  says  Bywa- 
r.  "He  makes  great  deals  for  the  share- 
ilders.  But  I've  got  to  look  at  what  is 
ling  to  help  the  economy  of  the  U.  S." 
To  its  credit,  GE  has  changed  its  push 
ice  the  1980s  when  it  simply  shut 
iwn  plants  at  home  and  bought  what  it 
leded  abroad.  To  a  much  greater  ex- 
nt,  the  new  strategy  aims  at  pene- 
iting  fresh  markets,  rather  than  hunt- 
y  for  cheap  labor.  GE  argues  that  this 
a  net  plus  to  the  U.  S.  Last  year,  for 
;amp]e,  it  exported  $5  billion  more 
an  it  imported— twice  as  much  as  five 
lars  ago.  GE  points  to  Mexico,  where 
;  operations  import  some  $750  million 
U.  S.  goods,  compared  with  the  $500 
iliion  GE  exports  from  Mexico.  More- 
er,  ge's  total  exports  of  $8  billion  help 
pport  some  160,000  jobs  in  the  U.  S., 
•sed  on  Commerce  Dept.  assumptions. 
For  better  or  worse,  ge's  new  push 
s  an  unstoppable  momentum.  Already, 
•esco's  efforts  have  caused  a  dramatic 
ange  in  where  GE  makes  money.  In 
80,  only  two  of  ge's  many  businesses 
ire  true  global  players:  plastics  and 
:  engines.  Since  1987,  though,  revenues 
)m  outside  the  U.  S.  have  risen  at  an 
nual  rate  of  30%  and  now  contribute 
%  of  the  company's  total  sales.  That's 
from  29%  five  years  ago.  The  day  is 
t  far  off  when  the  company  that 
Iped  electrify  America  will  earn  more 
)ney  outside  Its  borders  than  inside, 
eing  national  doesn't  pay,"  says  Fresco. 
EICH'S  CADRE.  To  put  heft  behind  its 
■ategy  shift,  GE  is  transforming  its 
inagement  ranks,  moving  Welch  confi- 
nts  to  front-line  positions  in  the  field 
d  attempting  to  create  what  Fresco 
Is  "global  brains"  to  manage  opera- 
ns  in  distinctly  Third  World  cultures, 
is  summer.  Fresco  dispatched  W. 
Ties  McNerney  Jr.,  a  fast- track  young 
scutive,  fi'om  a  Plainville  (Conn.)  elec- 
cal  unit  to  Hong  Kong  in  a  senior 
3t  overseeing  expansion.  "We  really 
:iit  to  have  the  same  market  shares  in 
ia  that  we  do  in  the  U.  S."  says 
:Nerney,  one  of  the  inner  core  of  exec- 
ves.  That  means,  according  to  the  GE 
!do,  either  No.  1  or  No.  2.  McNerney's 
'Ve  is  just  the  latest  in  a  shift  of  man- 
3ment  abroad  that  has  seen  the  num- 
■  of  officers  in  Asia  double,  to  20. 
That's  in  keeping  with  GE's  projec- 
ns  for  the  region.  The  Power  Sys- 
ns  unit,  which  makes  generators  and 
bines,  expects  50%  of  its  future  busi- 
5S  to  come  from  Asia.  Ditto  for  Medi- 
Systems,  which  has  seen  its  over- 
is  revenues  soar  from  15%  in  1985  to 
4)  now.  GE  Aircraft  Engines,  downsiz- 
because  of  a  slump  in  orders  from 
tered  U.  S.  airlines,  won  two  huge 
lers,  worth  $425  million,  from  Chi- 
le regional  airlines  this  summer.  "Ten 


A sense  of  gloom  hangs  over 
General  Electric  Co.'s  sprawl- 
ing jet-  engine  plant  in  Cincin- 
nati, where  the  work  force  is  shrinking 
from  17,000  two  years  ago  to  8,000 
early  next  year.  Halfway  across  the 
world,  though,  it's  a  different  story. 
Managers  in  the  Beijing  office  of  GE's 
engine  division  are  competing  flat-out 
against  Pratt  &  Whitney  and  Rolls- 
Royce  PLC  to  secure  orders  in  the 
world's  hottest  aviation  market.  Chi- 


TUNING  UP  GE  HAS  A  THIRD  OF  THE 
CHINESE  MARKET  FOR  JET  ENGINES 


na's  airline  industry  plans  to  buy  100 
widebody  aircraft  engines  a  year.  "Chi- 
na has  become  a  strategic  battle- 
ground," says  David  Voeller,  president 
of  GE  Aircraft  Engines'  China  division. 

To  bolster  its  presence,  GE  is  send- 
ing in  more  troops.  It  now  has  a  63- 
member  Beijing  staff— triple  199rs— 
with  engineers  in  10  cities  across  the 
country.  Although  GE  has  been  selling 
jet  engines  in  China  for  14  years,  only 
in  the  past  year  has  it  made  China  a 
priority.  Since  the  beginning  of  1992, 
GE  has  won  $500  million  in  engine  or- 
ders from  Chine.se  carriers.  The  jet- 
engine  market  in  China  mirrors  the 
competitive  state  of  the  world  mar- 
ket, with  GE  cbiiming  about  one-third 
of  all  orders  and  Pi'att  the  same.  Rolls 


and  others  lag  behind.  China's  airlines 
use  or  have  ordered  46  GE  engines 
and  an  additional  200  engines  made 
by  GE's  joint  venture  with  France's 
SNECMA.  Most  Chinese  airlines  have 
bought  new  Boeing  737s,  which  use 
the  GE-SNECMA  CFM56  engine. 

On  other  Boeing  aircraft,  where  air- 
liners have  a  choice  of  engines,  GE  is 
cutting  aggressive  deals  by  sharply 
discounting  prices.  In  March,  China 
Southern  chose  the  new  GE90  engine— 
which  is  costing  GE  $1.5  bil- 
lion to  develop— for  its  new 
Boeing  777s.  As  the  ink  was 
drying  on  the  China  South- 
ern deal,  c;e  won  a  $225  mil- 
lion order  with  Xian-based 
China  Northwest  for  en- 
gines to  power  6  to  10  Air- 
ijus  Industrie  A300s. 
PAYOFFS?  To  operate  in  Chi- 
na's freewheeling  atmos- 
phere, GE  has  to  walk  a  fine 
line.  The  Chinese  practice 
of  payoffs  and  cozy  deals 
conflicts  with  GE's  clean  cor- 
porate image— and  U.  S. 
antibribery  laws.  But  the 
large  size  of  GE's  deals  helps 
the  company  avoid  problems 
with  corruption,  says  Voel- 
ler. "The  bigger  projects  re- 
ceive so  much  scrutiny  that 
there  isn't  much  opportu- 
nity for  that  kind  of  thing," 
he  says.  Also,  the  company 
has  found  a  way  to  give 
some  perks  to  local  officials 
without  violating  American 
law— by  training  some  of 
them  in  the  U.  S.  Last 
April,  it  sent  35  senior  Chi- 
nese corporate  executives  to 
ge's  Crotonville  (N.Y.)  campus  for  a 
management-training  seminar. 

With  the  cuiTent  economic  retrench- 
ment in  China  and  the  resulting  clamp- 
down  on  lending,  GE  is  using  its  own 
resources  to  keep  partners'  operations 
humming  and  its  own  markets  intact. 
It's  buying  several  million  dollars' 
woi'th  of  parts  from  an  aircraft  factory 
in  the  northern  city  of  Xian  and  ship- 
ping them  back  home  to  use  in  ma- 
rine and  industrial  engines.  And  its 
GE  Capital  Services  arm  will  help  Chi- 
nese airlines  facing  tighter  credit  to 
lease  new  jets  with  GE  engines.  With 
other  markets  stuck  in  the  doldiamis, 
GE  is  relying  on  China  to  keep  its  en- 
gine division  flying. 

By  Lynne  Curry  in  Beijing 
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\-ears  from  now,  Asia  will  be  the  highest 
market  for  us,"  says  Da\  id  \'oeller,  who 
runs  GE  Engines'  Beijing  office. 

It's  easy  to  understand  why  GE  exec- 
utives drool  over  China.  It  plans  to  add 
more  than  SlOO  billion  in  power-generat- 
ing equipment  l)y  2000.  It  is  buying  100 
jet  engines  a  year  for  wide- 
body  aircraft.  And  it  has 
only  1,300  CT  scanners  for 
its  62,000  hospitals  and 
200,000  clinics.  So  GE  has 
tripled  its  staff  in  Beijing 
and  is  even  planning  to 
send  an  engineer  to  Inner 
Mongolia  to  service  aircraft 
stopping  overnight.  "GE  has 
undergone  a  complete  turn- 
about within  the  past  9  to 
12  months."  says  a  rival. 

China  is  in  the  midst  of 
creating  a  financial  sector 
that  can  fund  its  growth, 
and  GE  Capital  sees  opportunity  there, 
too.  The  finance  arm.  which  already  has 
S1.5  billion  worth  of  aircraft  on  lease  to 
Chinese  carriers,  is  trjing  to  talk  Beijing 
into  letting  it  set  up  one  of  the  country's 
first  commercial  lending  operations.  The 
goal:  to  finance  massive  capital  spending 
projects,  such  as  a  superhighway  linking 
Beijing  to  Hong  Kong,  and  the  ine\itable 
equipment  purchases  that  will  arise. 


SOON,  GE 
WILL  MAKE 
MORE  MONEY 
OUTSIDE 
AMERICA 
THAN  INSIDE 


GE  is  reaching  deep  into  its  bag  of 
tricks  to  win  business  in  these  fast-de- 
veloping countries..  In  Indonesia,  where 
the  company  is  part  of  a  S2  billion  pow- 
er-plant project,  GE  has  offered  an  aiTay 
of  technologies  to  help  upgrade  the  man- 
ufacturing base.  And  it  has  set  up 
GE  Technology  Indonesia, 
which  will  enter  into  joint 
ventures  in  its  tech-trans- 
fer schemes.  That  is  a  far 
cry  from  the  days  when 
developing  nations  looked 
at  big  multinationals  as  ex- 
ploiters. Indeed,  such  com- 
pany-to-country technology' 
deals  could  become  a  mod- 
el for  GE  as  it  moves  into 
less   developed  markets 
such  as  Vietnam,  where  it 
has  set  up  an  office  in  an- 
ticipation  of  the  lifting  of 
the  U.  S.  embargo. 
While  the  majority  of  GE  plants  in 
Asia  are  aimed  at  satisfying  local  de- 
mand, it's  a  slightly  different  case  in 
Mexico.  In  effect.  GE  is  fully  integrating 
the  country  into  its  emerging  North 
American  manufacturing  strategy,  even 
while  the  debate  on  the  North  American 
Free  Trade  Agi'eement  rages.  In  1990,  in 
a  joint  venttire  with  Mexican  appliance 
company  Mal)e,  GE  built  a  factory  in 


San  Luis  Potosi.  The  idea  was  to  tai- 
advantage  of  30%  lower  labor  costs  i 
produce  gas  ranges  for  North  Americ 
The  plant  has  been  a  smashing  succes 
turning  out  nearly  30%  of  the  gas  stovi 
bought  in  the  U.  S.  each  yeai'.  The  fact 
ry  will  reach  1  million  units  in  just  i 
thii'd  year  of  operation,  and  plans  call  fi 
a  25%  increase  in  output  next  year. 
JUST  THE  TICKET.  But  the  Strategy-  in  Me 
icc)  is  more  than  searching  for  a  cheap- 
work  force.  GE  has  been  a  househo 
name  in  Mexico  for  nearly  100  year 
producing  everything  from  light  bulbs 
plastic  resin  in  20  factories  scattert 
across  the  country.  But  in  the  1980s,  ( 
made  a  push  into  big-ticket  businesse 
such  as  appliances  and  power  plant 
taking  the  company,  with  its  21.000  Me 
ican  employees,  to  a  higher  plane.  Wi 
Mabe,  it's  tapping  into  the  hungry  d 
mestic  market  for  such  items  as  refrigc 
ators  and  washing  machines,  where  d 
mand  is  growing  5%  to  7%  a  year.  Ai 
GE's  power  business  is  leading  an  intt 
national  consortium  to  build  a  S600  m 
lion  natural-gas-burning  power  pla 
near  the  U.  S.  border.  GE's  Mexico  sal 
were  SL5  billion  last  year— up  from  S9 
million  the  year  before.  Says  Fresc 
"\\'e  have  a  target  to  double  that  aga 
over  the  next  couple  of  years." 

Mexico  is  also  a  laboratorv  of  sor 


NDIA1 


AN  ULTRASOUND  FOOTHOLD  IN  ASIA 


For  three  decades,  GE's  medical  sys- 
tems division  ignored  India.  While 
rivals  Siemens,  Philips,  and  Toshiba 
dominated  the  market  for  diagnostic 
medical  ecjuipment.  General  Electric  Co. 
let  India  fade  from  its  radar  screen.  Two 
years  ago,  the  company  had  just  a  sliver 
of  the  country's  S80  million  market  in 
medical  equipment. 

But  now'  GE  is  playing  catch-up  with  a 
vengeance.  A  joint  venture  with  local 
personal  computer  maker  Wipro  Ltd., 
formed  three  years  ago,  produces  CT 
scanners,  applications  software,  and  var- 
ious ultrasound  devices— including  a  20- 
pound  portable  unit  that  is  being  devel- 
oped especially  for  the  Indian  market. 
The  venture's  goal:  to  boost  sales  tenfold, 
to  S200  million,  by  the  year  2000. 

GE's  showpiece  in  India  is  its  50%- 
owned  medical  systems  venture,  which  is 
based  in  the  southern  city  of  Bangalore. 
Hardly  a  factor  in  India  two  years  ago, 
GE  is  coming  on  strong  in  ultrasound  de- 
vices, used  for  everything  from  detecting 
gallstones  to  monitoring  the  de\'elopment 
of  a  fetus  in  a  womb.  The  availability 
(jf  the  machines,  though,  while  boosting 


infant  health,  has  created  some  unintend- 
ed consequences.  In  India  as  in  other 
developing  countries,  the  technology  is 
often  used  to  determine  the  sex  of  a  fe- 
tus—which in  turn  often  leads  to  abor- 
tions of  females.  While  some  women's 
groups  in  India  criticize  the  machines' 
new  av  ailability,  Wipro  GE  President  Vi- 
vek  Paul  say's  that  sex  determination  is 
a  "very,  very  small  percentage  of  their 
usage." 

THE  NEXT  GENERATION.  Still,  ultrasound  is 
a  S16  million  market  in  India,  gi'owing  at 
a  20%  annual  clip.  GE  hopes  to  boost  its 
profile  even  more  next  year,  when  it 
rolls  out  its  next-generation  portable 
ultrasound,  aiming  to  put  the  machines  in 
the  reach  of  India's  1,000  largest  hospi- 
tals and  numerous  small  clinics.  And  by 
squeezing  75%  of  the  functions  of  a  con- 
ventional tiltrasound  into  a  20-pound  unit, 
says  Paul,  the  device  could  fit  in  the 
back  seat  of  a  car  as  a  doctor  makes 
rounds  at  remote  clinics.  GE  is  working 
with  local  finance  companies  to  help  clin- 
ics and  hospitals  pay  for  the  machines. 

The  basic  ultrasound  technology  comes 
from  GE's  75%-o\vned  Tokvo  joint  ven- 


ture with  Yokngawa  Medical  S 
Ltd.  GE  entered  the  venture  in 
obtain  knowhow  for  "economy"  die 
equipment,  which  was  dominated 
Japanese. 

To  actually  design  the  new  p 
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COVERS 


r  ViV's  attempts  to  re- 
uit  and  develop  glol)al 
•ains  in  its  manage- 
ent  ranks.  This  chal- 
nf^e  of  creating  a  tier 

internationally  savvy 
tecutives  is  as  big  as 
ly  the  giant  faces, 
irt  of  the  answer  is  to 
lach  beyond  its  ranks 

tap  outsiders.  Stan- 
rd  University  business 
hool  graduate  James 

Polsfut,  34,  for  exam- 
e,  joined  GE  18 
onths  ago,  after  help- 
g  manage  the  city  of 
enver's  infrastructure 
•ejects.  A  self-de- 
ribed  "Spanish  junkie" 
ho  won  a  fellowship  to 
udy  in  Costa  Rica  in 
e  1980s,  Polsfut  is  one 

GE's  three  business-develoi)ment  man- 
:ers  in  Mexico.  In  contrast,  the  acting 
esident  in  Mexico,  Paul  McBride,  is  a 
-year-veteran  of  GE's  plastics  opera- 
)n.  His  preparation  for  the  assignment 
iS  a  two-month  course  in  Spanish. 

To  make  this  management  mix  work, 
;  is  exporting  the  training  programs 
d  concepts  it  has  made  de  rigueur  in 
e  U.  S.  GE's  focus  on  lean  manage- 
3nt,  quick  response,  speeded-up  prod- 
t  cycles,  and  productivity  is  now  mov- 


SOUTHERN  CHINA  GE  EXPECTS  50%  OF  ITS  FUTURE  POWER 
BUSINESS,  SUCH  AS  THESE  TURBINES,  TO  COME  FROM  ASIA 


ing  offshore,  along  with  its  cajjital  and 
technology.  In  Mexico,  for  example,  GE  is 
starting  a  progi'am  for  middle  managers, 
who  will  be  rotated  through  different 
assignments  for  two  years.  Those  chosen 
will  work  by  day  and  study  l)y  night. 
While  common  in  the  U.  S.,  such  pro- 
grams are  new  to  Mexico.  In  the  U.  S.. 
meanwhile,  new  managerial-level  hires 
are  given  courses  in  global  issues  at 
GE's  Crotonville  (N.Y.)  training  center. 
The  teaching  goes  both  ways.  Senior 


executives  are  routinely 
sent  on  four-week  fo- 
rays to  foreign  markets, 
then  returned  to  Cro- 
tonville to  brief  Welch, 
Fresco,  and  others. 

When  all  these  ideas 
come  together,  GE  will 
be  what  Welch  calls  a 
multipolar  and  multicul- 
tural company.  It  isn't 
there  yet,  but  if  any 
part  of  the  group  is 
close,  it  could  well  be 
the  Medical  Systems 
unit  in  Milwaukee.  One 
of  GE's  hottest  business- 
es, with  $3.5  billion  in 
sales  last  year,  it  is  a 
crucible  of  management 
and  cultural  experimen- 
tation—and a  Welch  fa- 
vorite. For  one  thing. 
Medical  is  skilled  at  moving  its  technol- 
ogy between  markets.  The  low-end  gear 
GE  will  make  in  China  and  India  was 
developed  in  .Japan  with  GE's  75%  joint- 
venture  partner,  Yokogawa  Medical  Sys- 
tems. In  turn,  engineers  in  India  and 
China  are  developing  low-cost  products 
that  could  serve  markets  in  Latin  Amer- 
ica and  the  U.  S.,  where  there  is  a  de- 
mand for  cheaper  machines  from  a  cost- 
conscious  medical  community. 

Medical  Systems  is  also  bringing  peo- 


T,  GE  is  tapping  India's  vast  pool 
pensive  but  gifted  engineers.  Wi- 
lich  has  tie-ups  v/ith  Sun  Micro- 
s  and  Epson,  brought  experience 
gning  computers,  a  key  compo- 
'  diagnostic  equipment.  Most  of 


the  all-Indian  team  of  eight  engineers 
working  on  the  project  came  fi"om  Wipro. 
GE  hopes  to  market  the  budget  devices 
in  other  developing  countries,  too. 

Boosting  market  shai-e  in  higher-end 
products  will  be  more  challenging.  Sie- 


mens, which  has  been  making  X-ray  ma- 
chines in  India  since  the  1960s  and  con- 
trols more  than  half  of  the  overall  diag- 
nostic market,  has  a  reputation  for 
superior  technology  and  service.  So  to 
get  its  name  out,  Wipro  GE  has  begun 
sponsoring  lecture  tours  in  India  by  fa- 
mous American  surgeons  who  use  its 
equipment.  It  recently  flew  Dr.  Harold 
Coons,  a  surgeon  at  Sharp  Memorial 
Hospital  in  San  Diego,  to  Bombay  to 
demonstrate  a  fertility  procedure. 
SLOW  PROCESS.  Still,  the  competition  isn't 
resting.  Siemens  is  boosting  its  manu- 
facturing in  India,  too.  Philips  also  is 
now  making  low-cost  ultrasound  devices 
in  the  country,  and  Toshiba  is  exploring  a 
production  facility.  GE  is  "going  at  it  in  a 
much  more  professional  way,"  concedes 
Umush  Chandra  Dimri,  marketing  direc- 
tor for  Siemens'  Medical  Engineering 
Div.  in  New  Delhi.  "But  their  success 
won't  come  fast." 

But  while  it  may  have  difficulty  being 
No.  1  or  2  in  every  segment,  GE  figures 
markets  such  as  India's  are  too  important 
to  ignore.  "If  you  aren't  in  Asia,"  says 
Joren  Malm,  president  of  GE  Medical 
Systems'  Asia  operations,  "in  10  or  15 
years  you  might  as  well  be  nowhere." 
India  slipped  from  GE's  sight  once  be- 
fore. It  won't  happen  again. 

By  Pete  Engardio  in  Bangalore 
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pie  and  ideas  from  those  tar-flung  lands 
back  to  Milwaukee,  where  it's  common 
to  see  engineers  and  managers  from 
Asia  working  side  by  side  with  Ameri- 
cans and  Europeans.  Designers  in  Mil- 
waukee also  rely  on  software  developed 
by  the  joint-venture  partner  in  India. 
"We're  going  beyond  the  manufactur- 
ing" in  using  foreign  work,  says  Claude 
Benchimol,  a  French  manager  who  runs 
worldwide  CT  engineering  out  of  Mil- 
waukee. "We're  doing  joint  design." 

For  all  ce's  l)usinesses,  the  question  is 
no  longer  whether  they  will  push  into 
developing  markets,  but  just  how  big 
they  will  become.  In  the  past  few  years, 
that  new  reality  has  set  in,  drummed 
in  l)y  Welch  and  Fresco.  It's  a  strategy 
that  seems  likely  to  pay  off  for  (.K,  its 


shareholders,  and  its  cadre  of  U.  S.  man- 
agers. It's  also  a  win  for  the  thousands 
of  workers  whose 'jobs  are  more  depen- 
dent on  orders  from  the  emerging  new 
markets.  Up  against  the  toughest  Japa- 
nese and  European  giants,  GE  insists  its 
global  push  is  boosting  competitiveness, 
which  in  turn  safeguards  U.  S.  jobs. 

In  effect,  GE  is  telegraphing  the  mes- 
sage that  for  the  company  to  remain 
competitive  and  profitable,  it  has  to  es- 
tablish deep  manufacturing,  technologi- 
cal, and  financial  roots  elsewhere,  even  if 
that's  at  the  expense  of  some  factory 
jolis  in  the  U.  S.  tied  to  slower  markets. 
"The  modern  company  has  to  spread  its 
brains,  its  centers  of  excellence,"  says 
Fresco.  "It  really  is  a  citizen  of  many 
countries  rather  than  a  citizen  of  one." 


This  debate  over  a  major  compan,' 
responsil)ility  to  its  home  market  f; 
been  raging  for  decades.  It  can  only 
tensity  as  hundreds  of  other  U.  S.  co 
panies  wrestle  with  the  opportunil 
and  challenges  that  Welch  and  Fn^- 
see  in  the  developing  world.  Increa^i 
numbers  of  U.  S.  companies,  no  Ioiil 
able  to  rely  on  the  world's  largest  iml 
enous  market,  now  are  trying  to  Ic; 
to  compete  globally.  GE  is  one  modi  I . 
will  be  up  to  the  likes  of  Welch,  Fn  s 
and  their  colleagues  to  prove  that  grc 
er  global  success  on  the  part  of  one 
America's  strongest  and  biggest  com 
nies  pays  off  at  home,  too. 

By  Tint  Si)iart  hi  Fairfield,  Conn.,  I 
Engardiu  in  New  Delhi,  and  Geri  Sm 
in  San  Luis  Fotusi,  Mexico 


MEXICO! 


THIS  VENTURE  IS  COOKING  WITH  GAS 


An  engineer  huddles 
over  an  Apollo 
workstation  from 
Hewlett-Packard,  design- 
ing parts  for  a  gas-range 
prototype.  Nearby,  a  her- 
metically sealed  chamber 
recreates  the  heat  and  hu- 
midity of  Mexico's  Yucatan 
peninsula,  and  40  probes 
tell  a  computer  how  well  a 
refrigerator  is  performing 
under  tropical  conditions. 
"Just  a  few  years  ago,  we 
had  to  take  readings  by 
hand,"  recalls  Luis  Hoyos 
Parrao.  He's  director  of 
the  new  $7  million  re- 
search and  development 
center  built  by  appliance 
maker  Organizacion  Mabe 
in  Queretaro,  in  central  Mexico,  soon 
to  be  dedicated  by  none  other  than 
President  Carlos  Salinas  de  Gortari. 
With  its  state-of-the-art  technology  and 
top-notch  research,  it's  just  the  kind  of 
project  Salinas  loves— proof  that  Mexi- 
can manufacturers  can  compete  at  the 
highest  levels. 

In  this  case,  though,  the  company 
is  half-Mexican.  The  partner  is  Gener- 
al Electric  Co.  Now  six  years  old,  the 
joint  venture  is  a  model  of  the  north- 
south  cooperation  that  supporters  of 
the  North  American  Free  Trade 
Agreement  dream  of:  GE  has  access 
to  low-cost  labor  and  Mexico's  fast- 
growing  api)liance  market.  At  the  same 
time,  Mabe  piggybacks  on  GE's  world- 
wide purchasing  clout  and  its  cutting- 
edge  technology.  "They  learn  some 
things  from  us,  and  we  learn  from 


STOVE-TOP  BURNERS  PUT  OUT  BY  A  GE-MEXICAN 
COMBINE-THE  STUFF  NAFA  BACKERS  DREAM  ABOUT 


them,"  says  President  J.J.  Dupuis. 

Mabe  also  plays  a  key  role  in  GE's 
plan  for  North  America.  In  the  past 
five  years,  Mexico  has  displaced  Asia 
as  the  most  important  source  of  mini- 
refrigerators  for  the  U.  S.  One  reason: 
Sanyo  Electric  Co.  now  ships  most  of 
the  1.1  million  minirefrigerators  im- 
ported each  year  from  a  border  as- 
sembly plant  in  Tijuana.  Mabe,  mean- 
while, has  countered  Sanyo,  gralibing 
nearly  30%  of  total  U.  S.  imports. 
LIGHT  TOUCH.  Gas  ranges,  though,  are 
Mal)e's  strongest  export.  GE  had  never 
before  manufactured  the  appliances. 
So  in  an  unusual  reversal  of  roles, 
Mabe  provided  the  knowhow,  while  the 
American  partner  weighed  in  with 
manufacturing  technology  and  produc- 
tion schemes.  The  venture  hit  pay  dirt: 
It  now  supplies  fully  one-third  of  all 


the  gas  stoves  bought 
the  U.  S. 

In  Mexico,  that's  reasc 
enough  for  bragging.  B\ 
the  same  success  is  coi 
troversial  in  the  U. 
where  the  NAFTA  deba1 
is  in  full  swing.  GE  hastei 
to  point  out  that  80% 
the  ranges'  componen 
come  fi'om  the  U.  S.,  cres 
ing  an  estimated  2,5( 
American  jobs,  equal 
those  in  Mexico.  Last  yes 
Mal)e  imported  $20  millic 
more  in  products  fi'om  tl 
U.  S.  than  it  exported,  i 
sists  Dupuis. 

GE  avoids  the  image 
being  a  foreigner  in  Me> 
CO  by  maintaining  as  ligl 
a  management  hand  as  possible.  L 
cal  Mexican  executives  report  direct 
to  GE's  appliance  chiefs  in  Louisvill 
not  to  a  GE  country  manager  in  Me? 
CO.  That  approach  allowed  Mabe  to  ti 
out  management  and  production  co 
cepts  such  as  multiskills  training  ar 
just-in-time  systems  as  quickly  as  ( 
does  at  home. 

The  new  R&D  center,  painted  in  bo 
blues  and  oranges,  stands  as  a  mon 
ment  to  GE's  big  bet  on  Mexico.  Nea 
ly  half  of  its  148  researchers  and  en^ 
neers  have  studied  at  GE's  Louisvil 
center.  Its  research  team  bristles  wi 
advanced  degrees,  and  two-thirds 
the  researchers  are  30  or  younge 
"We're  advancing  quickly  here,"  sa; 
Director  Hoyos.  It's  an  understateme 
GE  can  certainly  live  with. 

By  Geri  Smith  in  Querela 
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"How  do  my  business  processes  compare?" 


rhat's  what  we  hear  from  you.  Because  by  compar- 
ing your  processes  to  the  best  in  the  business,  you 
:an  evaluate  and  improve  your  performance  at 
3very  turn. 

So  we've  responded  with  an  exclusive  knowl- 
edge base  of  global  Best  Practices.  One  which  not 
3nly  lets  us  compare  your  processes  within  your 
Dwu  industry  but  against  the  best  companies  across 
.he  board. 

In  our  trained  hands,  it  helps  us  gain  insight 
nto  which  practices  could  best  guide  your  com- 
pany. So  we  can  bring  you  more  creative  ways  to 
lelp  you  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ng  resource  of  its  kind.  Driven  by  an  advanced 


appUcation  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
meaningful  progress — 
on  paper  and  in  practice. 

Best  Practices. 


Putting  insight  into  practice! 

Xndershm  ^' 


-51493  Arthur  Andersen  &  Co.  All  rij;hts  reserved 


Arthur  Andersen  &  Cq  SC 
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HEALTH  CARE  I 


'WE'LL 

CLINTON 


HILLARY 
HOLLAND' 


Europe's  health  plans  are  hemorrhaging.  Will  managed  care  work? 


E 


elke  van  der  Veen  is  worried.  The 
Dutch  Kovernment  wants  him  to 
help  lead  a  radical  program  to  cut 
exploding  medical  costs.  Health  officials 
have  already  unshackled  his  nonprofit 
insurance  fund,  one  of  the  largest  in  the 
Netherlands,  so  it  can  compete  for  cus- 
tomers instead  of  merely  paying  bills 
according  to  a  list  of  government-set 
l)rices.  Now,  they  want  the  Amsterdam 
health-care  executive  to  hve  on  an  annu- 
al budget,  based  on  the  number  and 
type  of  people  he  enrolls.  Soon,  they 
will  ask  him  to  bargain  with  hospitals 
and  doctors  over  prices.  But  van  der 
Veen  doe.sn't  believe  health  care  should 
l)e  left  to  the  savagery  of  the  market. 
"In  a  few  years,  I  think  we'll  need  Hil- 
lary Clinton  in  Holland,"  he  muses. 

Van  der  Veen's  concern?  It's  called 
managed  competition,  European  style. 
And  the  Netherlands,  while  furthest 
along,  is  not  the  only  country  embracing 
it.  As  in  the  U.  S.,  governments  all  over 
Europe  are  struggling  with  the  prob- 
lem of  soaring  medical  bills— and  coming 
to  the  same  conclusion:  The  way  to  hold 
down  costs  is  by  introducing  market 
forces  into  government-run  programs. 
But  as  Pi'esident  Clinton  soon  may  learn, 
policy  prescriptions  that  look  good  on 
paper  often  have  unintended  side  effects 
that  cause  traumatized  patients,  pro- 
viders, and  payers  to  stymie  reform. 
PACT  UP.  While  the  Clinton  Administra- 
tion seeks  greater  government  control 
over  what  is  mostly  a  laissez-faire  sys- 
tem, Europe  is  looking  at  ways  to  re- 
duce the  top-heavy  role  of  government. 
The  two  may  be  coming  from  opposite 
ends,  but  their  solutions  are  already  con- 
verging. "There's  a  growing  under- 
standing that  what's  needed  are  strong 
incentives  for  people  to  make  economic 
choices,"  says  Stanford  Univei'sity  health 
economist  Alain  C.  Enthoven,  one  of  the 
architects  of  managed  comi)etition,  who 
has  advised  both  the  Dutch  government 
liiid  the  Clinton  Administration.  That's  a 
bitter  pill  for  many  European  govern- 
iTV'nc.-:,  which  as  little  as  two  years  ago 
heki  tip  their  systems  as  models  of  what 
the  ;    S.  health-care  system  should  be. 


Yet  Europe  is  grappling  with  the  same 
problems  that  plague  the  U.  S.— an  aging 
poiHilation,  rising  number  of  AIDS  cases, 
and  expensive  new  medical  technology, 
all  of  which  are  driving  up  the  cost  of 
care. 

What  isn't  widely  understood  on  ei- 
ther continent  is  how  to  implement  a 
managed-competition  approach.  No 
one  has  yet  tried  it  on  a  large 
scale.  And  as  the  Nether- 
lands' experience  show 
the  olistacles  are  enor- 
mous. That  reform 
program   has  be- 
come   a  volatile 
political  issue 
among  the  nor- 
mally cooperative 
Dutch  population. 
As  a  result,  the 
changes  are  on 
hold  until  after 
elections  in  May, 
1994.  The  force  be- 
hind refomis.  Health 
Secretary   Hans  J. 
Simpson,    will  retire 
next  month  from  national 
politics. 

But  even  where  Eu- 
ropean governments 
aren't  looking  to  pure- 
ly market  solutions, 
they're  drifting  away 
from  the  social  pact 
they've  had  with  citi- 
zens for  generations: 
that  all  health-care 
needs  will  be  met 
from  cradle  to  grave. 
For  the  past  two 
years,  European  gov- 
ernments, especial- 
ly Belgium,  Britain, 
France,  and  Germany, 
have  l)een  forcing  pa- 
tients to  foot  more  of 
their  bills  through  co- 
payments,  limits  on 
doctor  visits,  and 
crackdowns  on  pay- 
ments for  such  luxu- 


ries as  govemment-paid  spa  therapy  ; 
plastic  surgery.  But  such  regulator) 
forts  haven't  done  the  trick,  and  n 
the  governments  are  looking  more 
structural  reforms,  such  as  Britai 
move  toward  increased  competit 
among  its  doctors.  "They're  all  bei 
squeezed,  and  they're  all  having  to  r* 
vent  their  health-care  systems,"  s; 
William  Wheeler,  a  health  analyst 
Andersen  Consulting. 

Even  Germany,  long  a  model  for  <i 
er  countries,  with  its  cjuasi-private  n 
work  of  "sickness  funds"  that  negoli 
prices  and  services  with  providei's, 
tightening  its  belt.  It's  seeking  to  ti 
the  $125  billion  health  budget  by  (. 
or  $7  billion,  with  $1.5  billion  of  t 
coming  from  i)rescription  drugs.  In  J. 
uary,  the 


WESTERN  EUROPE'S  ROCKY  ROAD  T(i 


Country 


Current  system 


BRITAIN  National  Health  Service,  financed  by  a  a; 

tax,  provides  universal  care,  but  it  is  inif 
and  underfunded. 

NETHERLANDS  Universal  coverage  through  regulated 
insurance  cartels,  but  a  two-tier  systen  ; 
strains  the  government  as  unemployni'i 
rolls  increase. 

GERMANY       Quasi-managed  care  system  funded  by 
employer/employee  contributions,  but 
patients  pay  little  or  nothing  out  of  poc  ■ 
and  often  overuse  system. 

SWEDEN  Decentralized  system  of  universal  cam 
by  23  regional  councils.  Patients  pay  $;€ 
a  year,  so  there  is  little  cost  awareness. 
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rernment  ordered  a  5%  reduction  in 
ascriptions  for  two  years  and  threat- 
3d  to  dock  the  pay  of  doctors  who 
3rprescribed.  The  government  also  is 
iving  away  from  reimliursing  hospi- 
s  by  the  day  and  toward  payments 
diagnoses.  Germany  hopes  that  this 
11  shorten  hospital  stays,  which  now 
srage  16.2  days— the  longest  in  any 
ropean  country. 

Despite  the  cuts,  univei-sal  health  care 
still  one  of  the  hallmarks  of  life  in 
rope,  where  doctors  in  most  coun- 
es  still  make  house  calls.  While  Eu- 
)e's  systems  vary  widely,  they  gener- 
\f  fall  into  two  categories.  One  is  a 
npulsory,  insurance-based  scheme  fi- 
iced  mainly  by  employer  and  employ- 
contributions,  as  in  France,  Germany, 
i  the  Netherlands.  German  workers 
i  their  employers,  for  example,  each 
I  as  much  as  $250  a  month  for  care, 
ler  countries  offer  a  government-run 
(gram  financed  by  payroll  taxes,  as  in 
Britain,  Italy,  Spain,  and  Swe- 


den. The  remaining  countries  use  a  com- 
bination of  the  two.  They  all  provide 
basic  benefits  to  young  and  old,  healthy 
and  sick,  regardless  of  income  or  preex- 
isting conditions. 

At  first  glance,  Europe's  health-care 
spending  may  not  seem  out  of  control:  It 
averages  8.5%  of  gross  domestic  product, 
well  below  America's  14%.  But  a  larger 
portion  of  each  country's  bill  is  shoul- 
dered l)y  the  state— eating  into  its  ability 
to  improve  education  or  fight  crime. 
Sweden's  government,  for  example,  pays 
99%  of  the  bill,  while  the  Dutch  gov- 
ernment foots  about  65%.  Washington, 
by  contrast,  pays  about  40%  of  the  na- 
tion's health  tab. 

"OUCH!"  As  European  governments 
come  to  realize  that  they  can't  be  all 
things  to  all  people,  they're  looking  at 
how  to  harness  market  forces  to  make 
hospitals,  doctors,  and  patients  aware 
of  the  true  costs  of  care— in  hopes  they'll 
change  their  hab- 
...  its.  For  ex- 


AGED  COMPETITION  SYSTEM 


Problems 


led  the  NHS  into  purchaser  and 
groups  and  lets  300  hospitals 
)  physician  groups  compete. 


NHS  reforms  are  politically  volatile.  Some 
underused  London  hospitals  have  been 
slated  to  close,  creating  an  outcry. 


most  ambitious  reform  plan, 
ig  private  insurance  with 
ent  funds.  Patients  shop  for 
which  negotiate  with  providers. 


Reforms  requiring  employers  and  employ- 
ees to  subsidize  the  less  well-off  created 
a  political  backlash  so  great  that  they 
are  on  hold  until  after  May,  1994,  elections. 


lent  aggressively  cutting  cost  of 
re  bill,  with  prescription  drugs 
3ig  hit.  Hospitals  to  be  paid  per 
per  day. 


More  cost-control  measures  may  be 
needed  as  pressures  grow  from  immigrant 
population,  growing  unemployment,  and 
a  deepening  recession. 


anting  with  several  reform  con- 
t  envision  more  patient  choice  but 
ational  financing  and  oversight. 

ISINESSWEEK 


Reform  is  hampered  by  the  lack  of 
primary-care  doctors  to  serve  as  gate- 
keepers for  more  expensive  care. 


Belgium  is  ordering  all  patients  to  have 
a  primary-care  gatekeeper  within  a  year, 
while  Italy  is  setting  per-capita  budgets 
for  each  of  21  regions.  But  as  Dutch 
politicians  are  finding  out,  shaking  up 
the  old  order  makes  everyone  cry: 
"Ouch!" 

To  trim  a  health  bill  approaching  10% 
of  GDP,  the  Dutch  government  wants  to 
transform  its  state-run  system,  which 
has  never  before  heeded  the  laws  of 
supply  and  demand.  Under  the  old  re- 
gime, the  top  40%  of  wage  earners  be- 
longed to  private,  emijloyer-provided  in- 
surance programs.  The  remaining  60%  of 
the  population,  including  low-wage  earn- 
ers and  the  unemjjloyed,  belonged  to 
nonprofit  insurers  called  sickness  funds, 
a  combination  of  America's  Medicaid  and 
Blue  Cross  plans.  Employees  and  gov- 
ernment grants  also  support  a  central 
fund  for  extraordinary  care,  including 
nursing-home  stays. 

Yet  while  private  insurance  plans  are 
running  smoothly,  sickness  funds  such 
as  the  one  managed  l)y  van  der  Veen 
are  struggling  to  provide  for  the  60% 
of  the  population  at  highest  risk— immi- 
grants, the  elderly  and  chronically  ill, 
and  Amsterdam's  huge  drug-addict  pop- 
ulation. Because  insurers  with  their  lo- 
cal monopolies  have  no  incentives  to 
cut  costs,  a  web  of  price  controls 
and  tariffs  has  sprung  up.  In  addi- 
tion, the  central  fund  for  extraordi- 
nary health  costs  such  as  nursing- 
home  care  now  eats  up  45%  of 
total  health  spending. 
UP  IN  ARMS.  The  new  Dutch  sys- 
tem eliminates  differences  be- 
tween private  insurers  and  sick- 
ness funds  and  forces  them  to 
compete  for  patients.  The  govern- 
ment has  insisted  that  neither  bene- 
fits nor  the  cjuality  of  care  will  be 
comijromised.  But  the  reforms  have  ev- 
eryone up  in  arms.  Employers  say  high- 
er premiums  to  finance  the  new  system 
will  make  them  uncompetitive.  Wage 
earners  complain  that  they,  too,  must 
pay  higher  premiums  to  further  subsi- 
dize a  growing  army  of  unemployed. 
Physicians  worry  that  treatment  deci- 
sions will  be  driven  by  economics,  and 
insurers  such  as  van  der  Veen,  many  of 
whose  clients  are  on  the  bottom  rung  of 
society,  don't  believe  they  will  get  their 
fair  share  of  the  overall  health-care  pot. 

The  problem  the  Netherlands  is  facing 
may  be  the  mirror  image  of  what  Clin- 
ton will  have  to  confront  as  he  tries  to 
make  his  health-care  plan  a  reality.  As 
different  countries  try  to  move  to  man- 
aged competition,  sacrifices  will  be  re- 
quired by  all  parties  in  the  debate.  What 
the  policymakers  are  learning  is  that 
reform  in  any  language  is  painful. 

Bii  Paula  Divyer  i)t  London,  with 
Patrick  Oster  in  Brussels  and  bureau 
reports 
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SCANDALS  I 


OTHER  THAN  A 
MILD  CENSURE  BY 
THE  NYSE,  GEORGE 
BALL  HAS  NEVER 
FACED  CHARGES 
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IS  GEORGE  BALI'S 
LUCK  RUNNING  OUT? 


The  Pru  Securities  probe  isn't  over- 


-and  execs  could  be  charged 


George  L.  Ball  has  "led  a  charmed 
life,"  says  Alan  R.  Bromberg,  a 
securities  expert  at  Southern 
Methodist  University  Law  School. 

Ball  was  president  of  E.  F.  Button  & 
Co.  from  19(i9  to  1982,  a  period  when 
the  then-major  brokerage  house  engaged 
in  a  huge  check-kiting  scheme.  The  bro- 
kerage later  pleaded 
guilty  to  mail  and  wire 
fraud.  P^rom  1982  to 
1991,  Ball  was  chief  ex- 
ecutive of  what  is  now 
Prudential  Securities 
Inc.  During  that  time, 
according  to  an  Oct.  21 
Securities  &  Exchange 
Commission  order,  the 
firm  repeatedly  failed  to 
supervise  its  employees 
properly,  most  blatant- 
ly in  allowing  them  to 
defraud  hundreds  of 
thousands  of  investors 
in  limited  partnerships. 
On  Oct.  21,  without  ;!d- 
mitting  or  denyi  ig 
wrongdoing,  Pru  Secur 
ities  agreed  to  pay  at 
least  $371  million  in 
fines  and  restitution. 


Yet,  other  than  a  slap-on-the-wrist 
censure  by  the  New  York  Stock  Ex- 
change, George  Ball  has  never  been 
charged  with  illegalities.  He  continues 
to  work  on  Wall  Street  as  a  senior  exec- 
utive vice-president  of  Smith  Barney 
Shearson  Inc.,  a  unit  of  Primerica  Corp. 
I5all  was  hired  to  recruit  brokers,  but  his 
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A  TROUBLED  TRACK  RECORD 


1 969-82  Ball  serves  as  president  of  E.F.  Hutton.  From  1 980  to  1 982, 
Hutton  conducted  a  massive  check-kiting  scheme  that  bilked  banks. 
Hutton  pleaded  guilty  to  2,000  fraud  counts  in  1985. 

1982  Ball  leaves  Hutton  to  become  CEO  of  Prudential-Bache  Securities. 

1986  Pru-Bache  is  censured  by  SEC  for  failure  to  supervise  brokers  who 
improperly  sold  risky  securities.  Firm  agrees  to  beef  up  compliance. 

1988  Ball  is  censured  by  the  New  York  Stock  Exchange  for  failing  to 
provide  adequate  supervision  while  at  Hutton. 

1991  Ball  resigns  from  renamed  Prudential  Securities  and  becomes 
senior  executive  vice-president  of  Smith  Barney.  He  steps  down  from 
Prudential  following  allegations  of  extensive  wrongdoing  involving 
$8  billion  in  limited  partnerships,  many  of  which  went  sour 


OCT.  21,  1993  Prudential  settles  wide-ranging  SEC  charges  that  it 
misled  and  defrauded  limited  partnership  investors,  without  admitting 
guilt.  It  agrees  to  pay  at  least  $371  million  in  fines  and  restitution. 
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current  role  is  uncleai-.  lie  i.--  no  Imi: 
on  the  firm's  executive  committee. 

But  now,  Ball  may  be  facing  a  v 
different  atmosphere.  The  sec  is  cn 
ing  down  on  top  brokerage  officials  \ 
failed  to  supervise  underlings  prope 
While  declining  to  comment  about 
Prudential  case,  SEC  Commissioner  M 
L.  Schapiro  says  in  general,  the  age 
"will  go  right  up  the  line"  to  the  n 
senior  executives. 

Ball  has  not  been  named  by  the 
in  charges  against  Pru  Securities.  S 
uel  A.  Keesal,  Ball's  attorney,  says:  ' 
can  only  say  that  George  had  no  kn( 
edge  or  understanding  of  any  wronj 
ing,  if  in  fact  it  occurred."  Ball,  wh 
on  a  bicycle  trip  in  France,  could 
l)e  reached  for  comment. 

In  the  SEC's  Oct.  21  order  aga 
Prudential  details  violations  by  the  f 
it  discusses  potentia 
curities-law  violat: 
by  unnamed  individi 
William  R.  McLu 
the  SEC  chief  of  enfc 
ment,  says  the  Pru 
curities  investigatio 
still  going  on,  but 
won't  say  whether 
ecutives  will  be  tar 
ed.  Less  circumspei 
Wayne  Klein,  the 
ho  securities  com 
sioner,  who  heade 
task  force  of  state 
ulators  that  assisted 
SEC's  Prudential  inv 
gation.  "I  expect  st 
will  take  action  agj 
individuals,"  he  say 
One  Prudential  e 
utive  identified  by 
in  the  SEC  order  is 


m's  general  counsel  since  1982,  Loren 
hei-hter.  Ball  recruited  Schechter  from 
itton  in  1982,  where  Schechter  was 
puty  legal  counsel.  Schechter,  who  the 
;t.  21  order  says  has  been  responsible 

•  the  firm's  compliance  since  at  least 
¥},  was  Piu  Securities'  top  legal  officer 
ring  Ball's  tenure.  Despite  the  raised 
ebrows  of  at  least  one  regulator, 
hechter  was  the  firm's  key  negotia- 

•  on  the  $371  million  settlement, 
hechter  has  not  been  named  in  any 
2  charge.  He  declined  to  respond  to 
itten  questions. 

Hardwick  Simmons,  Pru  Securities' 
ef  executive,  strongly  defends  Schech- 
■  and  says  he  does  not  believe  Schech- 

•  will  be  charged  with  wrongdoing, 
the  SEC  felt  he  had  not  done  the  job, 
wouldn't  be  a  credible  negotiator," 

Ts  Simmons.  Although  Simmons  won't 
ne  names,  he  says:  "The  people  who 
1  real  responsibility  are  all  gone." 
Ball's  possible  involvement  with  the 
indals  at  Hutton  and  Prudential  has 
;g  been  a  matter  of  speculation  on 
ill  Street.  Documents,  including  a 
mo  written  by  Ball,  as  well  as  testi- 
fy in  the  case,  indicate  that  Ball  and 
ler  Hutton  senior  executives  exhorted 
mch  managers  to  participate  in  what 
ounted  to  an  elaborate  check-over- 
ifting  scheme  that  bilked  banks  out  of 
lions  of  dollars.  Hutton  pleaded  guilty 
more  than  2,000  felony  counts  in  1985. 
il,  who  argued  later  that  he  was  not 
ectly  responsible  for  cash  manage- 
nt,  was  censured  by  the  New  York 
)ck  Exchange  in  1988. 
^legulatory  problems  followed  Ball  to 
idential  Securities.  During  his  ten- 
!  as  CEO,  the  firm  repeatedly  ignored 
ious  compliance  violations.  In  1986, 
!  SEC  alleged  that  Prudential  brokers 
Atlanta  failed  to  disclose  important 
ts  about  a  seafood  outfit  called  Cap- 
1  Crab  Inc.  and  had  tunneled  money 
.  of  customers'  accounts.  The  sec  said 
!  case  showed  a  pervasive  weakness 
the  firm  in  supervising  employees. 
B  Oct.  21  sec  order  says  the  Captain 
lb  action  "was  the  fifth  time  since 
18,  1982,  that  the  sec  found  Pruden- 
1  and  its  predecessor  firm  to  have 
ed  in  their  supervisory  responsibil- 
is."  The  order  also  outlines  several 
tances  where  Pru  "senior  executives" 
re  informed  about  compliance  prob- 
is  and  possible  violations  of  secur- 
s  laws  by  brokers  but  did  nothing, 
.n  settling  the  Captain  Crab  case,  Pi'u- 
itiai  accepted  a  censure  and  agi'eed  to 
ommendations  of  an  outside  consul- 
it  to  beef  up  its  compliance  proce- 
'es.  And  it  made  clear  that  Schechter 
s  responsible  for  the  firm's  compli- 
:e.  "Schechter  made  representations 
t  the  firm  had  gotten  rid  of  incompe- 
t  people  who  were  involved  and  that 
y  were  cleaning  things  up.  That  obvi- 


TRYING  TO  HEAL 
PRU'S  BLACK  EYE 


When  Hardwick  Simmons 
signed  on  as  chief  executive 
of  Prudential  Securities  Inc. 
in  May,  1991,  he  ran  into  lots  more 
trouble  than  he  bargained  for.  Sim- 
mons initially  believed  that  the  firm's 
liabilities  for  the  limited  partnei'ships  it 
sold  in  the  1980s  would  be  less  than 
$50  million.  But  to  double-check,  he 
asked  a  trusted  lieutenant  to  look  at 
the  numbers.  To  his  amazement,  the 
estimate  came  in  at  several  hundred 
million  dollars. 

Today,  Simmons  has  gotten  used  to 
the  size  of  the  hit.  And  he  is  extreme- 
ly upbeat  about  the  Oct.  21  settle- 
ment. With  the  matter  in  the  news 
for  the  past  two-and-a-half  years,  Sim- 
mons believes  that  the  worst  is  over 
and  that  customers  have  accepted  the 
idea  that  the  firm  has  been  cleaned 
up:  "It's  one  last  punch.  The  eye  al- 
ready got  blackened." 


Simmons'  first  priority  was  making 
sure  that  the  states  allowed  Pru  Se- 
curities to  stay  in  business.  "This  re- 
moves the  threat  to  our  licenses. 
That's  terrilily  important,"  he  says. 
ABOVE  AVERAGE.  Simmons  points  to 
the  firm's  strong  earnings,  which  were 
$61  million  in  the  third  quarter  be- 
fore taxes  and  reserves.  Assets  un- 
der management  increased  from  $14 
billion  on  Sept.  30,  1992,  to  $21  bil- 
lion a  year  utter.  Mutual-fund  sales 
were  12%  above  the  industry  aver- 
age, says  Simmons.  And  lenders  and 
institutional  investors  have  stayed 
loyal.  "The  business  isn't  showing 


any  signs  of  weakening,"  he  says. 

Analysts  think  that  having  to  make 
such  a  huge  reimbursement  to  inves- 
tors for  their  losses  will  hurt  the  firm's 
image.  "Your  reputation  takes  a  bit  of 
a  hit,"  says  Chester  Murray,  associate 
director  at  Moody's  Investors  Services. 
"But  from  a  financial  perspective,  they 
can  certainly  deal  with  this." 
LITTLE  CHOICE.  The  brokerage's  saving 
grace  is  that  it  is  owned  by  Prudential 
Insurance  Co.  of  America,  which  has 
some  $11  billion  in  capital  and  took  in 
$35  billion  in  revenues  in  1992.  When 
Drexel  Burnham  Lambert  Inc.  pleaded 
guilty  to  fraud  charges  in  1989,  it  soon 
slipped  into  bankruptcy  after  its  bank 
financing  dried  up.  Prudential  Insur- 
ance felt  it  had  little  choice  but  to 
stand  l^ehind  its  subsidiary.  "If  the  Pru 
were  ever  to  step  back  from  a  claim  it 
owed,"  Simmons  says,  that  could 
undermine  its  entire  business. 

But  Simmons  con- 
cedes that  the 
firm  hasn't  exactly 
emerged  unscathed. 
He  estimates  that 
Pru  Securities  has  to 
set  aside  $1  dollar  in 
reserves  for  every 
dollar  it  makes  to  pay 
for  its  limited-partner- 
ship liabilities.  And 
he  concedes  that  "it's 
harder  for  financial 
advisers  to  get  new 
accounts,"  since  they 
have  to  battle  the 
firm's  sullied  image. 
"It  feeds  the  fi-enzy  of 
competitors  who  will 
Xerox  articles  and 
send  them  to  our  cus- 
tomers," he  says.  In 
July,  brokers  were 
opening  30,000  new 
accounts  a  month.  That  number 
dropped  to  21,000  in  September. 

Another  problem  is  that  cuiTent  Pi'u 
Securities  customers  who  still  own  lim- 
ited partnerships  and  want  their  share 
of  the  settlement  money  will  have  to 
file  a  complaint  against  their  longtime 
brokers.  Because  of  turnover  among 
brokers  and  customer  flight,  only  12% 
of  the  firm's  clients  still  own  limited 
partnerships.  But  "it  creates  an  awk- 
ward moment,"  says  Simmons.  For 
Simmons,  it  has  been  two-and-a-half 
years  of  awkward  moments— an-: 
counting. 

By  Leali  Nathans  Spiro  in  New  York 
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ously  didn't  happen,"  says 
Jared  L.  Kopel,  a  former 
SEC  enforcement  officer 
who  was  involved  in  the 
case.  Kopel  is  now  a  de- 
fense attorney  on  the 
West  Coast.  Simmons 
again  defends  Schechter 
and  says  he  brought  the 
compliance  problems  to 
the  attention  of  his  then 
superiors. 

One  illuminating  epi- 
sode involves  a  Dallas  Pru  Securities 
broker  named  J.  Frederic  Storaska,  one 
of  the  firm's  top  producers.  The  SEC's  re- 
cent order  alleges  that  an  unnamed  Dal- 
las broker— who  sources  say  was  Sto- 
raska—operated  a  Prudential-Bache 
Securities  Inc.  office  in  Dallas  virtually 
unsupervised.  By  1989,  Storaska  was 
the  target  of  numerous  customer  com- 
plaints accusing  him  of  unauthorized 
trades.  The  sec  order  says  his  "disre- 
gard for  firm  policies  and  procedures, 
as  well  as  the  existence  of  10  customer 
complaints,  were  brought  to  the  atten- 
tion of  senior  management  as  the  result 
of  an  examination  by  the  New  York 
Stock  Exchange."  The  sec,  though,  says 
Storaska  "was  never  formally  disciplined 
or  fined."  He  left  Pru  Securities  in  1992. 
GLOWING  MEMO.  Storaska  worked  for 
Ball  for  years,  according  to  arbitration 
claim  filings  in  Dallas.  He  worked  at 
Hutton  when  Ball  was  president.  Ball 
recruited  him  for  the  Dallas  office  in 
1984.  According  to  the  SEC  order,  Storas- 
ka told  customers  and  Pru-Bache  super- 
iors that  he  "reported  directly  to  the 
firm's  chief  executive."  Whenever  Storas- 
ka was  threatened  with  disciplinary  ac- 
tion, he  invoked  Ball's  name,  according 
to  Dallas  arbitration  records.  Storaska 
claimed  his  employment  agreement  was 
with  Ball  alone.  Investors'  attorney  Tra- 
cy Pride  Stoneman  says  arbitration 
records  support  Storaska's  claim.  In 
1990,  a  Pru  Securities  compliance  audit 
recommended  that  Storaska's  office  be 
disbanded.  But  the  SEC  order  says  "sen- 
ior management"  countermanded  the 
move.  Stoneman  says  there  is  evidence 
that  Ball  protected  Storaska,  but  she 
declined  further  comment.  Ball  is  named 
in  at  least  nine  investors'  arbitration 
claims  for  failing  to  supervise  Storaska. 

Ball  is  fighting  the  charges.  Keesal, 
Ball's  lawyer,  says:  "When  Frederic  Sto- 
raska was  hired,  he  appeared  to  be  ex- 
ceptionally capable  and  exceptionally  suc- 
cessful with  no  significant  problems  in  his 
past.  And  I'm  hopeful  that  will  be  dem- 
onstrated in  the  pending  litigation." 
Storaska's  attorney,  Dennis  J.  Bloch,  says 
his  client  did  none  of  the  things  suggest- 
ed in  the  SEC  order,  that  the  allegations 
are  untrue,  and  that  the  SEC  has  not 


IVIANYOFTHE 

WORST  ALLEGED 
ABUSES  OCCURRED 
AFTER  PRU  WAS 
SUPPOSED  TO 
HAVE  REFORMED 


even  talked  to  Storaska. 

Ball  was  also  close  to 
another  big  producer  at 
Pru-Bache:  James  Darr, 
who  ran  it's  limited-part- 
nership operation.  When 
Darr  left  during  a  1988 
internal  investigation  of 
his  business  practices.  Ball 
wrote  a  glowing  memo  to 
employees.  "We  are  deep- 
ly grateful  to  Jim.  Our  di- 
rect investment  group  is 
the  finest  in  the  field.  Jim  started  it, 
nurtured  it,  expanded  it,  and  led  it." 

The  firm's  limited-partnership  abus- 
es raise  substantial  doubt  about  its  com- 
pliance procedures.  Although  the  alleged- 
ly fi-audulent  sale  of  limited  partnerships 
began  before  the  Captain  Crab  settle- 
ment, much  of  the  most  egregious  al- 
leged wrongdoing  occurred  from  1986 
to  1988,  after  Pru-Bache  was  supposed 
to  have  instituted  reforms. 

The  SEC's  McLucas  won't  comment 
directly  about  who  was  responsible  for 
the  firm's  apparent  failure  to  enforce 


the  1986  order.  But  he  does  say:  "Theo 
retically,  the  top  guy— chairman  an< 
CEO— could  be  viewed  as  responsible  fo 
carrying  out  an  [SEC]  order." 

Two  recent  SEC  cases  show  the  agen 
cy's  growing  willingness  to  discipline  toj 
executives.  Last  December,  the  SEi 
reached  settlements  with  three  forme 
Salomon  Inc.  executives  in  the  after 
math  of  Ti-easury-bond  trading  scanda 
Ex-Chairman  John  H.  Gutfreund  wa 
fined  $100,000  and  agreed  not  to  run 
securities  firm  without  SEC  permissior 
The  SEC  also  censured  Frederick  H.  Jc 
seph,  Drexel  Burnham  Lambert's  CEf 
for  failing  to  respond  to  red  flags  tha 
should  have  alerted  him  to  illegal  acti\ 
ities  by  Drexel's  junk  czar,  Michael  E 
Milken.  Joseph  was  banned  from  eve 
running  a  securities  firm  again. 

Whether  Ball  knew  about  systemi 
wrongdoing  at  Hutton  and  Pru  Secui 
ities  during  his  tenure  remains  uncleai 
But  if  he  didn't  know,  he  certainl 
should  have. 

By  Michael  Schroeder  in  Washingto 
and  Leah  Nathans  Spiro  in  New  York 


MONEY  MANAGERS  I 


THE  CERTAIN  VICTOR 
IN  THE  PARAMOUNT  WAR 


Capital  Group's  Gordon  Crawford  will  win  no  matter  who  prevails 


Ti 


I  he  wall  of  photographs  makes  it 
clear:  Gordon  Crawford  is  a  player. 
Interspersed  among  the  numerous 
family  photos  blanketing  the  walls  of 
his  downtown  Los  Angeles  office  are 
shots  of  a  smiling  Crawford  arm  in  arm 
with  entertainment  dealmaker  Herbert 
A.  Allen.  There's  Crawford  with  long- 
time friend  and  Warner  Brothers  Presi- 
dent Terry  Semel.  And  over  there  is 
Crawford,  clad  in  fishing  attire,  alongside 
buddy  Ted  Turner  and  wife  Jane  Fonda, 
during  one  of  his  annual  trips  to  Turn- 
er's Montana  ranch  for  a  week  of 
fly-fishing. 

Unknown  to  many  outside  the 
tightly  knit  circle  of  entertain- 
ment-industry potentates,  the  lovv'- 
profile,  soft-spoken  Crawford  is  a 
key  figure  in  the  hottest  takeover 
battle  in  years.  As  entertainment, 
cable,  and  cellular-communications 
analyst  for  Capital  Group  Cos.,  the 
Los  Angeles-based  investment 
management  and  mutual-fund  gi- 
ant, the  46-year-old  Crawford 
holds  sway  over  10  million  shares 
of  Paramount  Communications 


Inc.,  roughly  8%  of  the  stock.  Indeec 
Capital  Group  is  Paramount's  largest  ii 
stitutional  shareholder  and  could  hav 
a  major  impact  on  whether  Viacom  In 
or  QVC  Network  Inc.  wins  control  of  Pa 
amount. 

The  bidders  are  lobbying  hard.  Crav 
ford  speaks  at  least  once  a  week  wit 
Viacom  Chairman  Sumner  M.  Redston 
and  even  more  frequently  with  QV 
Chairman  Barry  Diller.  And  it's  not  th 
first  time  Crawford  has  been  in  th 
thick  of  a  takeover  brawl,  either.  I 


CRAWrORD'STOP  FIVE 
MEDIA  TREASURES 


Company 

Shares    Value  %  of  shares 
Million    Billion  outstanding 

TIME  WARNER 

35  $1,536 

9.0% 

NEWS  CORP.' 

20  1.205 

8.0 

TELE-COMMUNICATIONS"  32  0.948 

3.8 

PARAMOUNT  COMM. 

10  0.776 

8.0 

WALT  DISNEY 

12  0.498 

2.3 

'American  Depository  Receipts  "Class  A  Shares      DATA:  aPITAl  GROUP  INC. 
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and  Carolco  Pictiu-es  Corp.  were  Ijig  los- 
ers. His  big  stake  in  Time  Warner  Inc. 
has  been  a  laggard.  Even  Crawiord  ad- 
mits he  erred  by  selling  millions  of 
shares  in  McCaw  Cellular  Communica- 
tions Inc.  a  few  weeks  before  the  an- 
noimcement  of  its  deal  with  American 
Telephone  &  Telegraph  Co.  "We  left  a 
lot  of  money  on  the  table  on  that  one." 
he  laments. 

Still,  many  money  managers  have 
deep  pockets  and  en\iable  track  records 
but  don't  have  the  entree  to  industry 
heaN-^-weights  that  Crawford  does.  Mo\ie 


Married  tor  27  years.  Crawford  i? 
homebody  who  is  more  likely  to 
found  coaching  his  niece's  soccer  tear 
than  making  the  Hollj^vood  party  seen* 

^\Tiile  scoring  some  huge  succes; 
,at  the  office.  Crawford  has  experience 
tragedy  at  home.  In  April.  21-year-ol 
Brett  Crawford,  one  of  his  two  sons,  fe 
into  a  gorge  during  a  hiking  expeditio 
in  Taiwan.  Crawford's  friends  came  t 
his  aid— Ted  Tmner  offered  to  press  th 
Taiwanese  army  to  join  the  search  ro 
Brett,  while  superagent  Michael  0\it 
made  calls  to  Washington  pohticians  t 


1989.  Crawford  openly  backed  Warner 
Communications  Inc.  over  Paramount  in 
the  fight  for  Time  Inc.— which  Warner 
ultimately  won. 

This  time,  if  Crawford  has  a  favor- 
ite, he's  keeping  it  to  himself.  He  says 
he's  only  interested  in  the  highest  bid. 
"At  the  end  of  the  day,  the  guy  who 
puts  up  the  most  cash  is  going  to  win," 
says  Crawford.  Indeed,  the  Paramount 
battle  has  already  made  Crawford's  cli- 
ents and  mutual-fund  shareholders  a 
bundle.  His  Paramount  stake,  amassed 
since  1985  for  an  estimated  S400  mil- 
lion, is  now  worth  S808  mil- 
lion, and  the  bidding  isn't 
o\'er. 

BIGGEST  COUP.  Xo  doubt,  a 
lot  of  Crawford's  clout 
comes  from  his  firm's  deep 
pockets.  Managing  more 
than  S125  billion  in  mutual- 
fund  and  pension-fund  as- 
sets. Capital  Group,  one  of 
the  nation's  largest  invest- 
ment managers,  has  accu- 
mulated hefty  stakes  in 
just  about  e\-ery  major 
publicly  ow-ned  entertain- 
ment, cable,  and  cellular- 
communications  company 
(tablet,  including  both  ri- 
vals in  the  Paramount 
fight.  And  Crawford  not 
only  directs  much  of  his 
firm's  o\'erall  media  invest- 
ments but  under  an  uncon- 
^'entional  team-management 
system  at  Capital  Group, 
he  also  runs  portions  of 


several  ot  the  companv  s 

„   ^      .  ,  ,     ~  KEY  CABLE  PLAYER:  CRAWFORD  HAS  STAKES  IN  TURNER,  GAYLORD,  CABLEVISION,  JONES,  AND  COMCAST 

mutual   tunds,    such    as   ;  .  .  -   _ 

AMCAP  Fund.  Fundamental  Investor 


and  Growth  Ftmd  of  America.  Together, 
the  various  pieces  of  the  funds  he  over- 
sees total  about  84  billion  in  assets. 

The  Paramount  buyout  is  sweet,  but 
it's  not  Crawford's  biggest  plum.  His 
all-time  hit  was  the  38%  stake  he  bought 
in  Liberty  Media  Corp.  in  1991.  when 
the  cable-programming  company  was 
spun  off  from  Tele-Communications  Inc. 
Wall  Street  was  slow  to  appreciate  Lib- 
erty's valuable  assets.  Crawford  paid 
S1.25  for  shares  that  will  fetch  about 
S35  each  if  Bell  Atlantic  Corp.  gets  the 
regulatorj"  go-ahead  to  acquire  Tele-Com- 
munications. "That  was  i  

the  coup  of  all  time."  says  ^ 
Donaldson,  Lufkin  &  Jen- 
rette  Securities  Coi-p.  ana- 
lyst Dennis  H.  Leibowitz. 

Crawford  has  had  his 
turkeys  as  well.  Caught 
up  in  the  1980s'  binge  of 
independent  film  startups, 
his  investments  in  Ima- 
gine Films  Entertainment 


k-RAWFORD  HAS 
ALSO  MADE  BAD 
CALLS:  HE  SOLD 
A/cCAW  SHARES 
WEEKS  BEFORE 
THE  AT&T  DEAL 


moguls  value  his  insights  into  their  btisi- 
ness  so  much  that  they  often  seek  his 
counsel.  Former  Colimibia  Pictures  En- 
tertainment Inc.  executives  Victor  A. 
Kaufman  and  Lewis  J.  Korman,  for  ex- 
ample, came  calling  before  they  created 
Savoy  Pictiu"es  Entertainment  Inc.  in 
early  1992.  Over  dinner  at  the  Beverly 
Hills  Hotel,  they  sought  his  ad\ice  on 
the  planned  capital  structure  of  the  film 
company  and  on  whether  the  timing  was 
right  for  a  new  production  company  at 
all.  "E\"ery  time  we've  done  a  financing 
of  some  sort  for  Savoy,  w-e'\e  called 
Gordie."  says  Enrique  F.  Senior,  man- 

 !  aging  director  of  Allen  & 

I  Co.  and  Savon's  invest- 
ment banker. 

For  all  his  glitzj"  con- 
nections, Crawford  is  de- 
cidedly un-Hollywood. 
Raised  in  Greenwich. 
Conn.,  Crawford  joined 
Capital  Group  in  1971  af- 
ter earning  an  MBA  at  the 
L'nix'ersitv   of  Virginia. 


keep  the  seai'ch  a  top  priority.  Brett 
body  w  as  never  reco\"ered,  and  he 
prestuned  dead.  "It's  been  a  bittersw« 
year."  Crawt'ord  says  quietly,  adding  the 
the  outpotiring  of  support  from  frienc 
and  family  is  helping  him  through 
very  slow  recovery." 

There  has  been  plenty  to  keep  Crav 
ford  btisy  at  work.  Entertainment,  cabl 
tele\ision.  and  telecommimications  con 
panies  are  all  trying  to  prime  then 
selves  for  the  multimedia  age— and  it 
Crawford's  job  to  figure  out  how  t 
make  money  from  that.  He  has  Capit; 
Group  weU-positioned  in  such  key  con 
panies  as  Turner  Broadcasting  Systen 
Gay  lord  Entertainment.  Cable\ision  Sy 
tems,  Jones  Intercable.  and  Corneas 
"It's  like  musical  chairs."  says  Crawfor 
of  the  cable  business.  "The  telephor 
companies  are  circling  these  remainin 
chairs,  and  it's  getting  late."  With  maj( 
stakes  in  just  about  every  chair  oi 
there.  Crawford  is  likely  to  come  otit 
winner  whenever  the  music  stops. 

By  Amy  Barrett  in  Los  Angtl 
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United  Airlines 
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Where  time  confo 
toyour  wishes! 


With  our  newly  redesigned  International  Firsit  Class 
service,  time  is  indeed  what  you  make  it. 

Because  now  you  have  the  option  of  designing 
your  own  flight  experience.  Indicating  whether  you 
prefer  full  meals  or  light  repasts,  determining  the  time 
you  wish  to  wake,  even  the  pace  at  which  you  dine. 

After  all,  we  want  you  to  have  proper  time  to;, 
savor  Beluga  caviar,  Dom  Perignon  Champagne  and 
the  many  other  refinements  of  our  renowned 
International  First  Class  service. 
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Commentary/by  Kelley  Holland 


ONCE  AGAIN,  BANKS  ARE  LEAVING  INVESTORS  IN  THE  DARK 


B 


anks  have  a  checkered  history 
when  it  comes  to  new  ventures. 
From  less-developed-country 
loans  in  the  1970s  to  commercial  real 
estate  and  leveraged-buyout  loans  in 
the  late  1980s,  banks  have  chased  one 
another  into  seemingly  profitable  new 
areas  only  to  find  themselves  often  hit 
with  big  losses. 

Today,  one  hot  activity  for  many 
banks  is  trading  in  derivatives.  Deriv- 
atives are  contracts  that  are  linked  to 
such  things  as  interest  rates,  foreign- 
exchange  rates,  commodity 
prices,  and  market  indexes, 
whose  values  vary  over 
time.  Often,  companies  swap 
streams  of  payments  with 
one  another  to  modify  their 
exposure  to  these  variables. 
These  days,  many  financial 
and  industrial  companies 
use  derivatives  routinely, 
which  is  giving  lots  of  new 
business  to  banks  that  sell 
derivatives  contracts.  Some 
individual  major  banks  have 
derivatives  tied  to  several 
hundred  billion  dollars  in 
assets. 

That  may  seem  fine.  But 
imfortunately,  under  today's 
accounting  and  disclosure 
rules,  it's  almost  impossible 
for  outsiders  to  get  any- 
thing but  the  sketchiest  pic- 
ture of  a  given  bank's  de- 
rivative activities.  One 
example:  Citicorp's  1992  an- 
nual report.  Citi  actually 
provides  more  details  on  its 
derivatives  than  many 
banks  do.  But  almost  the  only  statistics 
it  publishes  are  the  aggregate  amount 
of  the  principal  underlying  its  deriva- 
tives and  the  associated  "credit  risk,"  or 
the  amount  the  bank  would  have  to 
pay  to  replace  its  derivatives  contracts 
if  they  were  suddenly  terminated. 
That's  hardly  enough  to  allow  the  aver- 
age investor  or  coq^orate  financial  offi- 
cer to  get  a  handle  on  Citi's  deriva- 
tives business. 

NEED  TO  KNOW.  Why  should  banks  tell 
more?  Plenty  of  reasons.  One  is  po- 
tentially huge  risks.  Derivatives  mar- 
kets have  occasionally  been  shaken  by 
sudden  rate  shifts.  For  example.  Showa 
Shell,  a  Royal  Dutch/Shell  Groi.o  affil- 
iate, earlier  this  year  declared  an  unre- 


alized loss  of  more  than  $1  billion  fi'om 
a  currency  hedge.  Joe  Kolman,  editor 
of  newsletter  Derivatives  Strategy  & 
Tactics,  says  the  extent  of  the  loss 
"was  not  known  even  to  the  people  at 
Showa."  Citi,  Bankers  Trust  New  York, 
and  J.  P.  Morgan  found  themselves 
with  a  credit  risk  approaching  $114 
million  from  swaps  contracts  when  Mu- 
tual Benefit  Life  Insurance  Co.,  a  New 
Jersey  insurer,  failed  in  1991. 

The  International  Swaps  &  Deriva- 
tives Assn.,  the  trade  group  for  de- 


OUT  IN  THE  OPEN 


Bank  financial  statements  disclose  only  limited 
information  on  derivatives.  Investors  and  corporate 
financial  officers  need  more. 

CREDIT  RISK 

Creditv/orthiness  of  parties  on  the  other  side  of  swaps  and 
derivatives  deals;  duration  of  bank's  credit  exposures. 

MARKET  RISK 

The  extent  of  market  vol- 
atility banks  are  willing  to 
accept.  Sudden  changes 
in  currency  values  and 
interest  rates  can  greatly 
affect  derivatives. 

MANAGEMENT 

How  they  operate  their 
derivatives  business, 
including  training,  controls 
and  credit  standards. 
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rivatives  dealers,  says  defaults  on 
swaps  represent  less  than  0.5%  of  the 
market  value  of  all  contracts  outstand- 
ing. But  investors  are  still  in  the  dark 
al)out  credit  standards  used  by  indi- 
vidual banks  and  the  degree  to  which 
they  might  suffer  fi'om  rapid  changes 
in  market  rates.  Using  an  extreme  ex- 
ample, David  S.  Berry,  director  of  re- 
search at  Keefe,  Bruyette  &  Woods 
Inc.,  says:  "My  sense  is,  there  are 
some  pretty  plain-vanilla  things  peo- 
ple do,  but  long-teiTn  amortizing  swaps 
linking  oil  prices  to  gold  are  different." 

The  portfolios  of  some  banks  are 
large.  Citibank's  credit  exposiu-e  is  now 
at  least  86%  of  its  equity,  Morgan's  is 
141%,  and  Bankers  Trust's  is  213%. 


Some  useful  changes  are  afoot.  Th( 
Group  of  Thirty,  whose  members  ar( 
bankers  and  finance  experts,  is  recom 
mending  more  numerical  informatioi 
and  substantially  more  discussion  o 
banks'  approach  to  managing  thei 
derivatives  businesses.  The  Financia 
Accounting  Standards  Board  has  boost 
ed  requirements  on  accounting  for  de 
rivatives,  and  the  International  Ac 
counting  Standards  Committee, 
group  of  accounting  professionals,  i 
also  developing  recommendations  I'o 
more  comprehensive  account 
ing  standards.  Legislator 
are  looking  at  derivatives 
too:  The  House  Ban'Kini 
Committee  held  hearings  o 
derivatives  during  the  wee 
of  Oct.  25. 

QUALITY  COUNTS.  Still,  mor 
needs  to  happen— now.  Whil 
the  G-30's  recommendation 
are  a  good  start,  banks  ar 
under  no  obligation  to  follo^ 
them.  For  investors  to  bt 
come  comfortable  with  th 
industry's  use  of  derivatives 
regulators  should  requir 
bank  financial  statements  t 
detail  the  credit  quality  c 
their  derivatives.  Citi  pre 
vides  details  on  region  an' 
size  of  loans  for  its  commei 
cial  real  estate  loan  portfolio 
banks'  derivatives  portfolio 
should  be  described  in  th 
same  detail. 

Bank  reports  should  als 
explain  how  they  use  derivj 
tives  to  guard  against  chan^ 
es  in  market  rates  as  we 
as  what  degree  of  rate  swings  the 
can  tolerate.  And  dealers  should  dii 
cuss  how  they  manage  their  derivi 
tives  business— what  internal  control 
they  use  and  what  steps  they  take  t 
insure  that  top  management  reall 
understands  what's  going  on. 

Banks  became  a  lot  more  forthcon 
ing  about  their  real  estate  loans  afte 
they  got  into  trouble.  Why  wait?  The 
should  come  clean  about  their  derivi 
tives  operations  before  big  troublt 
start.  Maybe  more  disclosure  woul 
stop  problems  from  developing  in  th 
first  place. 

Holland  is  BUSINESS  WEEK'S  Money  < 
Banking  Editor.  J 
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"Its  my  job  to  buy  copiers. 
I  have  to  make  the  right  decision!' 


When  buying  high-volume 
copiers  for  your  company, 
you  have  to  make  the  right  decision 
the  first  time. 

That's  why  we're  proud  to 
offer  The  Corporate  Line  of  highly 
productive  high-volume  copying 
systems— copiers  uniquely  created 
for  the  demands  of  companies 
like  yours. 

The  Corporate  Line,  featurmg  the  NP  6060,  N 
and  the  new  NP  9850  copier-duplicator,  offers  a  full 


THE  CORPORATE  LINE 


of  advanced  high-volume  copying 
systems  designed  to  maximize  pro- 
ductivity and  uptime.  The  Corpo- 
rate Line  also  features  sophisticated 
document  handling  and  finishing 
capabilities  for  complete  stapled  sets 
at  the  touch  of  a  button. 

The  Corporate  Line  from 
Canon.  For  eleven  years,  America's 
#1  copier  company  And  now  the 


P  9800  new  power  m  high-volume  copying.  To  find  out  why  we're 
range      the  right  decision  for  you,  call  1-800-OK-CANON. 
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WorldCup  94™ 
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MARKETS  &  INVESTMENTS  I 


TWILIGHT  OF 
THE  SHORTS 


A  three-year  malaise  has  forced  many  to  shift  strategies 


Shoct-.sellers,  who  bet  on  stocks  de- 
flining,  are  used  to  getting  less 
respect  than  Rodney  Dangerfield. 
But  sliort-sellers  don't  mind  being  de- 
spised—it's losing  money  they  really 
hate.  And  foi"  three  straight  years,  many 
shorts  have  seen  the  red  ink  flow  like 
Niagara.  With  the  stock  market  hitting 
all-time  highs  and  small  stocks  in  partic- 
ular on  the  march,  short-sellers  have 
seen  their  portfolios  decline  by  an  aver- 
age of  4%  through  Sept.  30,  vs.  a  5.3% 
gain  in  the  Standard  &  Poor's  500-stock 
index,  with  some  shorts  realiz- 
ing declines  of  as  much  as  42%. 

It's  not  just  a  temporary  set- 
l)ack  hut  rather  a  sign  of  extend- 
ed malaise  for  an  institution— 
the  short-only  investment 
fund— that  saw  its  heyday  in  the 
1980s.  And  the  shorts  have  ac- 
knowledged their  woes  them- 
selves, with  many  of  them  now 
buying  stocks  as  well  as  selling 
them  short.  What  went  wrong? 

For  one  thing,  a  numi)er  of 
short-.sellers  bet  heavily  on  banks 
and  real  estate  plays  that  went 
due  north  beginning  in  1991.  And 
right  now,  the  ujward  price  mo- 
mentum of  a  long  list  of  heavily 
shorted  stocks,  most  notably 
Snapple  Beverage,  Lone  Star 
Steakhouse,  Starbucks,  and  such 
gambling  plays  as  Casino  Magic, 
is  surprisingly  strong.  "Since  the 
gulf  wai%  the  winning  strategy 
has  been  momentimi  investing"— a  gam- 
ble on  further  price  increases,  observes 
Michael  Mui'phy,  editor  of  the  (Jver- 
priced  Stock  Service  newsletter,  which 
recommends  shoil  positions.  Moreover, 
the  shorts  largely  ignored  the  No.  1  in- 
vestment theme  of  the  1990s— low  inter- 
est rates  as  the  prime  mover  behind 
stock  prices. 

FLAWED  AND  FRAUD.  The  bleak  outlook 
for  the  shorts  is  a  far  cry  from  the 
1980s,  when  short-selling  came  into  its 
own  as  an  investment  technicjue.  In  the- 
ory, at  least,  shorts  can  make  plenty  of 
money  even  in  a  bull  market.  They  tar- 
get weak  or  even  fraudulent  companies, 
often  after  hackbreaking  I'esearch.  From 
1985  through  1990,  shorts  enjoyed  gains 
of  25%  a  year,  says  Harry  Strunk,  a 


Palm  Beach  (Fla.)  investment  consultant 
who  tracks  short-sellers. 

Many  shorts  have  reacted  to  the 
bleakness  of  the  bull  market  by  resort- 
ing to  the  old  credo  "If  you  can't  beat 
'em,  join  'em."  The  once-mighty  Fesh- 
l)ach  l)rothers  of  Menio  Pai'k,  Calif.,  took 
devastating  hits  in  the  past  three  years, 
driving  the  $1  billion  fund  they  had  un- 
der management  to  just  $250  million  by 
last  summer.  Sources  in  the  short  biz 
say  the  Feshbachs  holdings  now  total  a 
mere  $100  million.  Most  of  that  is  in  a 


of  boxing  and  other  hedging  strategi 
and  not  a  straightforward  wager  th 
the  stocks  will  di'op.  Shorts  nowada 
are  keeping  a  low  profile,  with  Murpl 
among  the  few  diehards  still  willing 
list  the  stocks  he  loves  to  hate.  Amoi 
them  are  Blockbuster  Video,  CML  Groi 
Home  Depot,  Zenith  Electronics,  Aul 
zone,  and  Symbol  Technologies. 

Many  shorts  are  waiting  on  the  sic 
lines  when  it  comes  to  gravity-defiel 
such  as  Snapple  and  Lone  Star,  believi 
they're  unlikely  to  move  until  they  m: 
quarterly  earnings  numbers  in  a  h 
way.  Says  Strunk:  "There's  a  lot 
interest  in  the  casinos  and  the  rests 
rant  sectors,  but  shorts  are  waiting 
pull  the  trigger  until  they  see  the  whit 
of  [the  companies']  eyes." 
KEEPING  WELL  HEDGED.  One  sometii 
short-seller  who  is  now  only  25%  sh( 
is  Clifford  W.  Henry,  a  New  York-bas 
investment  manager.  Henry  runs  abc 
$50  million,  including  the  $20  milli 
Worthington  Growth  hedge  fund,  a 


SHORT-SELLERS 
SUFFER  AS  THE 

MARKET   

ADVAHCES 


[□STANDARD  SPOOR'S 
SOO-STOCK  INDEX 
■  INDEX  OF  21 
SHORT  FUNDS 
nHROUGHSEPT.30 
 '■  

▲  PERCENT  CHANGE 

m-.  mm  strunk,  bridge  information  systems  inc.. 


"hedge  fund"  private  partnership  that 
goes  both  long  and  short. 

Othei'  shorts  have  followed  suit.  Tom 
and  Joe  Barton  dissolved  their  [lartner- 
ship  with  the  Feshbachs  in  .July  and  are 
now  running  Dallas-based  White  Rock 
Capital,  also  a  hedge  fund. 

More  and  more  fund  managers  who 
still  sell  short  admit  that  they  are  "Ijox- 
ing,"  or  playing  the  same  stocks  both 
long  and  short,  to  lock  in  profits  and 
tax  i)ositions.  And  in  hedged  portfolios, 
Strunk  says  players  are  rarely  more 
than  30%-40%  invested  in  short  posi- 
tions. Thus,  even  though  in  mid-Octo- 
ber the  NASDAQ  hit  a  record  level  in  un- 
covered short  positions,  topping  620 
million  shares.  Murphy  says  that's  mis- 
leading. Much  short-selling  now  is  part 


he's  up  20%  for  the  year— mainly  | 
snai)ping  up  good-quality  gi'owth  stocjl 
he  says.  But  he  is  shorting  the  comp|i 
er  companies,  particularly  Dell  Compf 
er  Corp.  and  Apple  Computer  Inc.,  i 
the  theory  that  they  are  ripe  for  j 
dines  caused  by  "structural  busincj: 
problems."  He  also  believes  the  b 
name  casinos  and  restaurants  are  w 
overvalued. 

The  problem,  alas,  is  that  such  sei 
ments  are  a  bit  too  widespread.  If 
wants  to  sell  short  nowadays,  Hei 
says  ruefully,  "you  better  know  sor 
thing  somel)ody  else  doesn't."  That's 
shoit-sellers'  stock-in-trade— fundamer 
research.  And  it  ought  to  pay  off  for 
shorts.  One  of  these  days. 

B/j  Joan  O'C.  Hamilton  in  San  Frxma  ' 
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Why  Choose  Hie  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA 
thiui  ever  before.  And  witli  todiiy's  low  CD  rates,  a  myriad  of 
investment  choices  or  the  expense  of  a  ftill  cost  broker,  there's 
a  lot  standing  in  the  way  of  your  retirement  gods.'  At  Fidelity 
Investments,  we  iire  committed  to  offering  you  iui  IRA  where 
performance  iuid  value  come  first. 

Proven  Performers  For  Growth 

For  the  long-tenn  growth  potentiiil  you  wmt, 
Fidelity  offei^s  u  dill  nuige  of  stock  funds  with 
perfomiiuice  records  that  speak  for  themselves. 
Each  fund  is  backed  by  the  niiuiagement  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fiind  manager.-  So  now  dong  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  thiui 
ever  to  bring  your  i-etirement  savings  to  Fidelity. 

The  No-Load,  No-Fee  IRA  Offer 
No  One  Else  Can  Match 

We've  waived  the  sides  charges  on  more  thiui  a 
dozen  stock  fimds  for  retirement  investors,  so 
now  you  have  more  thiui  50  no-load  stock, 
bond  and  money  market  fund  choices  for  your 
IRA.^  And  we've  waived  tlie  iuinual  IRA  mainte- 
niuice  fee  for  each  mutual  fiind  account  you 
have  in  vour  Fidelitv  IRA  witli  a  bdimce  of 

$5,000  or  more.^  Call  today 
for  your  free  IRA  fact  kit,  luid 
be  sure  to  iisk  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-Tenn  Stock  Fund  Performers 
Now  All  No-Load  For  Your  Retirement 
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Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fidelity  Inuesiments' 


Common  sense.  Uncommon  results. 


It 

■or  an  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund  Including  charges  and  expenses,  call  for  a  current  prospectus.  Read  it  carefully  before  you  invest  or  send 
iioney,  'Unlike  bank  CDs,  Fidelity  funds  are  not  TOIC-insured  and  do  not  offer  a  fixed  rate  of  return,  'Fidelity  manages  over  $  100  billion  in  equity  ;issets.  'This  offer  apphes  to  certain 
adehty  retirement  plans  marketed  and  distributed  directly  by  Fidelity,  Fidelity  Magellan"'  Fund,  Fidelity  New  Millenniiuii'"  Finid  and  Fidehty  Select  Portfolios"  ai'e  excluded,  'For 
"idelity  miitud  fund  IRAs,  the  $  10  annual  IRA  maintenance  fee  will  be  wiiived  for  mutual  fund  IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed 
RAs,  the  fee  is  $20,  ;uid  will  he  waived  if  ;my  Fidelity  mutual  fund  position  in  the  account  is  at  least  $5,000  at  the  time  of  the  fee  billing,  ''Total  reUirns  for  the  period  ended  (i/.M)/').-; 
ire  historical  and  include  change  in  share  piice  and  reinvestment  of  dividends  and  capit;il  gains.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  vary 
ind  vou  may  have  again  or  loss  when  you  sell  your  shares.  Fidehtv  Distributors  Corporation,  Fidelity  Brokerage  Services,  Inc,  161  Devonshire  Street,  Boston,  MA  02 110,  Member 
WSK,  SIPC, 


BY  GENE  G.  MARCIAL 


THIS  REAL  ESTATE 
PLAY  KEEPS  HAULING 
IN  THE  BRICKS 


R 


eal  estate  is  starting  to  pay  off 
again— in  the  stock  market.  Af- 
ter being  in  the  cellar  for  years, 
shares  of  companies  linked  to  real  es- 
tate are  back  in  vogue.  One  that's  be- 
ing eyed  as  a  pure  play  on  land  and 
housing  is  AMREF  Corp.  The  Big  Board 
stock  has  risen  from  5  a  share  in  April 
to  8M  recently. 

This  New  York-based  company  de- 
velops entire  communities,  building  and 
selling  low-to-medium-priced  single-fam- 
ily homes,  townhouses,  and  condomin- 
iums. Its  model  town  is  Rio  Rancho,  a 
91,000-acre  subdivision  near  Albu- 
querque, N.  M.  AMREP  constructed 
some  432  homes  last  year  in  Rio  Ran- 
cho. This  year,  540  homes  are  being 
built,  and  700  more  are  going  up  next 
year.  Ti-ue,  AMREP  has  been  chastised 
periodically  by  regulators  for  allegedly 
aggi'essive  sales  practices,  but  its  reg- 
ulatory problems  seem  to  be  a  thing  of 
the  past. 

LOCATION,  LOCATION.  So  far,  AMREP  has 
built  14,000  homes  in  Rio  Rancho, 
priced  between  $46,000  and  $180,000. 
Some  custom-designed  homes  cost  as 
much  as  $515,000.  The  giant  semicon- 
ductor maker  Intel  recently  announced 
that  it  will  soon  double  the  size  of  its 
$1  billion  plant  at  Rio  Rancho.  So  a 
bigger  Intel  facility  could  boost  even 
more  the  demand  for  housing.  AMREP 
CEO  Anthony  Gliedman  says  AMREP 
has  made  plans  to  build  an  additional 
15,000  homes  in  Rio  Rancho. 

The  company  turned  a  modest  prof- 
it of  10<?  a  share  during  its  first  fiscal 
quarter  ended  .luly,  1993,  after  losing 
money  for  the  past  three  years.  One 
portfolio  manager,  Rudy  Mueller  at 
Winchester  Oroup,  figures  the  compa- 
ny will  earn  30T  to  SOT  a  share  in  the 
year  ending  Apr.  30,  1994,  on  reve- 
nues of  $110  million.  Gliedman  says 
the  estimates  are  in  the  ballpark  but 
could  be  too  mode.st  if  AMREP  is  able  to 
satisfy  the  rapidly  gi'owing  demand  for 
homes  in  Rio  Rancho  and  other  home- 
sites  in  Denver,  Eldorado,  N.  M.  (in 
Santa  Fe),  and  West  Palm  Beach,  Fla. 
In  Denver  alone,  Gliedman  expects  AM- 
REP to  build  300  homes  a  year  in  the 
next  several  years. 

One  possible  kicker  to  AMREP's  stock 
is  the  company's  profitable  Kable  News 
subsidiary,  which  distributes  some  700 


AMREP  MOVES 
TO  HIGHER  GROUHD 


on  26 


DMA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


magazines  for  190  publishers  in  the 
U.  S.,  Canada,  and  overseas.  Whispers 
are  some  40%  of  the  unit— which  one 
analyst  estimates  is  worth  $45  mil- 
lion—will be  spun  off.  He  believes  am- 
REP's  stock  could  double  in  a  year. 


WILL  UPJOHN  GET 
PICKED  UP? 


Most  major  pharmaceutical 
companies  are  still  in  a 
slump,  but  not  Upjohn.  Its 
shares  have  made  a  fast  recovery— 
from  25  in  mid-August  to  32  in  recent 
days.  Yet  problems  have  besieged  the 
company,  analysts  say.  Upjohn  has  few 
new  products  and  some  of  its  key 
drugs  face  patent  expiration.  Expenses 
have  also  been  on  the  rise.  "In  sum, 
Upjohn  faces  prospects  for  stagnation 
over  the  next  few  years,"  asserts  Mi- 
chael Metz,  an  investment  strategist 
at  Oppenheimer. 

So  why  has  the  stock  jumped  sharp- 
ly recently— and  why  has  Metz  turned 
bullish  on  Upjohn?  Whispers  are  that 
the  company  is  up  for  grabs  and  is  be- 
ing considered  for  either  a  buyout  or  a 
merger  by  a  large  German  pharma- 
ceutical company.  The  talk  is  that  Up- 
john is  now  willing  to  discuss  such  a 
possibility. 

Metz  says  the  chances  are  high  that 
Upjohn  may  consider  such  a  move.  The 
speculation  about  a  deal  started  when 
William  Parfet,  a  great-grandson  of 
Upjohn's  principal  founder,  resigned 
on  Sept.  30  as  vice-chairman.  Metz 
notes  that  Parfet,  who  remains  a  board 
member,  commented  that  Upjohn 
needs  someone  who  can  tackle  the 
mounting  challenges  facing  the  compa- 


ny and  that  "it  is  open  to  almost  any 
option."  Metz  and  other  Upjohn  watch- 
ers interpret  the  comment  to  mear 
that  the  options  Upjohn  will  considei 
include  a  strategic  alliance  or  merger 
with  another  company.  A  spokesmar 
says  it  is  Upjohn's  policy  not  to  com- 
ment on  merger  speculation. 

Metz  concedes  that  he  isn't  a  drug 
analyst.  "But  the  logic  of  such  a  mov€ 
in  light  of  the  consolidation  in  the  in 
dustry  is  compelling,"  says  Metz.  "Th( 
sale  of  Upjohn  makes  sense  as  far  as 
maximizing  shareholder  value  is  con 
cerned,"  he  adds. 

Upjohn's  current  market  cap  is  $5.J 
billion.  One  buyout  investor  believe; 
that  in  a  deal,  the  company  will  b( 
worth  $9.5  billion,  or  $55  a  share. 


HEALIHG  NEWS 
FROM  LIFECELL 


As  an  upstart  that's  still  trying 
to  perfect  several  products 
LifeCell  hasn't  recorded  a  sin 
gle  penny  in  sales.  But  the  companj 
has  already  enticed  several  big  inves 
tors.  One  of  them  is  Essex  Investmeni 
Management,  with  assets  of  $2  billion 
Essex  has  gained  some  publicity  o: 
late  because  its  president,  Joseph  Mc 
Nay,  has  been  chosen  by  the  Whit( 
House  to  handle  the  Clintons'  portfolk 
of  about  $1.2  million. 

What  turned  McNay  onto  LifeCell' 
The  stock  was,  in  fact,  brought  to  Mc 
Nay's  attention  by  another  investoi 
who  specializes  in  technology  and  bio 
tech  stocks  and  is  highly  impressec 
with  LifeCell's  products-in-the-making 
One  of  them  is  skin-replacement  tis 
sue  that  LifeCell  hopes  to  market  ei 
ther  late  this  year  or  early  next  year 
AlloDerm  skin  replacement,  says  Life 
Cell  President  Paul  Frison,  eliminate; 
the  need  for  gi-afting  the  patient's  owi 
skin  to  the  burned  areas.  Frison  say; 
several  tests  have  shown  that  a  third 
degree  burn  grafted  with  AlloDern 
healed  well  with  a  smooth  skin  am 
reduced  contracture  of  the  wound  site 
Marc  Klee,  a  portfolio  manager  ai 
American  Fund  Advisors  in  Gardei 
City,  N.Y.,  says  the  market  for  humai 
dermis  transplants  is  in  the  range  of  $ 
billion  to  $2  billion.  He  thinks  Life 
Cell's  stock,  which  jumped  from  7  ii, 
April  to  11,  has  yet  to  reflect  the  valu< ' 
of  AlloDerm  and  the  company's  othei 
products  in  the  pipeline.  They  includf 
the  processing  and  preserving  of  hu 
man-cell  products,  such  as  freeze-drie( 
blood  for  storage.  He  expects  the  com 
pany  to  turn  profitable  by  1995. 
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Congratulations  to  the  winning  teams  of  the  \  W 
Chemical  Bank  Corporate  Challenge",  and  to  all 
60  finalists,  listed  below,  who  qualified  for  the  October  9 
international  championship  race  in  New  York  Cit\'. 
These  competitors  came  out  on  top  from  an  initial  field  of 


over  100,000  runners  from  5,000  companies  in  20  cities. 

This  kind  of  competitive  spirit  makes  the  Corporate 
Challenge  the  largest  event  of  its  kind.  And  it  continues  to 
show  that  a  company's  success  can  be  measured  b\-  the  finish 
line  as  well  as  the  bottom  line. 


Men's  Division  Winning  Team 
Raytheon  Company 


Women's  Division  Winning  Team 
Reebok  International,  Ltd. 


Co-Ed  Winning  Team 
National  Westminster  Bank  PLC 


MFN'S  DIVISION  FINALISTS 

Norsk  Hydro  B  1  L 

Arthur  Andersen  &  Co 

General  Electric  Company 

Oslo,  Norway 

Chicago,  IL 

Albany,  MY 

U,S  Postal  Service 

Texas  Instruments  Incorporated 

The  Boeing  Company 

Paramus,  NJ 

Dallas,  TX 

Atlanta,  GA 

PNC  Bank 

Deutsche  Bank  AG 

Raytheon  Company 

Philadelphia,  PA 

•Frankfurt,  Germany 

Boston,  MA 

The  Vanguard  Group 

J  Sainsbury  PLC 

Xerox  Corporation 

Princeton,  NJ 

London,  U  K 

Buffalo,  NY 

Eastman  Kodak  Company 

Chemical  Bank 

Arthur  Andersen  &  Co 

Rochester,  NY 

Long  Island,  NY 

Chicago.  IL 

Chevron  Corporation 

Fluor  Daniel,  Inc 

Texas  Instruments  Incorporated 

San  Francisco,  CA 

Los  Angeles,  CA 

Dallas,  TX 

IBM  Corporation 

The  Prudential  Insurance 

Stadt  Frankfurt  A  M 
Frankfurt,  Germany 

Stamford  CT 

Martin  Marietta  Corporation 

Company  of  America 
Morristown,  NJ 

British  Gas  PLC 
London,  U  K 

Syracuse,  NY 

New  York  Board  of  Education 
New  York,  NY 

Grumman  Corporation 
Long  Island,  NY 

WOMEN'S  DIVISION  FINALISTS 

The  Travelers  Insurance 

Haukeland  Sykehus 
Hospital  B  1  L 
Oslo,  Norway 

Fluor  Daniel,  Inc 

Companies 

AT&T  Co 

Los  Angeles,  CA 

Albany,  NY 

Paramus,  NJ 

The  Prudential  Insurance 
Company  of  America 
Morristown,  NJ 

The  Coca-Cola  Company 
Atlanta,  GA 

Wyeth-AyersI  Laboratories 
Philadelphia,  PA 

Reebok  International,  Ltd 

Merck  &  Co  ,  Inc 
Princeton,  NJ 

New  York  Board  of  Education 
New  York,  NY 

Boston,  MA 

Eastman  Kodak  Company 

Eastman  Kodak  Company 

Buffalo,  NY 

Rochester,  NY 

IBM  Corporation 

B0CES3 

San  Francisco,  CA 

Long  Island,  NY 

IBM  Corporation 

Walt  Disney  Imagineering 

Stamford,  CT 

Los  Angeles,  CA 

Blue  Cross  Blue  Shield  of 

Merck  &  Co  ,  Inc, 

Central  New  York 

Morristown,  NJ 

Syracuse,  NY 

Prudential  Securities  Inc 

New  York,  NY 

CO-ED  DIVISION  FINALISTS 

Radiumhospitalets  B  1  L 

Albany  Medical  Center 

Oslo,  Norway 

Albany,  NY 

AT&T  Co 

The  Coca-Cola  Company 

Paramus,  NJ 

Atlanta,  GA 

Arthur  Andersen  &  Co 

Digital  Equipment  Corporation 

Philadelphia,  PA 

Boston,  MA 

Martin  Marietta  Corporation 

Westwood-Squibb 

Princeton,  NJ 

Pharmaceuticals  Inc 

Eastman  Kodak  Company 

Buffalo,  NY 

Rochester  NJ 

The  Norihern  Trust  Company 

University  of  Calilornia  at 

Chicago,  IL 

San  Francisco 

NationsBank 

San  Francisco,  CA 

Dallas,  TX 

Cannondale  Corporation 

Stadt  Frankfurt  A  M 

Stamford,  CT 

Frankfurt,  Germany 

Beniamin  Rush  Center 

National  Westminster  Bank  PLC 

Syracuse,  NY 

London,  U  K 

/l)c  ^'cUt  JJork  eimcs  AmericanAlrlines 

^Chemical 
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SOFTWARE  I 


THE  SHOOTING  WAR 
IN  SOFTWARE 


Rampant  price-cutting  batters  profits — and  may  bring  a  shakeout 


When  Borland  International  Inc. 
announced  a  new  \-ersion  of 
its  spreadsheet  program, 
Quattro  Pro,  for  the  cut-rate  price  of 
S50  in  August,  competitors  were  not  im- 
pressed. At  a  conference  a  few  weeks 
later,  an  audience  of  industry  executives 
was  asked  whether  they  thought  the 
move  was  brilliant  or  desperate.  The 
tally:  82%  said  desperate. 

If  so,  much  of  the  software  industry 
seems  to  be  approaching  desperation. 
The  price  war  that  has  infected  the  PC 
hardware  business  for  the  past  few 
years  is  now  solidly  entrenched  in  soft- 
ware as  well.  Programs  that  used  to 
sell  for  S30()  are  now  available  for  SIOO. 
The  Software  P\iblishers  Assn.  estimates 
shipments  grew  by  more  than 


categories,  often  sparked  by  a  competi- 
tor thirsting  for  market  share  or  enter- 
ing a  new  area.  Microsoft  Corp.  dove 
into  data  bases  by  offering  its  S495  Ac- 
cess package  for  S99  during  a  three- 
month  promotion— and  sold  an  astound- 
ing 750,000  copies.  Now,  Computer 
Associates  International  Inc.  has  gone 
Microsoft  one  better:  It's  literally  giving 
away  more  than  a  million  packages  to 
break  into  new  markets  I  page  88 1. 

It  all  adds  up  to  a  dismal  spiral.  Pro- 
motional prices  tend  to  become  perma- 
nent—or close  to  it.  That's  because 
they're  followed  by  so-called  competi- 
tive upgrades,  discounts  offered  to  own- 
ers of  competing  products.  In  stores, 
however,  buyers  rarely  ha\'e  to  pro\'e 


THE  INCREDIBLE 
SHRINKING 
PRICE  TAG 

Prices  for  packages  such 
as  word  processors  and 
data-base  programs 
have  fallen  tremen- 
dously. Here's  the 
tale  of  Quaffro  Pro: 


QUATTRO  PRO  2  o 

REUASfDATf:SfPT.,97o 


STRffT 
PRICE- 


DAIA:  C0MP4NY  REPORTS 


PRICE 

STRtn  $0995 
PRicr  ' 
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2o%  in  the  second  quarter,  l)ut 
revenues  were  up  jiist  14%.  That's  worse 
than  the  pre\'ious  (|uarter,  when  ship- 
ments ,gi-ew  2H%  and  I'evenue  20%. 
SUITE  SUCCESS.  There  are  lots  of  reasons 
for  the  price  plunge.  One  is  the  declining 
price  of  PC  hardware— off  :!2%  last  year, 
according  to  International  Data  Corp. 
It's  hard  to  sell  a  S.500  woi-d-pi-ocessing 
program  for  a  S1,000  comiMiter.  Then 
there  are  suites:  groups  of  programs 
sold  in  bundles  that  list  for  50' 0  off  the 
retail  price  of  the  individual  packages— 
and  retail  for  45%  to  70%  off  tliat.  F'inal- 
ly,  there  are  the  price  wars  in  various 


that  they  own  the  com- 
peting product.  The  SIOO  list  price  that 
Borland  now  stamps  on  its  boxes,  for 
example,  was  the  special  promotional 
jjrice  it  offered  to  users  of  Lotus  1-2-3  a 
few  years  back.  And  even  though  the 
promotion  for  Access  has  expired,  the 
price  has  only  inched  up,  to  S129.  "I 
don't  think  software  prices  are  going  to 
go  back  up,"  says  Susan  L.  Salay,  senior 
director  of  marketing  for  Ingi'am  Micro 
Inc.,  a  computer  wholesaler. 

The  effects  of  the  price  crunch  can 
be  seen  in  some  of  the  latest  earnings 
statements— even  Microsoft's.  In  the  Sep- 


temljer  cjuarter,  its  revenues  rose  20/ 
to  S983  miUion,  and  earnings  were  u 
just  14%,  to  S239  million.  Worse,  revJ 
nues  actually  declined  5%  fi-om  the  pr| 
vious  quarter,  and  earnings  were  dowj 
10%.  Net  margins  dropped  1.2  pointj 
to  24.3%— still  a  level  of  profital)ility  i 
vals  would  kill  for.  Says  Chairman  w| 
liam  H.  Gates  III:  "Profits  will  be  fantai 
tic,  as  opposed  to  wildly  fantastic." 

For  many  Microsoft  rivals,  profits  ai 
simply  vanishing.  Borland's  sank  48^ 
to  S2.8  million,  on  revenues  down  16^ 
to  S107  million.  Earnings  have  also  be( 
dismal  this  year  for  Software  Publishir 
and  Micrografx.  And  analysts  belie\ 
that  an  initial  public  offering  by  Wor 
Perfect  Corp.  is  being  postponed  b 
cause  of  depressed  earnings. 
LONG  HAUL.  Software  retailers  are  ali 
feeling  the  pinch:  Egghead  Software  In 
lost  S1.7  million  for  the  quarter  end( 
•July  24,  as  revenues  rose  8%,  to  S2 
million.  The  villain:  price-cutting,  sa; 
Peter  A.  Janssen,  vice-president  for  me 
chandising  and  advertising.  "I  don't  s< 
that  changing  at  all." 

As  with  hardware,  a  commodity  me 
tality  is  taking  hold.  "Feature-wise,  i 
the  different  vendors  are  hitting  85% 
om*  requirements,"  says  Steven  D.  Bir 
feld,  who  buys  software  for  Booz,  A 
len  &  Hamilton  Inc.  As 
result,    buyers  a; 
shopping  fi 
price.  And  i 
creasingly,  ih 
means  buyii 
suites,  whi( 
means  th 
more  and  mo 
of  the  market 
going  to  the  tv 
big  suite  seller 
Microsoft  and  L 
tus  Developme; 
CoqD.  "It's  comii 
down  to  Coke  ai 
Pepsi,"  says  Gol 
man,  Sachs  &  C 
analyst    Rick  1 
Sherlund. 
Everybody  el 
mu.st  scramble.  No  matter  how  featur 
crammed  their  programs,  softw-are  ma 
ers  must  sell  them  at  prices  that  a 
atti'acti\e  to  suite  shoppers.  Take  Wor 
Perfect's  latest  progi'am,  a  sophisticati 
word-processing  package  that  requir 
32  megabytes  of  disk  storage  and  can 
all  sorts  of  desktop-publishing  work, 
debuted  in  August  with  a  list  price 
S495.  Now,  just  two  months  later,  yi 
can  buy  it  for  less  than  SIOO  in  ret; 
stores. 

That  trend  could  soon  lead  to  a  shak 
out  and  consolidation.  Software  Publi: 
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INFORMATION  PROCES! 


Hewlett-Packard"  suggests  you  look 

beyond  the  obvious  for  your  next  Mac  printer. 


'on't  niiss  ouL  on  one  of  the  best  things  going. 
[ade-for-Mac  HP  LaserJet  printers.  The  new 
aserJet  4MP  completes  a  family  of  LaserJets 
uilt  specifically  for  your  Macintosh. 

hoose  from  300-  or  600- dpi  print  quality, 
id  prices  ranging  from  $1,279  to  $2,399. 
3tup  is  easy  And  with  built-in  PostScript 
svel  2  software  from  Adobe,  you'll  be  ready 
I  roll  with  the  latest  featwes  in  Mac  piinting. 
acaJTalk  means  built-in  Mac  compatibiMty. 


Ajid  a  RISC  processor  means  fast  printing 
from  start  to  finish. 

These  i)rTnters  have  standai  tl  memory  that 
ranges  from  4  to  6  megabytes.  Tliat's  plenty 
for  your  grapliics.  Foi-  documents  with  zip 
and  zing,  you'll  have  35  built-in  PostScript 
Ty]3e  1  tyi^efaces.  And,  thtuiks  to  HP's  auto- 
matic language  and  1/0  switcliing,  LaserJets 
work  sinuiltaneously  with  Macs  and  PCs. 
In  fact,  HP  leads  the  industry  in  cross- 
platfonn  compatibility. 


When  you  choose  HP  LaserJet,  you'll  have 
a  printer  with  a  legendary  reputation.  For 
quality.  And  reliability.  For  more  infonnation 
call  1-800-LASERJET,  Ext.  7685. 

If  it  isn't  a  LaserJet, 
it's  only  a  laser  printer. 


HEWLETT 
PACKARD 


S)93Hc-wletl-[>a(karilCi)mriany  .SuggesH-il  US  list  pntos  A<I..Ih' .iii.l  I'nM.Si  iipl  an-  Iraclciiiaiks  of  Adohi- Sjsli- 
ich  may  he  rcgisliTcd  in  i  cnain  jurisilirtlons.  tin  Canada  call  l-.SUI)  :|.S7-:18I.7,  Kxl  7liHr,  PEI2.!ia 
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ing  laid  off  140  people  last  summer— 
21%  of  its  work  force.  That  follows  lay- 
offs of  120  workers  last  year.  Almost 
everybody— including  Microsoft— is  cut- 
ting back  on  expenses  or  expansion 
plans. 

And  there  are  persistent  rumors  of 
pending  mergers,  including  one  between 
Borland  and  WordPerfect.  Both  compa- 
nies deny  such  discu.ssions.  "I  would  ex- 
pect the  single-product  companies  to  be 
acquired  or  merge  over  time,  or  else 
they'll  lag  and  won't  be  players  any- 
more," says  Betty  J.  Lyter,  an  analyst 
with  Montgomery  Securities  Inc. 

Of  course,  there  is  a  bright  side  to 


discount  pricing.  "There's  a  fundamental 
elasticity  of  demand,"  says  Richard  Ra- 
isins, chief  executive  of  Alpha  Software 
Corp.,  a  maker  of  $50  and  $60  data-base 
and  graphics  programs.  "You  should  be 
able  to  sell  more  software  to  more  peo- 
ple if  the  price  is  lower."  And  once  they 
pare  costs,  if  the  volume  materializes, 
software  makers  say  profits  will  re- 
bound. Software  makers  Aldus  Corp. 
and  Synmantec  Inc.,  for  example,  both 
reported  good  results  in  the  September 
cjuarter. 

Indeed,  Borland  Chief  Executive  Phi- 
lippe Kahn  gloats  that  he  sold  500,000 
coi")ies  of  Quatti'o  Pi'o  5.0  in  just  45  days, 


a  goal  he  hadn't  expected  to  reach 
five  months.  "We've  never  seen  ai: 
thing  like  this,"  says  Kahn.  The  higl 
volumes,  he  adds,  r-educe  his  cost  of  r 
terials  from  al)out  $13  per  package! 
alwut  $9. 

And,  he  insists,  the  low  price  v 
lure  buyers  from  the  suites.  After 
explained  this  strategy  at  the  Ager 
conference,  at  least  a  few  members 
the  audience  were  converted:  A  secc 
poll  cut  the  "desperate"  votes  to  4^ 
Not  exactly  a  ringing  endorsement, 
perhaps  a  first  small  sign  of  hope. 

By  Richard  Brandt  in  San  Francu 
with  Gar II  McWilliams  in  Boston 


BELOW  BARGAIN  BASEMENT:  SOFTWARE  FREEBIES 


When  software  maker  Com- 
puter Associates  Interna- 
tional Inc.  decided  to  jump 
into  the  market  for  personal-finance 
software  last  year,  it  knew  it  had  an 
uphill  battle.  For  a  decade,  owners  of 
personal  computers  have  been  balanc- 
ing their  budgets,  tracking  invest- 
ments, and  paying  bills  with  programs 
such  as  Managing  Your  Money  or 
Quicken.  And  the  Islandia  (N.Y.)  mak- 
er of  mainframe  programs  was  hardly 
a  household  word.  How  to  overcome 
these  hurdles?  Make  like 
a  consumer-goods  compa- 
ny and  give  the  product 
away— like  a  free  sample 
of  toothpaste.  Then,  hope 
customers  will  come  back 
and  pay  for  more. 

That's  exactly  what  CA 
has  done.  When  it  intro- 
duced Simply  Money  in 
June,  it  promised  to  give 
the  program  away  to  the 
first  1  million  customers 
who  agreed  to  pay  a  $6.95 
shipping  charge.  And 
while  Marc  Sokol,  vice- 
president  for  product 
strategy,  says  the  compa- 
ny long  ago  suipassed  the 
million  mark,  the  company 


ware  has  won  many  awai'ds  fi'om  trade 
magazines,  yet  the  company  claims 
only  about  50,000  to  60,000  customers. 
"I  would  be  happy  to  do  a  million  [or- 
ders] in  three  months,"  says  Micro- 
Frontier  President  Keith  P.  Woodard. 

So  far,  the  big  software  makers  are 
skeptical  of  the  approach.  "Name  one 
company  that  has  survived  on  giving 
away  products,"  says  Scott  D.  Cook, 
co-founder  and  president  of  Intuit  Inc., 
maker  of  the  market  leader.  Quicken. 
And  he  questions  use  of  consumer- 


FROM  COMPUTER  ASSOCIATES:  PAY  THE  SHIPPING,  AND  IT'S  YOURS 


is  extending  the  offer  because  of  the 
high  demand.  "We're  .still  doing  sev- 
eral thousand  a  day,"  he  says. 
IMITATORS.  Will  the  giveaway  progi'am 
work?  That  won't  Vie  clear  until  CA 
goes  back  to  selling  upgi-ades  and  oth- 
er products.  But  the  strategy  is  al- 
ready spawning  imitators.  Small  com- 
panies such  as  MicroPYontier  Inc.  in 
Des  Moines  and  Central  Computer 
Products  in  Fillmore,  Calif.,  havt  start- 
ed similar  promotions.  In  three  ears, 
MicroFrontier's  Color  It!  imaging  :  oft- 


goods  tactics  in  software:  "Shampoo 
you  can  change,  but  once  you  get  data 
into  software,  it's  hell  to  change." 

Even  by  Sokol's  estimates,  only  50% 
of  those  who  ordered  the  progi-am  are 
still  using  it  regularly.  While  that 
means  only  500,000  customers  com- 
pai-ed  with  Intuit's  4.8  million,  the  offer 
has  pushed  CA  past  Microsoft,  which 
has  an  estimated  300,000  customers 
for  its  Money  program.  "CA  needed  a 
way  to  get  into  the  desktop  market," 
says  Chris  Le  Tocq,  a  director  of  mar- 


ket research  for  InfoCorp.  "This  was 
good  way  for  them  to  do  it." 

Now,  the  company  is  ready  for  a 
other  assault.  On  Oct.  27,  CA  plans 
introduce  the  next  product  in  its  cons 
mer-software  line.  Called  Simply  Ta 
the  progi'am  will  offer  expert  advii 
and  planning  tips  for  preparing  ne 
year's  complicated  income-tax  returr 
Like  its  sister  program.  Simply  T; 
will  be  "given  away"  for  a  shippin 
and-handling  charge  of  $9.95.  It  w 
also  be  available  through  stores  su'i 
as  Office  Depot  Inc.  aii! 
Staples  Inc.,  at  a  price  sj 
by  the  retailers.  ; 
BACK  FOR  MORE?  TI 
goal,  says  Sokol,  is 
build  a  bank  of  subscrij 
ers  to  an  expanding  Sii, 
ply  line  of  software  pre* 
ucts.  That's  not  a  b;!l 
idea,  since  20%  of  ti 
revenue  in  personal-,? 
nance  software  com; 
from  repeat  customeii 
says  Le  Tocq. 

But  will  they  line  up  j 
buy?  So  far,  it's  hard  ) 
tell.  Tom  Testi,  an  Okf 
homa  City  software  en;'i 
neer  who  gave  up  Qui( 
en  after  trying  the  i 
progi'am,  says  he  would  probably  b 
any  upgi'ade.  "Paying  for  the  upgra 
will  be  worth  it  if  the  features  a 
there,"  he  says.  CA  plans  to  start  s( 
ing  a  Simply  Money  upgi'ade  in  199^! 
for  an  as  yet  undetermined  price. 

On  the  other  hand,  lots  of  con; 
mers  may  hold  out  for  more  freebii 
Gail  Berniato,  a  teacher  in  Tollar 
Conn.,  is  one.  She  says  she  would  pj 
for  a  Simply  Money  upgrade  "only, 
they  offer  it  real  cheap." 

By  Paul  M.  Eng  in  New  Yc 
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::apability: executive  programs 


The  1994  Business  Week  Forum 
of  Chief  Financial  Officers 

Making  Sense  Out  of  Change 

Date:  April  14-16,  1994 

Place:  The  Ritz  Carlton,  Palm  Beach,  Florida 


'■porate  sponsors: 

lERiCAN  International 
oup,  Inc. 

'&T  Capital  Corporation 
EcuTivE  Jet  International 
lliman  &  Robertson 

the 

A  Seniors  Championship 


XECUTIVE 
lOGRAMS 


The  rules  have  changed. 

For  today's  CFO,  there's  a  new  game 
plan.  New  values.  New  ways  of 
measuring  success.  New  rewards. 

At  this  vital  time.  Business  Week  'is 
proud  to  host  the  1994  Forum  of 
Chief  Financial  Officers:  Making 
Sense  Out  of  Change. 

For  America's  leading  CFOs,  the 
Forum  is  an  ideal  opportunity  to 
tackle  the  challenges  and  grasp  the 
rewards  ol  a  changing  corporate 
landscape. 


For  corporate  sponsors,  the  Forum 
is  a  rare  opportunity  to  build  alliances 
with  America's  top  financial  leaders, 
tace-to-face. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeCraff,  Director 
of  Sales,  Strategic  Programs,  at 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


■ight  1993  McGraw-Hill,  Inc. 


Beyond  ?iews.  Intelligence. 
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COMPUTERS  I 


At  the  tinif,  it  was  hailed  as  a 
l)old  and  brilliant  stroke:  After 
eight  years  of  false  starts  and 
$2  billion  in  losses  in  comi)uters,  Amer- 
ican Telephone  &  Telegi'aph  Co.  made  it- 
self a  player  in  a  crucial  lousiness  with 
the  $7.5  billion  hostile  takeover  of  com- 
puter maker  NCR  Corp.  in  1991.  And 
none  of  the  computer  companies  that 
AT&T  could  have  bought  had  a  more  glo- 
bal sales  oi'ganization,  more  modern 
product  line,  or  cleaner  balance  sheet 
than  did  the  Daylon-ljased  NCR.  Sure, 
AT&T  paid  20%  more  than  the  market 
price  of  NCR  before  the  takeover  began, 
but  mostly  Chairman  Robert  E.  Allen 


was  applauded  for  acting  so  decisively. 

Today,  the  glow  surrounding  the  NCR 
deal  is  all  but  gone.  And  the  indepen- 
dence NCR  was  given  as  a  newcomer  to 
the  AT&T  family  is  no  more.  After  the 
merger,  AT&T  let  NCR  management 
choose  which  product  lines— and  which 
employees  of  AT&T's  computer  division— 
to  keep.  And  AT&T  management  was  re- 
warded with  its  first-ever  profit  in  com- 
puters: $288  million  on  revenues  of  $7.1 
l)illion  last  year. 

That  was  then.  Now,  NCR  is  feeling 
the  heat  from  AT&T  brass  in  Basking 
Ridge,  N.  J.  One  of  the  things  that  made 
NCR  a  stiHidout  two  years  ago  was  its 


early  commitment  to  low-cost,  micropl 
cessor-based  computing.  Yet  NCR  has 
fully  skirted  the  economic  forces  t( 
are  rocking  IBM  and  Digital  Ecjuipmi 
Corp.,  among  others.  Despite  its  ea 
start  in  low-cost  "open  systems,"  neitl 
NCR's  cost  structure  nor  its  market 
strength  has  kept  pace  with  the  m 
ket's  wrenching  changes. 

"NCR's  in  a  very  tough  industry  rij 
now,"  says  Blake  Bath,  an  analyst 
Sanford  C.  Bernstein  &  Co.  "Noboc 
making  a  lot  of  money  in  computers." 
deed,  in  the  third  cjuarter  ended  Se 
30,  NCR's  revenues  were  down  2%  fr 
a  year  earlier,  and  a  $23  million  resti 
turing  charge  contributed  to  a  $49  i 
lion  operating  loss. 
YOUNG  TURKS.  With  competitors  catch 
up  with  NCR  in  technology,  prices  ph 
meting  in  PCs,  and  business  soften 
in  Europe  and  Japan,  Allen  instal 
troubleshooter  Jerre  Stead  as  N( 
chairman  and  chief  executive  officer 
May,  i-eplacing  longtime  NCR  execul 
Gilbert  P.  Williamson.  "They  have 
been  on  a  path  to  meet  our  longer-t« 
exi)ectations  at  the  acceleration  rat 
would  like  to  see,"  says  Allen.  "Jerr 
going  to  make  that  difference."  A  tell 
sign  of  the  times:  In  the  next  ; 
weeks,  the  NCR  name  may  disappeai 

Stead  became  a  star  at  AT&T  by  ti 
ing  around  its  private  branch  excha 
iPBX)  business,  and  once  again  he  has 
work  cut  out  for  him.  Few  of  the  "syi 
gies"  from  combining  computers 
communications  have  materialized, 
portunities  in  multimedia  and  vast 
works  for  processing  financial  and 
tail  transactions  remain  more  dn 
than  i-eality.  Allen  says  some  NCR  ex 
fives  "were  inclined  to  take  advantag 
their  independence  and  not  look  for 
obvious  synergies." 

"The  i-eal  paybacks  are  in  the  futu 
concedes  Stead.  But  not  the  distant 
tm-e,  he  insists.  He  wasted  little  time 
fore  attacking  bureaucracy  and  shal 
up  NC^R's  staid,  inbred  culture.  An  e. 
retirement  program  is  expected  to 
trim  NCR's  work  force  of  50,000  bj 
much  as  15%  by  1995.  Allen  says  n 
cuts  are  likely.  Meanwhile,  a  flatter 
organization  has  elevated  a  new  i 
of  yoimger  top  executives,  too. 

Combining  the  spirited,  can-do  d' 


WHAT  AT&rS  NEW  COMPUTER  CHIEf  IS  UP  TO 


REVAMPING  TOP 
MANAGEMENT 


Old  guard  is  out,  replaced  by 
younger  executives  from 
within  NCR  and  from  parent 
AT&T 


WORKING  MORE 
CLOSELY  WITH  AT&T 


Joint  research  with  Bell 
Labs;  emphasis  on  deals  in- 
volving networking  and  com- 
puters; NCR  name  slated  to 
disappear  soon 


SMASHING 
BUREAUCRACY. 


Hundreds  of  "customer-fo- 
cused" marketing  teams  are 
being  formed  to  make  deci- 
sions fast 


EMPHASIZING 
HIGH-END  SYSTEMS 


NCR's  "alternative  main- 
frames," built  from  speedy 
microprocessors,  are  its 
strongest  product  line,  espe 
cially  against  IBM 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
^our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR'. 


(FINASTERIDE) 


Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

ou  can't  make  it  till  halftime  any- 
lore  without  having  to  go  to  the 
athroom.  You'i'e  getting  up  several 
mes  a  night  to  urinate.  It's  begin- 
ing  to  bother  you,  but  up  to  now, 
3u've  lived  with  it.  The  question  is, 
lould  you? 

ntil  recently,  there  wasn't  a 
ledicine  that  could  help  the  condition 
nown  as  symptomatic  benign 
restate  enlargement  or  BPH.  But 
ow  there  is  Proscar,  the  first  oral 
description  medicine  that  can  actual- 
shrink  an  enlarged  prostate. 

owever,  it  is  important  to  know  the 
Uowing:  PROSCAR  doesn't  work  for 
jeryone.  Even  though  the  prostate 
irinks,  you  may  not  see  an  improve- 
ent  in  urinary  flow  or  sy?nptoj7is. 
nd  you  may  need  to  take  PROSCAR  for 
months  or  more  to  see  whether  it 
dps  you  . 

flow  PROSCAR  can  shrink  an 
enlarged  prostate 

s  a  man  ages,  a  key  hormone  can 
dip  cause  the  prostate  to  grow. 


■prostate  surrounds  part  of  the  urethra,  the  tube  that 
ies  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
squeeze  the  urethra  and  cause  uriiuxry  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  PROSCAR  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  caU  1-800-635-4452 
today. 


TABLETS 


[FINASTERIDE] 
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PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growt  h.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms, 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR"  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  childi-en. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


^  MERCK 
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ery  <A  a  motivational  speaker  with  tl 
cold  eye  of  a  financial  executive,  Ste; 
has  made  a  special  effort  to  defuse  inU 
nal  rivalries  and  get  various  NCR  fa 
tions  to  work  together.  He  calls  it  "pi 
ting  the  moose  on  the  table"— a  mot 
now  emblazoned  on  T-shirts  for  all  I 
wear.  "He's  got  a  great  record,"  saj 
William  N.  Deatherage,  an  analyst  | 
S.  G.  Warburg  Securities.  "He's  pro 
ably  the  ideal  executive  to  put  there. 

Stead's  immediate  goal  is  to  get  N 
profitable  and  growing  again.  Th 
means  invigorating  NCR's  creaky  m; 
keting  efforts.  Also  in  need  of  attenti 
is  the  company's  core,  midrange  co; 
puter  business,  which  has  lost  its  tech 
cal  edge. 

"JUICE  WITH  JERRE."  Stead's  first  mo 
was  a  worldwide  series  of  "Juice  wi 
JeiTe"  meetings  with  employees.  He  a 
has  met  with  more  than  500  custome: 
he  says,  and  handed  out  his  home  pho 
number  to  thousands  more  at  vario 
group  meetings.  To  make  NCR  more  i 
ile.  Stead  has  begun  creating  some  7 
customer-focus  teams  around  the  wor 
Combining  marketing,  sales,  technic 
and  other  talents,  they're  dedicated 
doing  whatever  it  takes  to,  in  Stea 
words,  "delight"  customers. 

Meanwhile,  Stead  is  investing  heav 
where  NCR  holds  its  strongest  techni 
advantage— a  new  breed  of  large-sc 
computers  that  can  do  the  work  of  I 
mainframes  for  a  third  or  less  of  t 
cost.  Through  its  acquisition  of  Terada 
an  early  maker  of  "massively  parall 
computers  employing  scores  of  mic 
processors,  NCR  has  pulled  well  ah( 
of  Big  Blue  in  replacing  conventio: 
mainframes.  Massively  parallel  comp 
ers  are  especially  good  at  sifting  throi 
vast  data  bases,  processing  volumes 
retail  transactions  and,  AT&T  expec 
even  delivering  video  programming 
homes.  NCR  and  Teradata  have  instal 
more  than  400  such  systenis,  gi'ving  ^ 
an  80%  market  share,  vs.  0%  for  IBM,: 

As  early  as  Nov.  9,  however,  IBM- 
expected  to  strike  back  with  the  first  ^ 
a  series  of  planned  parallel-process 
add-ons  for  its  mainframes.  Pricing  z 
performance  details  remain  sketchy, 
no  one  is  discounting  the  formida, 
marketing  power  Big  Blue  can  bring 
bear  in  defense  of  its  core  franchise 

As  for  AT&T,  it  remains  convinc 
that  buying  NCR  was  the  right  thing 
do.  "I  don't  have  concerns  about  ' 
strategic  decision  we  made,"  says  Ch; 
man  Allen.  "Everything  considered,  | 
en  the  timing,  I'd  say  it  has  met 
expectations  in  the  short  term."  N 
Stead  is  there  to  make  sure  the  lo 
term  payoff  materializes,  too. 

By  John  W.  Verity,  with  Bart  Zieg 
in  New  York 
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ENERGY  I 


THE  SUN  SHINES  BRIGHTER 
ON  ALTERNATIVE  ENERGY 


Nonfossil  sources  of  power  are  back — and  getting  more  efficient 


In  the  late  1970s,  alternative  energy 
was  nearly  as  popular  in  California 
as  alternative  lifestyles.  Fertilized 
by  state  and  federal  tax  incentives, 
windmills  sprouted  east  of  San  Francis- 
fo  by  the  thousand.  Patches  of  the  Mo- 
jave  Desert  were  carpeted  with  panels 
that  collected  the  sun's  energy.  But 
when  the  tax  breaks  dried  up,  so  did 
the  projects.  Luz  International  Ltd.,  a 
top  maker  of  solar  gear,  went  bankrupt. 

The  tiiTies  are  changing, 
however.  Bolstered  by  im- 
proved technology  and  re- 
vived support  from  Wash- 
ington, renewable  energy 
is  making  a  comeback— and 
not  just  out  West.  On 
Aug.  6,  some  68  utilities 
across  the  country  agreed 
to  buy  as  much  as  $500 
million  worth  of  solar  pan- 
els over  the  next  five 
years  to  generate  electric- 
ity. Two  weeks  later,  util- 
ities in  Maine,  Texas,  and 
Vermont  signed  on  for  En- 
ergy Dept.  tests  of  new, 
more  efficient  wind  tur- 
bines. And  in  Octol)er,  the 
industry-funded  Utility  Re- 
newable Resources  Assn. 
decided  to  refocus  exclu- 
sively on  finding  clean 
ways  to  burn  biomass— 
wood  and  other  plant  ma- 
terial. "We're  seeing  a 
revolution  in  the  way  we 
create  and  use  power," 
says  Frank  M.  Stewart  .Ji-.,  acting  assist- 
ant energy  secretary  for  efficiency  and 
renewable  energy.  Already,  Southern 
California  Edison  Co.,  a  pioneer  in  such 
efforts,  gets  13%  of  its  electricity  fi-om 
these  renewai)le  source's  vs.  1%  in  1985. 
"TRUCKING  ALONG."  Most  of  the  renew- 
ables  are  still  infant  tcfhnologies  with 
big  cost  disadvantages  (table).  So  they 
won't  displace  fossil  tiiels  right  away,  if 
ever.  Currently,  nearly  55%  of  the  na- 
tion's electricity  comes  from  coal,  22% 
from  nuclear  reactors,  13%  from  oil  and 
natural  gas,  and  al)Out  9%  from  hydro 
generators.  Wind  and  solar  power-  ac- 
count for  less  than  1%  of  the  total,  a 


share  that's  expected  to  rise  only  slowly. 

Still,  after  being  slashed  by  76%  dur- 
ing the  Reagan  era,  federal  spending 
for  research  on  renewable  energy  will 
climl)  36%  in  fiscal  1994,  to  $347  mil- 
lion. If  this  money  is  used  well,  says 
Robert  L.  San  Martin,  deputy  assistant 
secretary  for  utility  technologies  at  the 
Energy  Dept.,  perhaps  5%  of  U.  S. 
electricity  could  come  from  wind  and 
sun  within  20  vears.  Well  before  then, 


ing  to  the  Worldwatch  Institute,  a  no 
profit  research  body  in  Washington.  Tl 
U.  S.  generates  most  of  this— 65%.  B 
maybe  not  for  long:  Woi-ld watch  exper 
say  that  by  2005  the  European  Comin 
nity  aims  to  be  generating  8,000  Mv/ 
electricity  from  wind,  or  1%  of  its  tot; 
FASTER  SPIN.  Those  windmills  will  1 
more  soijhisticated  than  the  giant  prop> 
lers  that  covered  California's  Altamo 
Pass  in  the  1980s  to  catch  the  power! 
Pacific  breezes.  None  of  those  eai^ 
models  could  generate  electricity  for  Ig 
than  TA<i  per  kilowatt  hour,  50%  md 
than  from  coal  or  nuclear.  But  in  la| 
1991,  a  Kenetech  subsidiary,  U.  S.  Wir! 
power  Inc.,  unveiled  a  better  turbii 
the  33M-'VS.  The  company  is  now  selli 
electricity  from  this  tnachine  for  as  lib 
as  5<t'  per  kwh. 

To  finance  production  of  the  new  tt 
bine,  Kenetech  went  public  in  Septe 
lier,  raising  $92  million.  Alderson  sa 


t 


11 


HOW  ALTERHATIVE  ENERGY  STACKS  UP  Costof  gen 
Coal      Gas     Hydropower  Geothermal  \i 


the  market  opportunities  could  be  tanta- 
lizing. "If  we  supplied  just  1%  of  the 
world's  electricity  by  the  end  of  the  cen- 
tury, we'd  1)0  trucking  along  at  $3  billion 
to  $4  billion  [in  sales]  a  year,"  says  Ge- 
rald R.  Alderson,  president  and  CEO  of 
Kenetech  Inc.  in  San  Francisco,  the  na- 
tion's largest  wind-power  company. 

Wind  power,  in  fact,  "is  on  the  door- 
step of  commercial  reality,"  says  Edgar 
DeMeo,  manager  of  the  solar-power  pro- 
gram at  the  utility-funded  Electric  Pow- 
er Research  Institute  in  Palo  Alto,  Calif. 
Since  1981,  commercial  power  generated 
from  wind  worldwide  has  leajjed  fi'om  15 
megawatts  to  2,652  megawatts,  accord- 


the  coinpany  has  $600  million  in  fiii 
orders  from  such  utilities  as  New  El- 
land  Electric  System,  which  will  1 ' 
roughly  20  Mw  of  wind  power  by  l!i 
Last  April,  meanwhile,  U.  S.  Windpn\ 
formed  a  partnership  with  a  Ukrain 
utility  called  Krimenergo  to  build  a 
Mw  wind  farm  on  the  Cr'imean  penir 
la  in  hopes  of  hastening  the  closun 
nuclear  plants  at  Chernobyl.  The  com 
ny  is  also  negotiating  with  the  Europ| 
Utility  Consortium  to  provide  150  Mv!i 
power— enough  to  run  about  50,lj5 
homes-by  1999. 

Sitting  atop  a  90-foot  tower,  its 
foot-long  blades  facing  into  the  brec 
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33M-VS  looks  like  any  other  wind 
line.  But  it  isn't.  Until  it  came  along, 
nes  spun  at  a  constant  velocity,  no 
er  how  hard  the  wind  blew.  This 
necessary  to  generate  alternating 
;nt  with  a  frequency  of  60  hertz, 
sed  in  the  U.  S.  By  contrast,  the 
(tech  machine  accelerates  or  slows 
I  as  wind  speed  changes,  and  a  com- 
'ized  converter  produces  a  steady 
Ttz  current.  It  thus  captures  more 
fy  as  the  wind  blows  harder-,  and  it 
ake  strong  gusts  without  l)reaking 
earlier  models  did. 
)Wind  Corp.  in  San  Rafael,  Calif.,  is 

well,  too,  with  a  new  turbine  that 
jces  electricity  for  5.3<P  per  kwh. 
lades  spin  at  a  constant  speed,  but 
\;  blade  design  allows  the  turbine  to 

extra  power  from  strong  winds, 
'ind  has  won  its  first  order  for  the 
turbines,  from  Washington  state's 
eville  Power  Administration,  which 
)uild  a  91-unit  wind  farm  by  1995. 
lar  power  is  about  a  decade  behind 

experts  say,  in  the  race  to  be- 


SPINNING  CASH: 
POWER  AT  5(  PER  KWH 
FROM  ALTAMONT  PASS 


11  a 


commercially  feasiljle.  Still,  scien- 
ii'f  steadily  improving  the  efficien- 
-nlar  cells,  a  key  to  getting  prices 
111  July,  scientists  at  the  National 
\al)le  Energy  Laboratory  set  effi- 
V   records  for  two  technologies, 
ilm  cells  made  of  copper  indium 
iiide  and  gallium  converted  15.5% 
I  light  into  electricity,  surpassing 
I  .  mark  for  the  first  time.  Tandem 
iiade  of  gallium  indium  phosphide 
ium  arsenide,  which  soak  up  dif- 
parts  of  the  light  spectrum, 
29.5%  efficiency,  up  from  27.6%. 
Dept.  scientists  say  Martin  Ma- 
Solarex,  Siemens  Solar  Indus- 


tries, and  International  Solar  Electric 
Technologies  ai'e  monitoring  the  develop- 
ments in  thin-film  technology  with  an 
eye  to  making  solar  cells  for  utilities. 
SALTING  IT  AWAY.  SoCal  Edison  is  also 
working  on  solar  advances.  In  partner- 
ship with  Texas  Instruments  Inc.,  the 
utility  is  developing  sheets  of  tiny  photo- 
voltaic cells  made  of  silicon.  These  would 
be  built  into  roof  shingles  or  other  con- 
struction materials  to  generate  electric- 
ity for  hf)mes.  The  cells  now  oi)erate  at 
8.5%  efficiency  and  produce  electricity  at 
16'1'  to  18<t  per  kwh.  Joseph  N.  Reeves, 
research  manager  at  SoCal  Edison,  says 
the  companies  hope  to  hit  9%  efficiency 
before  deciding  early  next  year  whether 
to  commercialize  the  cells.  Despite  the 
high  cost.  Reeves  says,  this  technology 
makes  sense  in  some  situations.  For  in- 
stance, extending  an  electrical  distribu- 
tion line  can  cost  $2(),()()()  to  $50,000  a 
mile.  "If  you  pay  $10,000  or  $20,000  per 
kilowatt  for  a  photovoltaic  system,  that 
still  might  l)e  cheai3ei'  [in  remote  areas]," 
says  Reeves. 

SoCal  Edison  is  also 
leading  a  12-member  con- 
sortium in  a  $48.5  million 
project  called  Solar  Two, 
which  the  participants 
hope  will  generate  as 
much  as  35%  more 
electricity  than  an  earlier 
I)roject  did.  Solar  Two  will 
use  mirrors  to  concentrate 
the  sun's  rays,  then  store 
the  resulting  heat  in  mol- 
ten salt  to  be  drawn  out 
later  to  generate  electric- 
ity at  night  or  on  cloudy 
days.  Salt,  it  turns  out, 
holds  heat  much  longer 
than  did  oil,  the  storage 
medium  in  Solar  One.  The 
new  project  would  let  util- 
ities use  solar  energy  as 
more  than  an  intermittent 
power  source,  says 
Reeves,  and  SoCal  hopes 
to  be  using  it  by  2000. 

The  push  for  alternative 
energy  sources  could  also 
lead  to  more  burning  of 
crops  or  trees  grown  especially  for  that 
purpose.  Some  0.5%  of  U.  S.  electricity  is 
now  produced  this  way,  a  share  that  is 
likely  to  double  l)y  2010.  Georgia  Power 
Co.  in  Atlanta,  for  instance,  burns  as 
much  as  2,000  tons  of  peanut  shells  and 
scrap  wood  a  month  in  place  of  coal. 
Using  wood  is  30%  cheaper  and  reduces 
harmful  emissions,  says  Dwight  H. 
Evans,  executive  vice-president. 

Ti'ue,  alternative  energy  is  still  only 
peanuts  in  the  nation's  energy  mix.  But 
with  more  money  from  Washington  and 
more  support  from  adventurous  utilities, 
the  idea  may  go  further  this  time. 

By  M(iri)  Beth  Regan  in  Washington 
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To  Order  or  Request  Brochure,  Gal 
(800)  753-1016  '  Fax  (802)  626-86 


Cable  TV 


CABLE  BOX  WHOLESALER 

1-800-841-7835 


Best  Prices  •  Best  Service 
All  Major  Brands  Carried 
CALL  FOR  FREE  CA  TALOt 


Cable  Box  Wtiolesalers,  Inc. 
460  West  Roger  Road  #106 
 Tucson.  Arizona  B5705 


FREE  CATALOG!  1-800-345-8 
JERROLD  HAMLIN  OAK  E 

CABLE  TV  DESCRAIVIBLER 


•  Special  prices'  •  Compare  Our  Low  ffff 
Pnces'  •  Orders  From  Stock  Shipped  Immediij 
•  Guaranteed  Warranties  &  Prices!  f> 
•All  Major  Credit  Cards  - 
PACIFIC  CABLE  CO  ,  INC 
7325'/!  Reseda  Dept  872   Reseda,  CA  31|L 
For  catalog,  orders  &  inlo    1  -800-345-81' 


CABLE  TV  DESCRAMBLeI 

CONVERTERS,  ACCESSORIf 

Name  Brands.  Lowest  Prices.  Best  Serk| 
For  FREE  16  page  color  catalog  ca| 

"c^-^S^NriSOO)  234.1©! 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
FAX:  (31 2)  337-5633  OR  WRITE: 


-  —  BUSINESS  ^WEEK 

MahketPlace 


BUSINESS  WEEK  AAARKET-PIA,CE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


FREE 

;BSI  486  SX  CompulCT 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  Th  ese  tree,  two 
cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
irt-time  and  still  retain  the  security  of  your  present  position.  If  you 
irchase  our  software  and  business  program,  we  will  give  you  the  com- 
iter  and  printer.  If  you  already  own  a  computer,  you  may  receive 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
T  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free-. 

1-800-343-8014,  ext.  769 

amputer  Business  Services,  Inc.  (Sheridan,  IN;  317-758-4415) 


usiness  Opportunities 


sike  Money  At  Home 
Your  Computer 

CNdre^'s  Books 

4350  Sigma,  #^J35 
Dallas.  IbW 


;|  1  Your  Own  Business 
'i  onalize  Books  on  A  Computer 
'\  ey,  Warner  Bros,  Mattel  &  NFL 
ij  %  Markup»$1495  Finance 


twi.izi'i)  (;lllM)l{l•:^■s  moKs, 


i\\  investment  Into  that  profitable  buflness  you  have 

reamed  obdUtl  An  excellent  home  operated 
Ui.Mks  s.-II  fa.t  in  stores!  At  fairs!  MaUs!  Or 
I         <in>  where  there  are  people.  It's  easy  to 

11..  .  -riling  our  exciting  line  of  personalized 

iri\  iiiher  exciting  products  available. 

Call  today!  214-248-9100 

Wtd  D  &  K  Enterprises,  Inc. 

IK  3216  Commander.  Suite  101.  Dept  21 

"  CarroUtoD.  Texas  "5006 


Computer  Guides 

tiack  guaranteed  —  for  novice  to  expert 
•  without  this  atl-in-l  Computer  Book 
STEST  &  EASIEST  WA  Y  TO  LEARN: 
dows  Lotus  1-2-3  #1  in  the  West 
d        Excel  Miles  above  the  rest! 

(  Accounting  1-800-US-1 -TECH 
.95  U.  S  Tech  Computer  Users  Guide 

.ley.  P  O  Box  1474.  Culver  CNy  CA  90232 


Computer  Software 


c  Directory  on  Disk 

per  Marlieting  Tool 
tase  Format 
er  100,000  companies 
g.  $495  for  $395-fS&H 
Call  800/361-4908 


elecommunications 


Hers  On  Hold? 


em  about  your  products  or  services 
TI's  Information-On-Hold  system! 
^     Digilal--no  continuous  lapes  to  wearor  break 
Professionally  recorded  mess^es 


1.^^  Call  from  ihe  phone 
f^^Jl^L,  your     niactune  to  rcceivi 

ahfomSfe>n2L,  produa  brixhures  lustanlJy 

l-)-860-5701  ^J12-981-6731^ 


International  Business 


RUBLES 

*  Currency  conversion 

■  Invoices  paid  on  account  In  C.I.S- 

■  Trust  accounts  in  US$  and  Rubles  at 
35%  year  and  up  compound  interest 

*  All  transactions  through  U.S.  company 

Global  Dev.  Inc.  -  Moscow 
For  further  info,  contact  our  U.S. 
office  ph/fax:  517/312-0630 


Financial  Services 


CASH 

WITHIN  24  HOURS 
•  BANK  TO  BANK  TRANSFERS 
•WE  ASSUME  THE  CREDIT  RISK 
CALL  JEFF  FARKASJoll  Free 

800-241-CASH 

ADVANTAGE  FUNDING  CORP 

Giving  Your  Business  the  ADVANTAGE  to  Succeed 


Investment  Services 


Investors  and  Entrepreneurs 


TCN  introduces  investors  and 
entrepreneurs  based  on  mutual 
business  interests  in  a  confidential, 
timely  and  selective  manner 

512/794-  9398  ext.  245 

TCN  is  the  largest  non-profit  economic  develop- 
ment Venture  Capital  Network  in  the  U  S 


Business  Training  Videos 


.^"^  JOHN  CLESE 

and  his  humorous  BUSINESS  TRAINING  VIDEOS  on: 

QUALITY,  MANAGEMENT,  SELLING, 
CUSTOMER  CARE  and 
MEETING  BREAKS. 

FREE  catalog: 

VIDEO  ARTS 

1-800-553-0091  Ext.  241 


Gourmet/Specialty  Foods 


Hot  Air 


Discover  BERKOFFS  Multi-Use' 


Microwave 


"PRE-SEASONED  POPCORM  KERNELS" 


They're  Scnsationai..  Three  Waysl 

Savory  Snack  -  Croutons  or  Crunchy  Cereal    \  ^o^^ 

"  '    \  *j 


12oz.  TRIAL  PAK 

Includes  New  'Micro-Bag' 


$2. 


47 


ORDER  TOLL-FREE  (24  hrs.)  1-800-397-1685 


Holiday  Gifts 


TOUCH  THE  ORIGINAL  Books 
SUN  TZU  -The  An  of  War"  ....  $29.95 
MACHIAVELLI  The  Prince" . .  .  .$29.95 
LINCOLN  'Sel.Speeches/Writlngs"  $19.95 

No  SHIPPING  CHARGE.  $10  TO  BE  ON  .MAILING 
LIST  100%  REFLINDABLE  WITH  FIR.ST  ORDER. 

SPARTAN  BOOKS  OF  MAINE 
P.O.  Box  1645 
Presque  Isle,  ME  04769 


Corporate  Gifts 


GOURMET  COFFEE 
OF  THE  MONTH  CLUB 

Send  your  clients  a  constant  reminder  of 
your  businesses  appreciation  Each  month, 
your  clients  will  enjoy  a  different  featured 

coffee  dehvered  to  their  home  or  office 
Exquisite  flavor,  aroma  and  appearance  The 

perfect  gift  for  clients,  family  or  yourself 

CALL  THE  BEAN  TREE 
1-800-948-8844 


Corporate  Gifts 


GOLD  PLATED  TROPHY  AND  RING  INSIDE 


TAKE  ME  OUT  TO 
THE  BOARD  GAME 

Players:  2  to  4.  Ages:  5  to  Adult 
Equipment:  28  Mini  MLB  Team 
Helmets.  Game  Board.  Replica 
Championship  Trophy  &  Ring.  40 
World  Series  Ticket  Chance  Cards. 

Limited:  25,000  EdiUons 
VISA  •  MASTERCARD  •  AMER  EXP. 


IDEATEAM,  INC.  I 


r-1 


1993 


CALL:  1  *  800  *  MLB  *  GAME 

$39.95  plus  $5.00  S&H  •  Guaranteed  Christmas  Delivery  if  by:  12/5/93 


Corporate  Gifts 


Build  Your  Image' 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products, 

1-800-792-2277 

DEPARTMENT  705 

FAX  1-510-786-1111 


The  Corporate  Choice' 


America's  Choice  for  corporate 
I  identity  apparel  and  merchandise  I 


FOR  AD  RATES  AND  INFORMATION 
PHONE;  (312)  337  3090 
FAX:  (312)  337-5633  OR  WRITE: 


Real  Estate 


Foreclosed  Gov't  Homes 
and  Properties  Now 

Available. 
Low  Down  Payment 
No  Closing  Costs 
To  Buy  or  Invest  Call  Toll  Free! 
1-800/436-6867  Ext.  R-1522 


Government  Surplus 


Cars,    Trucks,  Boats, 
Motorhomes  and  More. 
All    Gov't    Seized  and 
Surplus  Items  Sold  at 
Unvelievable  Prices! 
To  Buy  or  Invest 
Call  Toll  Free! 
1-800/436-6867  Ext.  A-1550. 


Financial  Services 


WILL  YOU  HAVE  ENOUGH  MONEY 
TO  RETIRE  COMFORTABL  Y? 

ANNOUNCING 

RETIREMENT  PLANNING 
YOU  CAN  AFFORD! 


FOR  OHLr  $39  93  RECEIVE 
A  PERSOMALIZEO  COMPREHENSIVE  MALrSIS,  DETAILING 
HOW  YOU  CAN  FULFILL  YOUR  FINANCIAL  DREAMS 
• 

rOUR  20  PAGE  REPORT,  COMPLHE  WITH 
CHARTS  AND  GRAPHS  WILL  HELP  TOO  DETERMINE 

•  THE  FUTURE  VAIUE  OF  JOUR  RETIREMENT  PUNS 
'THE  BEST  INVESTMENT  MIX  EOR  TOU 

■  VEABLV  INCOME  YOU  LI  NEED  TO  REACH  YOUR  RETIREMENT  GOALS 


FOR  FREE  DETAILS  WRITE  TO: 

5434  PERKIOMEN  AVE  »310,  READING,  PA  19606 
A  CLEARER  VISION  OF  TOMORROW 


^^BU  SI  NESS  ^WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Presentation  Equipment 


3  Year  Worranty 
Made  in  Ihe  USA 


Newsletters 


'mm, 

IP,  ■■■■ 

The  newsletter  about  the  technologies 
of  tomorrow  —  today.  To  get  the 
business,  technical  and  investment 
information  you  need  to  keep'up  with 
advances  in  technology,  call  or  fax  (505) 
237-1070  for  a  sample  issue.  A  one  year 
subscription  is  $450  in  the  USA, 

TECHNOLOGIES 

OMORROlU 

Technologies  Tomorroui 

P.O.  BOK  21897 
RIbuquerque,  NM  87154-1897 

Jewelry 


The  Diamond  Tennis  Bracelet! 

Factory  Direct! 

Save  up  to  80%  Off  Retail! 

100%  Money  Back  Guarantee! 

Choose  from  Traditional  or  S-Link  V2  Ct.  $249 
styles,  handcrafted  in  solid  14  Kt  1  q.  $349 
Gold  with  Quality  Diamonds.         2  Ct.  $599 

George  Thompson 

g      Diamond   Company  j]^ 

S    800-577-0005  m 

500  Esplanade  Drive,  Oxnard,  CA  93030 


MAKE  YOUR  PRESENTATIOt 
MORE  EFFECTIVE  ' 


LASER  P 

ideal  For 

•  speakers  •  Teachers 

•  Executives  •  Trainers 


•  1  Year  Warranli'  •  <  5mW  Power' 

•  Range  up lo  1 00  yds 

•  2  AAA  Batteries  Included 
DEALER  mumiES  WELCOME! 

55  Oak  Court.  Danville,  CA  94326 
Tel  51C-820-1763  •  Fax  510-820-8738 


800-854-6686  DEPT.  H 


Art/Collectibles 


World's  Largest  Bronze  SuppI 

FREDERIC  REMINGTC 
BRONZE  COLLECTION, 
BRONCO 


BUSTER 


$14 


"Lost  wax  casting' 

Henry  Boivna 
Bronze  Co. 
and  associat  - 

4305  S.  Highway  17 
Casseiberry.  FL  32 


407/339-9103  •  1-800/521-31?' 

Call  or  Write  for  Catalo| 

Marble  bases  and  shpg  &  hdlg  additioii. 


ADVERTISE  IN  THE  SKS/A/ESS  l/!/^EE/C  MARKETPLACE... 
AND  REACH  6.5  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  October  24. 


NAME: 


COMPANY: 
ADDRESS: 
CITY:  


PHONE: 


Mail  or  fax  to: 


STATE: 
FAX: 


ZIP: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 
Phone  312/337-3090  •  Fax  312/337-5633 


evelopments  to  Watcl 


;d  by  ruth  coxeter 


IE  MOON  IS  MADE  OF . . . 

I  UNLIMITED  ENERGY  SOURCE? 


Tlie  isotope  known  as 
helium  3  would  be  an 
ideal  fuel  for  nucleai'  fu- 
sion, a  potentially  unlim- 
ited source  of  clean  ener- 
gy. Unfortunately,  the 
isotope's  concentration  in 
naturally  occurring  heli- 
um is  just  one  part  per 
100  million— too  sparse  to 
harvest.  So  Japan's  Min- 
istry of  International 
Tirade  &  Industry  is  eye- 
ing the  moon,  which  sci- 
entists believe  contains 
rare  isotope  in  abundance.  The  sizable  challenge:  to  reach 
moon,  harvest  che  He',  and  bring  it  home, 
b  help  brainstorm  a  way  to  do  all  this,  miti  has  enlisted 
vasaki  Heavy  Industries,  Nissan,  Hitachi,  and  17  other 
companies.  But  even  with  corporate  support,  Japan  will 
bably  need  to  stand  on  NASA's  shoulders  to  master  the  se- 
.s  of  space  travel,  lunar  bases,  transport  vehicles,  and 
miques  to  separate  He-'  from  lunar  sand.  Right  now,  says 
official,  "this  is  barely  even  a  feasibility  study."  miti  won't 
.ment  on  the  cost,  although  such  projects  typically  run 
ut  $250  million.  If  all  goes  well,  MITI  says  the  first  moon 
lings  could  occur  in  2020. 


X  CAR  THIEVES, 

Y  TO  DRIVE  THIS  ONE  OFF 


tost  automotive  antitheft  devices  have  a  fatal  flaw.  Hard- 
ened-steel braces  can  be  defeated  by  cutting  through  the 
'ring  wheels  they're  attached  to.  And  thieves  can  get  past 
le  electronic  systems,  which  use  radio  frequencies  to  lock 
unlock  cars,  by  lurking  nearby,  recording  the  signals, 
playing  them  back  after  the  owner  walks  away, 
i.  33-year-old  French  design  engineer,  Michel  Malvy,  is 
latest  to  enlist  in  the  antitheft-  forces.  His  Malvy  Lock  di.s- 
ages  the  steering  wheel  from  the  steering  column  so  it 
IS  fi-eely,  making  it  impossible  to  drive  the  car.  The  wheel 
eengaged  by  inserting  an  ignition  key  that  comes  in  4  bil- 
possible  variations.  The  mechanism  is  enclosed  in  an  ar- 
•-plated  box  between  the  wheel  and  steering  column.  Start- 
early  next  year,  Malvy  Technology  Inc.  in  Oklahoma  City 
ects  to  sell  the  lock  and  a  new  steering  wheel  for  about 
0  to  $800,  says  Chief  Executive  J.  Stephen  Smith.  To  fit 
lock  to  the  existing  steering  column  would  cost  about 
0  more. 


COOLER  WAY 

I  MELT  JUNKED  TIRES 


he  3  billion  discarded  tires  in  the  U.  S.  are  a  blight  on  the 
landscape— and  a  waste  of  natural  resources.  Titan  Technol- 
3S  Inc.  in  Albuquerque  says  a  secret  brew  of  catalysts 
ted  to  450F  breaks  down  tires  into  their  components- oil, 
bon  black,  and  steel— which  can  then  be  reused.  Titan 
s  other  processes  require  temperatures  of  1,000F  or  high- 
create  more  pollution,  and  produce  fewer  useful  byprod- 


ucts. Another  Titan  blend  of  catalysts  breaks  down  plastics 
and  composites  into  simple  hydrocarbons  for  reuse  as  chemi- 
cals and  fuel.  In  tests.  Titan  has  broken  down  plastic  beads 
that  the  U.  S.  Air  Force  uses  to  blast  paint  off  aircraft,  says 
1st  Lieutenant  Phillip  P.  Brown,  an  environmental  research  en- 
gineer at  Tyndall  Air  Force  Base  in  Panama  City,  Fla. 

Titan's  tire  technology,  acquired  from  inventor  Floyd  Wal- 
lace in  1990,  is  turning  heads.  Geo  Technologies  Corp.  in  Or- 
ange, Calif.,  which  has  worldwide  marketing  rights,  has  sold 
systems  to  two  Korean  companies.  They  are  nearing  com- 
pletion of  tire-recycling  plants  based  on  Titan's  design,  says 
Geo  Vice-President  John  H.  Park. 


NASA  PIANS 

A IIHLE  SILICON  VALLEY'  IN  SPACE 


Semiconductor  materials  may  soon  be  made  in  space,  if 
NASA's  plans  work  out.  The  next  Space  Shuttle  Discovery 
mission,  set  for  Jan.  21,  will  launch  and  retrieve  a  small  orljit- 
ing  factory,  called  the  Wake  Shield  Facility,  that's  designed  to 
produce  near-perfect  gallium  arsenide  wafers.  Later  missions 
may  make  other  thin  crystalline  films  for  lasers  or  superfast 
computer  circuits.  Gallium  arsenide  wafers  can  be  made  on 
earth  by  laying  down  ultrathin  layers  of  molecules  in  a  vacu- 
um. But  even  the  best  earthly  vacuums  contain  atoms  that 
contaminate  crystals  and  slow  electronic  signals  inside  fin- 
ished chips. 

Since  even  space  isn't  a  perfect  vacuum,  crystals  will  be 
grown  behind  a  12-foot-wide  shield  in  a  process  that's  con- 
trolled by  computer  from  earth.  The  stainless-steel  shield 
will  block  unwanted  atoms,  creating  in  its  wake  a  vacuum 
10,000  times  purer  than  anything  on  earth.  The  space-grown 
crystals  could  be  used  to  make  computer  chips  that  are  up  to 
eight  times  as  fast  as  those  made  from  silicon— and  three 
times  as  fast  as  today's  gallium  arsenide  chips,  says  Alex  Ig- 
natiev,  director  of  the  Space  Vacuum  Epitaxy  Center  at  the 
University  of  Houston.  It  designed  and  built  the  orbiting  min- 
ifactory  with  Space  Industries  Inc.  in  League  City,  Tex. 


MOUSE  SMELLS  MOUSE, 
LEAVES  HOUSE 


Researchers  at  India- 
na University  have 
a  new  weapon  against 
household  mice:  the 
smell  of  other  mice.  In 
nature,  male  mice  with 
high  levels  of  testoste- 
rone mark  their  territo- 
ry by  secreting  potently 
scented  oil  in  their  urine. 
That  scares  off  other 
mice.  Indiana  scientists 
have  been  able  to  isolate 
and  synthetically  repro- 
duce the  oil  in  a  form 
that  scares  off  mice  but  escapes  detection  by  human  noses. 

Canisters  or  pest  strips  containing  the  substance  should 
be  strong  enough  to  keep  mice  away  from  closets,  basements, 
and  warehouses.  Research  Corporation  Technologies,  a  technol- 
ogy-transfer company  in  Tucson,  holds  a  patent  for  the  mouse 
repellent.  RCT  scientist  John  E.  Creange  says  the  substance 
needs  to  undei'go  more  testing,  but  at  least  one  company. 
Reliable  Biopharmaceutical  Corp.  in  St.  Louis,  is  interested  in 
producing  it  commercially. 
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airs 


JURIES  I 


SHOULD  BUSINESS  BE 
AFRAID  OF  JURIES? 


The  stereotype  of  out-of-control  Robin  Hoods  may  be  outdated 


What  do  an  investment  bank, 
an  auto  maker,  and  a  law 
firm  have  in  common?  The 
answer:  They  all  suffer  fi'om  some  strain 
of  juryphobia. 

Salomon  Brothers  Inc.  asks  business 
partners  to  waive  a  jury  trial  should  a 
disagreement  arise— preferring  instead 
to  face  only  a  judge.  General  Motors 
Corp.  settles  disputes  with  its  Saturn 
dealers  before  an  arbitration  panel  made 
up  of  Saturn  employees  and  retailers. 
Its  decisions  are  binding.  And  the  New 
York  law  firm  of  Paul,  Weiss,  Rifkind, 
Wharton  &  Garrison  paid  $45  million  in 
September  to  settle  a  civil  ca.se  with 
the  government— even  though  the  firm's 
lawyer  contends  his  client  would  have 
fought  the  charges  had  the  government 
agreed  to  drop  its  demand  for  a  jury 
trial.  These  companies  and  many  oth- 
ers are  working  hard  to  sidestep  ju- 
ries—a legal  vehicle  considered  by  many 
to  be  too  costly,  too  time-consuming, 
and  just  too  risky.  "It's  like  playing  with 
loaded  dice,  and  you're  on  the  wrong 
side,"  says  Jonathan  A.  Marshall,  a  New 
York  patent  attorney. 

Much  of  the  uneasiness  has  been  fu- 
eled by  megaverdicts  and  the  publicity 
that  follows.  Remember  the  S1.2  billion 
award  Litton  Industries  Inc.  won  in  Sep- 
tember from  Honeywell  Inc.  in  a  pat- 


ent case?  Or  when  GM  was  hit  in  Febru- 
ary with  a  $105  million  verdict  awarded 
to  the  parents  of  a  teenager  killed  in 
one  of  its  pickup  trucks— of  which  $101 
million  was  in  punitive  damages?  Or  the 
granddaddy  of  them  all,  the  $10.5  bil- 
lion awarded  to  Pennzoil  Co.  in  1985  in 
its  fight  with  Texaco  Inc.?  "The  jury  is 
probably  the  No.  1  factor  that  swings 
all  of  the  parties  to  look  at  alternative 
means  of  settling  disputes,"  says  Julie  A. 
Welborn,  litigation  management  direc- 
tor at  Liberty  Mutual  Insurance  Co. 
OVERBLOWN?  Corporate  fears  are  ex- 
plained by  one  viewpoint  perennial  in 
the  business  world:  Juries  are  sympa- 
thetic to  plaintiffs,  and  they  distrust  de- 
fendants. They  maintain  that  jury  trials 
too  often  are  used  to  force  monied  de- 
fendants to  redistribute  the  wealth.  "A 
lot  of  people  feel  that  if  you  can't  win 
the  lottery,  maybe  you  can  win  a  good 
lawsuit,"  observes  Donald  Vinson,  chair- 
man of  DecisionQuest,  a  consulting  firm 
that  helps  lawyers  analyze  jury  pools. 

But  Corporate  America's  fear  of  juries 
may  be  overblown.  Three  independent 
studies  of  jury  verdicts  and  jurors"  atti- 
tudes completed  within  the  last  year 
suggest  that  the  litigation  explosion  is  on 
the  wane.  In  fact,  the  studies  show  that 
plaintiffs  are  actually  losing  a  greater 
proportion  of  cases  today  than  they  have 


in  many  years.  Plaintiffs  won  63%  of 
personal  injury  claims  against  busine: 
es  in  1988;  in  1992,  they  won  only  5^ 
of  them,  according  to  a  study  to  be  i 
leased  in  November  by  Jury  Verdi 
Publications  (chart).  In  every  category 
personal  injury  litigation  over  the  ps 
five  years,  except  those  involving  au1 
mobile  accidents,  the  percentage  of  pla 
tiffs'  victories  have  decreased. 

Jury  Verdict's  study,  which  looks 
everything  from  product  liability  to  s« 
ual  harassment  in  the  workplace,  al 
refutes  the  popularly  held  notion  th 
juries'  monetary  awards  are  increasir 
ly  out  of  control.  On  the  contrai 
awards  have  remained  relatively  cc 
stant  in  the  past  five  years.  "The  r 
tion  that  juries  are  wild,  unpredictab 
and  capricious  is  just  not  true,"  sa 
Marc  S.  Galanter,  a  professor  at  t 
University  of  Wisconsin  Law  Schoi 
"People  have  very  distorted  views  abo 
what  juries  do." 

In  the  area  of  product  liability,  t 
most  controversial  and  high-profile  '. 
gal  arena,  the  data  are  even  more  st£ 
tling.  Defendants  last  year  won  57% 
those  cases  brought  by  individuals,  coi 
pared  with  only  46%  in  1989,  the  stu( 
shows.  The  number  of  product -liabili 
suits  filed  is  also  down.  Excluding  asb( 
tos  matters,  cases  filed  in  federal  cou 
dropped  to  their  1985  level  in  1991  wi 
12,413  filings,  down  from  a  high 
18,679,  another  study  reveals.  For  mai 
plaintiffs'  lawyers,  the  news  on  juri 
merely  supports  what  they  have  knov 
all  along.  "Juries  don't  give  away  tl 
kitchen  sink,"  says  Lee  S.  Kreindler, 
New  York  plaintiff's  lawyer.  "Plaint 
bias  has  been  overstated." 

The  apparent  trend  away  from  sk 
high  verdicts  and  escalating  litigation 
so  palpable  that  even  tort  reformer 
whose  arguments  are  undercut  by  e^ 
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LEGAL  AFI 


The  most  helpful, 
dependable  drivers. 


Night  driving 
"  schedules. 


Resources  of  the  nation's^ 
most  stable  LTL  carrier. " 


High  performance 
-regional  next  day 
service  nationwide. 


"Over  3000  lanes  — 
lationwide  and  growing. 


EDGE®electronic 
^  data  services. 


Designed  for 
future  expansion. 


Freight  moves  fastest  through 
Intr America "  hubs. 


ow  We  Built  The  Best  Next  Day 
LTL  Service  On  The  Road  Today 

At  Overnite,  we've  built  the  perfect  vehicle  for  all  your  next  day  LTL  shipments^.<7>-^ 
liteliner.  It  takes  shipments  more  places  and  greater  distances  next  day.  It  has  more  COV[RHITt)  ^ 
lext  day  lanes  nationwide,  so  you  can  use  the  same  next  day  carrier  regardless    iviteline  tl®  ^ 
f  region.  Niteliner.  It's  the  best  next  day  service  on  wheels.  Next  Day  lob  Done.'" 

-  For  a  free  map  of  our  Niteliner®next  day  routes  in  California,  call  1-800-273-7810. 


O  rdor  You  r  Tic  Rets  Today 


Loge 

Gener 

Mon 

Nov 

1 

9am  ■ 

S8 

7pm 

S18 

Sid 

S10 

Tues, 

Nov 

2 

9am- 

S8 

7pm 

S13 

SM 

S10 

Wed. 

Nov 

3 

10  am- 

S8 

7pm 

S18 

Su 

SIO 

Thur, 

Nov 

4 

10  am- 

S8 

7pm 

S18 

SM 

S10 

Fri, 

Nov 

5 

11  a  m  • 

S8 

7pm 

See 

S20 

S13 

Sat 

Nov 

6 

1  p  m 

Weekend 

S20 

S13 

7pm 

Courtside 

S20 

S13 

Sun. 

Nov 

7 

1  30p  m 

Plan 

S25 

S15 

'Daylime  match  limes  are  sub[ect  to  change  General  Admission  Tickets 
available  al  the  door  ONLY 

S75  Weekend  Loge  Plan 

Onf?  seat  m  the  first  five  rows  of  the  loge  for  Friday  night, 
both  Saturday  semilinals  and  the  Sunday  finals 

$100  Weekend  Courtside  Plan 

One  Courtside  seat  for  Friday  night,  both  Saturday  semifinals 
and  the  Sunday  finals 
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S200  Golden  Circle  Box  Plan 

(Single  seats  tot  week) 

In  the  first  four  rows — includes 

free  preferred  parking 

(one  pass  for  each  two  tickets) 

and  access  to  the  VIP 

Courtside  Club 

S750 Season  Box  Plan 

(Set  ot  4  seats) 
First  lour  rows— includes  2 
preferred  parking  passes, 
company  signage,  program 
listing,  access  to  the  VIP 
Coudside  Club  and  4 
invitations  to  the  "Meet  The 
Players  Party".  Tuesday 
evening  November  2nd 


To  order  Individual  tickets  call 


WHEREHOUSf  I  TOWER 

510-  762- A 
•  408-990 

b/mel  to  conr, 


For  Box  Seat  and  Weekend  Ticket  Plans  call: 

41 5-296-7676 


For  groupdiscountsof  ten  or  more,  please  call  (41 5)  332-2447, 


BANKtSTeWEST 
C  L  A  s  s  1  c 


V        V  \' 


JH     KPIX5  ^^^5 


Your  power  goes  out,  and  your 
lones  go  down.  Your  phones  go 
)wn,  and  your  business  goes  down. 

The  next  time  you're  waiting 
r  a  phone  problem  to  be  fixed, 
)nsider  this. 

Consider  a  phone  system  that  is 
onitored  24  hours  a  day  with  back- 
)  generators  on  site  to  keep  it  up 
d  running.  A  system  that  is  located 
the  same  building  as  the  person 
10  services  it. 


The  next  time  your  phone  system 
goes  down,   make  a  note  to  call  us  later 


That  system  is  Centrex  and  it's 
lated  and  maintained  at  Pacific  Bell. 

Because  it's  not  necessary  to  have 
itching  equipment  on  your  premises 
th  Centrex,  the  phones  can  work 
en  if  you  have  no  power  in  your 
ilding.  That's  why  companies  who 
e  and  die  by  their  phones  trust 


Centrex  to  provide  the  relial)ilitv 
no  other  plione  system  can  matcli. 

If  you  need  to  add  lines  or  fea- 
tures, vou  just  call  Pacific  Bell 
and  tell  them.  Because  the  system 
is  maintained  there,  features  can 
usualh'  be  added  without  a  service 
call.  And  because  Centrex  can 


expand  to  anv  size,  vou  never  have 
to  invest  another  dollar  in  switching 
equipment  to  add  lines. 

So  ii  the  phones  are  critical  to 
your  business,  call  Pacific  Bell  at 
1-800-PAC  BELL  (ext.  362),  or  call 
an  authorized  sales  representative, 
and  ask  about  Centrex. 


entrex  Reliability      PACIFICmBELL    "Good  e  n  o  u  gh  "  i  s  n  '  t : 


A  Pacific  Telesis  Company 
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WITH  A  GOLF  PERFORMANCE  EVALUATION. 


Want  to  hit  farther?  More  accurately?  And  improve  your  fitness  so  you'll 
stretch  your  playing  days,  too? 

Then  sign  up  for  a  GOLF  PERFORMANCE  EVALUATION  AT  CENTINELA 
HOSPITAL'S  FITNESS  INSTITUTE,  the  official  research  and  testing  center  for 
the  PGA  TOUR  and  Senior  PGA  TOUR. 

The  evaluation  is  a  series  of  tests  developed  by  the  medical  director  of 
the  PGA  TOUR  and  Senior  PGA  TOUR,  it's  based  upon  biomechanicol  research 
working  with  professional  golfers  at  Centineia  Hospital  Medical  Center. 

First,  our  sophisticated  swing  analyzer  and  split-screen  videotape  analysis 
will  identify  weaknesses  in  your  game.  We  then  test  your  strength  and 
flexibility  using  computerized  Cybex  equipment.  YouH  also  receive  a  personal- 
ized, golf -specific  exercise  program  and  a  written  analysis  of  your  technique 
by  a  teaching  pro.  Your  own  club  pro,  if  you  like.  And  every  Golf  Performance 

Evaluation  includes  the  same  physical 
exam  we  give  the  pros. 

SIGN  UP  FOR  THE  GOLF 
PERFORMANCE  EVALUATION 
TODAY. 


PTHESS  INSTITUTE 


A  Nonprofit  Medical  Facility 
666  Green  Valley  Circle 
Culver  City,  CA  90230 


Billion-Dollar  Loan  Package. 
New  K&lD  Tax  Credits. 
Customized  Job  Training. 
FastTrack  Permitting. 
Utilities  Assistance. 


''They're  up  to  something!' 


You  bet  we  are:  To  draw  your  business  to  Connecticut,  we're  offering  one  of 
America's  most  innovative  incentive  programs.  For  CONNECTICUT 

our  free  information  package,  call  1-800-392-2122.      The  State  That  Thinks  Like  A  Business. 
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What  do  we  have 
in  common  with  the 
major  brokerages? 

Credentials. 


Their  investment  experience. 


Our  investment  experience. 


At  BA  Investment  Services,  our  Investment  Specialists  have  spent  years  in  the  business  of  investing. 
In  everything  from  government  bonds  to  equity  mutual  funds.  And  they're  all  licensed  by  the  National 
Association  of  Securities  Dealers. 

So  why  come  to  us  instead  of  another  brokerage?  In  short,  the  personal  attention  you  get  when  you  meet 
with  an  Investment  Specialist  at  your  BofA  branch.  Whether  your  needs  are  short  or  long  term,  for  income, 
tax  advantages  or  capital  growth,  we  make  it  a  point  to  tailor  every  recommendation  to  the  goals  you've  set  for 
yourself  And  go  over  the  details,  one  on  one. 

To  make  an  appointment,  just  call  1-800-404-BofA, 
ext.  10.  And  work  with  a  broker  with  an  uncommonly 
deep  commitment  to  personal  service. 


•  Mutual  Funds  •  Stocks  •  Bonds 
Annuities  •  Self-directed  IRAs  •  Money  Market  Funds 
•  US  Treasury  &  Municipal  Securities 


BA  Investment  Services,  Inc. 


L  l99i  BA  Investment  Senices.  Inc.  IBAIS)  is  a  registered  broker-dealer  and  member  NYSE/SIPC.  Annuities  are  made  available  by 
Bank  of  America  NT<&SA.  as  agent.  Securities  and  annuities  are  not  bank  deposits,  are  not  insured  by  the  FDIC  or  any  other  government 
entity,  and  are  not  obligations  of  or  guaranteed  by  Bank  of  .America  or  any  of  its  affiliates.  Investments  in  securities  and  annuities 
involve  investment  risks,  including  possible  loss  of  principal.  BAJS  is  a  wholly-owned  subsidiuiy  of  Bank  of  America  NT&SA. 
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i  of  sane  juries,  are  acknowledging 

fact,  they  are  taking  credit  for  it, 

ing  to  their  campaigns  to  educate 
,  jublic  about  the  economic  conse- 
•  ces  of  excessive  verdicts.  But  Wil- 

D.  Fay,  executive  director  of  the 

uct  Liability  Coordinating  Commit- 

^autions  his  allies  from  getting  too 

3d.  "The  trend  we 

an  always  reverse 

ther  way,"  he  says. 

r  now,  it  appears 

jurors  are  indeed 

ing  more  on  the  fi- 
I  ial  implications  of 
decisions.  Valerie 
I  ins,  a  professor  of 

lology  at  the  Uni- 
ty  of  Delaware, 
!  /iewed  hundreds  of 

s  and  concluded 

they  are  generally 
I  isiness.  Hans  says 

■s  are  very  con- 

fd  about  what  role 

tiffs  may  have  had 

ntributing  to  their 

ies  as  well  as  the  economic  impact 
'  rdicts  on  the  marketplace  and  their 

wallets.  "'Jurors  are  not  Robin 
i  s,"  she  says.  "Americans  generally 

ve  that  what's  good  for  business  is 

for  the  country." 

third  study  dispels  yet  another 
ly  held  view— that  judges  are  more 
I  jfendant  than  juries.  A  Cornell  Law 
?u'  study  of  verdicts  in  federal 


courts  reveals  that  plaintiffs  in  product- 
liability  cases  win  48%  of  the  time  tefore 
judges,  compared  to  only  28%  with  ju- 
ries. The  evidence  is  much  the  same  in 
medical  malpractice  suits,  with  judges 
ruling  half  the  time  for  plaintiffs,  while 
juries  find  liability  in  only  29%  of  the 
cases.  The  study  finds  little  difference 


JURIES  ARE  FINDIHG  ...AND  AWARDS  ARE 
FOR  COMPANIES  MORE...      HOLDING  STEADY 


CHANCE  Of  A  PUINTIFF  WINNING 
AGAINST  A  CORPORATION 


▲  PERCENT 


'92  '88       '89  '90 

▲  THOUSANDS  OF  DOLLARS 
DAnjURYVERDia  PUBLICATIONS 


between  the  outcomes  of  other  types  of 
cases  tried  before  judges  and  juries.  "I 
attribute  the  results  to  the  fact  that 
plaintiffs'  lawyer's  have  too  much  faith  in 
juries  and  defendants'  lawyers  have  too 
much  fear,"  says  Theodore  Ei-senberg, 
a  Cornell  Law  School  professor  who  co- 
wrote  the  study. 

Still,  no  academic  endeavor  can  pro- 
vide the  definitive  word  on  how  fair— or 


unfair—juries  are.  They  don't  take  into 
account  suits  that  may  be  frivolous  but 
are  settled  anyway  by  defendants  to 
avoid  costly  and  protracted  litigation. 
They  don't  reflect  the  diverse  attitudes 
of  jurors  from  different  geographical 
areas.  And,  as  with  any  disputed  theory, 
studies  can  be  found  to  show  that  busi- 
ness is  in  as  much  legal 
trouble  as  ever.  Vinson, 
the  jury  consultant, 
says  his  research  indi- 
cates that  more  than 
half  of  all  jurors  hear- 
ing product-liability  cas- 
es come  into  court  be- 
lieving manufacturers 
are  guilty  of  wrongdo- 
ing. In  employment  liti- 
gation, the  presumption 
of  guilt  is  about  70%. 
"Having  been  in  the  line 
of  fire,  working  with 
real  litigants  on  real 
cases,  I  can  tell  you 
that  Corporate  America 
has  a  lot  to  be  worried 
about,"  Vinson  says. 

Maybe  so.  But  if  these  studies  are 
any  indication,  businesses  are  becoming 
more  adept  at  overcoming  many  of  the 
innate  biases  of  juries.  That's  one  sign 
that  the  system,  flawed  though  it  may 
be,  is  working— welcome  news  for  any- 
one heading  to  court,  no  matter  which 
side  they're  on. 

By  Linda  Himelstein  in  New  York 


JAPAN  IN  THE  DOCK:  BEWARE  OF  THE  BASHERS 


:|  he  one  time  U.  S.  companies  don't 
mind  a  trip  to  the  courthouse  so 
much  is  when  their  adversary  is 
)ign— especially  Japanese.  The  $96 
ion  verdict  against  Minolta  Camera 
last  year  in  a  patent  dispute  with 
leywell  Inc.  is  often  cited  as  an  ex- 
)le  of  how  powerful  the  home-court 
antage  can  be.  "Some  of  my  clients 
worried  that  the  jury's  emotional 
^tions  might  lead  to  excessively 
ih  penalties,"  says  Toshiaki  Hase- 
'a,  a  Tokyo-based  attorney  specializ- 
in  patent  suits. 

'hese  worries  may  be  somewhat 
;ified.  Litigation  Sciences  Inc.,  a 
I  consulting  firm,  has  developed  a 
eial  scale  for  its  Japanese  clients 
:  tracks  anti-Japanese  bias  among 
erican  jurors  coast  to  coast.  "In 
;ain  parts  of  the  country,  people 
ne  the  Japanese  for  job  loss  and 
ative  economic  conditions,"  says 
lert  D.  Minick,  managing  director  of 
gation  Sciences'  New  York  regional 
:e.  Another  jury  consulting  firm, 
usionQuest,  has  found  repeatedly 


that  mock  jurors  make  different  deci- 
sions when  presented  with  identical 
cases  except  for  the  nationality  of  the 
defendant,  which  is  changed  from 
American  to  Japanese.  And  Robert  T. 
Greig,  a  New  York  lawyer  specializing 
in  Japan,  says  Japanese  companies  rou- 
tinely choose  to  settle  cases  because 
they  believe  they  won't  get  a  fair 
shake  from  an  American  jury. 
BAD  REPUTATION.  Outwardly,  Japanese 
companies  are  loathe  to  characterize 
U.  S.  juries  as  biased,  fearing  that  any 
criticism  will  antagonize  their  American 
counterparts  and  intensify  the  debate 
about  the  shortcomings  of  their  own  le- 
gal system.  "The  U.  S.  court  system . . . 
is  not  a  problem  if  you  know  what  you 
are  doing,"  said  Sony  Corp.  Chairman 
Akio  Morita  in  an  interview  on  Japa- 
nese television  last  year.  The  Japanese 
do  complain  about  U.  S.  jurors'  ability 
to  grapple  with  technical  issues  that 
arise  in  business  disputes— a  problem 
they  admit  also  exists  in  their  country. 

Still,  there  are  numerous  instances 
in  which  U.  S.  jurors  find  in  favor  of 


Japanese  and  other  foreign  defendants. 
And  many  lawyers  argue  that  stories 
about  jurors'  prejudices  are  not  cred- 
ible. "It  doesn't  make  any  difference 
if  a  defendant  is  German,  Japanese  or 
whatever,"  says  Kenneth  B.  Herman,  a 
patent  lawyer  who  has  tried  many  cas- 
es involving  Japanese  defendants.  "Ju- 
ries don't  have  these  biases." 

Whether  they  do  or  don't,  Ameri- 
ca's reputation  for  litigiousness  and 
bias  creates  problems.  U.  S.  lawyers 
with  foreign  clients  say  impressions  of 
the  American  legal  system  are  causing 
international  companies  to  use  British 
law  instead  of  U.  S.  law  whenever  pos- 
sible to  craft  deals.  Some  lawyers  even 
say  some  clients  resist  U.  S.  markets 
altogether  because  of  litigation  fears. 

While  such  setbacks  do  occur,  most 
international  legal  experts  say  the  ad- 
vantages of  doing  business  in  the  U.  S. 
ultimately  outweigh  any  negative  im- 
pressions of  American  juries.  Just  as 
long  as  they  don't  get  sued. 

By  Linda  Himelstein  in  New  York, 
with  Neil  Gross  in  Tokyo 
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Investing  ii 


FUNDS:  DON'T  IGNORE 
THE  IN-HOUSE  BRAND 

 ,  ,  ,  II 


■■ime  was,  you  had  good 
reason  to  wonder  if  your 
H  broker  had  your  hest 
interest  at  heart  if  he  pitched 
a  mutual  fund  with  his  firm's 
name  on  it.  Only  a  few  yeai's 
ago,  l)rokers  were  given  to 
pushing  ti-endy,  high-commis- 
sion  in-house  investments, 
many  of  which  have  flopped. 

Brokers  can  still  earn  in- 
centives by  selling  in-house 
funds,  but  they  seem  to  be 
shying  away  from  (he  aggres- 
sive sales  tactics  that  tarred 
their  reputation.  More  impor- 
tant, finns  have  beefed  up  the 
breadth  and  quality  of  the 
fund  offerings  and  are  boost- 
ing old  faithfuls,  such  as  util- 
ity and  growth  and  income 

funds,  rather  than  flashy  new- 
products. 

If  you  need  convincing,  look 
at  the  numbers.  Stock  funds 
sold  by  the  five  big  houses- 
Dean  Witter,  PaineWebber, 
Merrill  Lynch,  Smith  Barney 
Shearson,  and  Pi'udential— 
have  averaged  19.7%  gains 
through  Oct.  22,  while  inde- 
pendent load  ecjuity  funds  av- 
eraged 15.96%.  Pi-udential,  the 
stai",  returned  nearly  25%  on 
equity  funds  this  year. 
TOE-TO-TOE.  On  the  fixed-in- 
come   side,  PaineWeblier, 
Dean   Witter,   and  Merrill 
Lynch  all  narrowly  beat  the 
average  for  nonproprietary 
load  funds  through  Septem- 
ber. In  other  categories  and  in 

general,  jn-oprietary  funds  are 
virtually  neck  and  neck  with 
load  fund  rivals  for  the  year- 
to-date,  5-year,  and  10-year 
returns.  But,  although  their 
averages  are  the  same,  "you 
tend  to  see  a  more  narrow 
range  of  performance,"  says 
Don  Phillips,  vice-president  at 
Morningstar,  a  mutual-fund 
rating  service.  That  means 
brokerages  can  be  credited 
with  having  fewer  winners, 
but  also  fewer  losers. 

Morningstar  has  found  that 
returns  for  funds  with  sales 
charges  and  direct-marketed 
(no-load)  funds  are  compar- 
able—when the  sales  charge 
is  factored  out.  But  broker- 
age houses,  as  well  as  other 

load  fund  companies,  a  1 
that  advice  from  their  r< 
sentatives  is  well  worth  i\ 
extra  cost.  i 

That's  not  to  say  the  i 
kerages  haven't  launched  ;  3 
real  stinkers.  The  fixed-in<  i 
arena,  especially,  has  be  t 
graveyard  of  new,  unte  ir 
pi'oducts  sold  to  inve.' 
without  an  explanation  o  li 
potential  risks.  Many  pro  ; 
tary  high-yielding  junk 
funds,  government  funds,  i! 
short-term  global  fimds  f 
been  disappointments.  l 

Morningstar  recently  1  p 
the  funds  that  had  the  i 
redemptions.  The  unenv  a 
top  four  are  all  broke  ; 
funds:  Dean  Witter  Con  ; 
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Securities,  Dean  Witter 
Yield  Securities,  Smith 
'y  Shearson  (lovernment 
ities  B,  and  PaineWeb- 
'•.  S.  Government  Income 
srrill  Lynch's  Federal  Se- 
3S  A  and  Balanced  Fund 
nvestment  and  Retire- 
B  were  also  among  the 
)  "sinking  ships."  "With  a 
icky  product,  a  highly 
ated  sales  force,  and  an 
sale— that's  when  fund 
mies  tend  to  overprom- 
nd  underdeliver,"  says 
ps,  who  thinks  broker- 
have  learned  from  past 
kes. 

spite  its  sorry  redemp- 
record,  Dean  Witter's 
field  Securities  fund  is  a 
round  story.  It  declined 
in  1990,  only  to  shine 

manager  Peter  Avelar 
3ver  at  the  end  of  that 
Momingstar  rates  it  sec- 
f  76  high-yield  corporate 

funds  this  year.  But 
of  the  redemptions  had 
ly  taken  place.  From  a 
of  $2.1  billion  total  as- 
n  1986,  it  fell  to  $312 
1  by  1990  and  has  slowly 
3d  back  to  $534  million 
ear.  Jim  Flynn,  a  Dean 
r  spokesman,  says  this 
it  one  of  several  im- 
d  funds  in  its  lineup. 
■iTANDBYS.  Current  hot 
1  among  brokerage  funds 
long  track  records  and 
nanagers.  Merrill  Lynch 
i\  A  and  Basic  Value  A, 

growth   and  income 

have  averaged  better 
.4%  returns  for  10  years, 
htial  Utility  A,  which  is 
1%  through  Oct.  22,  and 

Barney  Shearson  Spe- 
quities  B,  up  43.2%,  are 
ig  praise. 

netimes,  new  products 
H.  Merrill  boasts  that  it 
i  some  of  the  first  funds 
est  in  Pacific  Rim  coun- 
ind  other  emerging  na- 
Prudential's  Pacific 
.h  is  ranked  No.  1  of  26 
c  stock  funds,  and  its 
1  Genesis  B  is  second  of 
rid  stock  funds  for  one- 
•eturns. 

t  because  their  funds 
performed  well  lately 
't  mean  that  you 
In't  still  be  wary  when 
broker  suggests  an  in- 
fund.  No  matter  how 


good  its  lineui),  no  fund  com- 
pany has  the  top  performers 
in  all  major  investment  cate- 
gories. While  brokerage  hous- 
es have  filled  out  their  prod- 
uct lines  and  weeded  out 
losers,  they  still  give  their 
l)rokers  good  reason  to  push 
the  company  brand. 

Some  firms,  including  Pru- 


funds,  offering  prizes,  ti'ips, 
and  bonuses  to  brokers  who 
sell  enough  of  the  product. 
P^'or  example,  says  John 
Keefe,  president  of  Keefe 
Worldwide  Information  Ser- 
vices, a  financial  services  con- 
sultancy, firms  might  let  bro- 
kers keep  the  full  com- 
mission—rather than  a  per- 


HOW  BROKER  FUNDS  STACK  UP 


Firm 

Equity  funds 

1993*  5-year" 

Bond  and 

1993* 

muni  funds 

5-year" 

DEAN  WITTER 

22.12% 

13.59% 

11.18% 

9.01% 

PAINEWEBBER 

15.64 

14.27 

11.92 

10.69 

MERRILL  LYNCH 

19.91 

10.74 

10.63 

10.13 

SMITH  BARNEY  SHEARSON 

17.10 

12.60 

10.19 

10.13 

PRUDENTIAL 

24.88 

13.03 

9.94 

9.19 

NONPROPRIETARY 

15.96 

14.11 

10.47 

9.99 

LOAD  FUND  AVERAGE 

•Returns  through  Oct.  22 


"  Averoge  annualized  returns 


DATA;  MORNINGSTAR  INC 


dential.  Dean  Witter,  and 
PaineWebber,  offer  brokers  a 
bigger  cut  of  the  commission 
to  sell  proprietary  products. 
A  $300,000  producer  would 
typically  earn  41%  of  the  total 
sales  commission  for  a  pri- 
vate-label fund,  while  he  or 
she  would  get  36%  for  selling 
an  outside  fund.  That  means. 


IN-HOUSE  FUND 
QUESTIONS 


►  What  is  the  fund's 
track  record? 

►  How  does  it  compare 
with  outside  funds  in  the 
same  category? 

►  What  compensation 
do  you  get  out  of  it? 

►  Are  there  any  bonus- 
es or  prizes  attached  to 
this  product? 

►  Where  does  it  fit  into 
my  overall  investment 
strategy? 


OAIA:  BUSINESSWEEK 


on  a  $10,000  transaction,  the 
broker  would  pocket  about 
$25  more  for  putting  a  client 
in  an  in-house  fund. 

While  that's  hardly  a  wind- 
fall, other  incentives  may  be 
at  work.  Firms  often  run  spe- 
cial promotions  on  certain 


centage— for  the  next  30  days 
foi"  the  sale  of  a  specific  fund. 
Another,  more  subtle  incen- 
tive is  that  brokers  can  curry 
favor  with  their  branch  man- 
ager by  selling  firm  products. 
Managers  can  respond  by  dol- 
ing out  new  accounts  and 
parts  of  hot  new  stock  deals 
to  the  broker. 

When  incentives  aren't 
enough,  brokerage  houses 
have  used  other  tactics.  Dean 
Witter,  which  attributes  70% 
of  its  fund  sales  to  in-house 
names,  was  flooded  with  bad 
publicity  when  it  restricted 
representatives  of  indepen- 
dent fund  groups  from  visit- 
ing branch  offices  in  1991— a 
temporary  policy,  Flynn  says. 

Merrill  Lynch  does  not 
have  a  separate  commission 
stmcture  for  in-house  and  out- 
side funds.  And  when  Smith 
Barney,  Han'is  Upham  official- 
ly merged  with  Shearson  Leh- 
man Brothers  on  Labor  Day, 
the  two  firms  agreed  to  offei" 
the  same  commission  on  all 
funds,  although  Smith  Barney 
had  a  different  payout  sti'uc- 
ture  for  in-house  fimds  before. 
But  executives  from  compa- 
nies that  offer  incentives  don't 
apologize  for  creating  an  ap- 
parent conflict  of  interest. 
They  say  the  incentives  are 
modest  and  brokers  are 
trained  to  pick  the  best  fund 
for  their  client.  "But  if  all 


things  were  equal  between 
two  funds,"  says  Richard  Re- 
deker,  president  of  Pruden- 
tial's mutual  fund  operations, 
"I  would  expect  them  to  give 
stronger  consideration  to  the 
in-house  fund." 

Brokers  do  have  some  sub- 
stantial incentives  not  to  sell 
the  proprietary  product.  For 
one,  if  they  want  to  change 
firms,  it  will  be  easier  to 
bring  along  clients  who  are 
not  invested  solely  in  their 
former  firm's  products.  Also, 
many  brokers  learned  the 
hard  way  during  the  1987 
stock  market  crash  that  they 
will  lose  clients  if  they  peddle 
investments  that  are  too  risky 
or  perform  poorly.  "The  bet- 
ter brokers  will  judiciously 
choose  those  firm  products 
that  are  in  their  client's  best 
interests,"  says  Mark  Elzweig, 
a  New  York  brokerage  re- 
cruiter, who  says  fewer  bro- 
kers are  complaining  of  prod- 
uct-pushing than  years  ago. 
SAY  "NO  DUDS."  Brokers  have 
forced  their  employers  to 
reduce  that  pressure,  says 
Todd  Robinson,  chairman  of 
LPL  Financial  Services,  an  in- 
dependent brokerage  that 
does  not  sell  in-house  prod- 
ucts. "They've  become  slightly 
less  heavy-handed,"  he  says. 
"But  if  you  look  at  econom- 
ics, the  fact  is  that  a  sale  on  a 
proprietary  fund  is  four  or 
five  times  as  profitable  as  an 
outside  fund." 

To  make  sure  your  broker 
isn't  trying  to  saddle  you 
with  a  dud,  ask  for  the  fund's 
complete  track  record  and 
stick  with  funds  that  have 
outperformed  the  average  for 
their  category  for  at  least 
three  years.  Make  sure  your 
broker  can  explain  the  objec- 
tive of  the  fund  and  how  it 
fits  into  your  portfolio.  Bro- 
kers are  there  to  help  you 
choose  among  investments, 
explains  Keefe.  "Don't  just 
walk  into  an  office  and  let 
someone  else  make  a  decision 
for  you." 

And  feel  free  to  ask  if  your 
broker  gets  any  extra  goodies 
from  the  sale,  such  as  bonus 
points  or  gifts.  If  he  or  she  is 
earning  a  fi'ee  cruise  because 
you  bought  the  in-house  fund, 
at  least  make  sure  that  fimd  is 
a  good  one.  Amey  Stone 
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Fitness 


GETTING 
A  KNOCKOUT 
OF  A  WORKOUT 


For  three  minuies.  the 
world  shrank  to  the  face 
of  former  World  Boxing 
CouneO  stiper-lightweight  cham- 
pion Lxinnie  Smith  and  a  single 
thought:  Don't  hit  like  a  girl. 
Just  beyond  the  reach  of  my 
tan  boxing  gloves.  Smith's 
voice  urged:  "Harder.  Work 
harder."  It  was  jab,  jab,  right 
hook,  duck,  then  spring  up  and 
throw  my  Ixdy  into  a  last  right 
hook.  When  the  bell  rang  to 
end  one  round.  I  folded  from 
exhaustion.  The  fight  had  re- 
ally been  a  one-sided  match 
against  two  large  pads  Smith 
held  up  while  I  flailed  away. 
But  I  felt  euphoric.  And  I  did 
not  even  like  the  Rcxky  movaes. 

Tired  of  leg  lifts  and  end- 
less stair  climbing  to  nowhere, 
more  exercise  buffs  are  expe- 
riencing their  own  version  of 
mv  little  drama.  Boxing  for 


SPAR  STRUCK:  ENTHUSIASTS  LIKE  BOXING'S  AGGRESSIVE  EDGE 


fitness  may  be  the  hottest 
thing  to  hit  the  gym  since 
step  aerobics.  "It  helps  peo- 
ple work  out  frustrations,  and 
it  burns  more  calories  than 
other  workouts,"  says  Lesley 
Howes,  owner  of  Manhattan's 
Crosby  Street  Studio. 

Some  enthusiasts  like  box- 
ing's aggressive,  competitive 
edge,  and  they  have  created  a 
market  for  executive  gyms, 
such  as  Wall  Street  Boxing  Fit- 
ness in  Manhattan,  and  for 
modified  classes  at  traditional 
boxer  hangouts,  such  as  Glea- 


son's  Gym  in  Brooklj'n.  Oth- 
ers also  feel  a  new  sense  of 
power.  Bodies  In  Motion  in  Los 
Angeles  claims  1,600  women 
and  900  men  in  its  Executive 
Boxing  program.  Generally,  sin- 
gle workouts  range  fi'om  S12 
to  S2(3,  while  club  memterships 
run  S40  to  S75  a  month.  Gjins 
will  provide  hand  vvTaps  and 
gloves,  or  you  can  buy  your 
OUT!  for  Sod  to  S 100. 

Some  boxing  workouts  are 
essentially  aerobics  sessions 
that  incorporate  shadow-box- 
ing moves,  as  shown  in  exer- 


cise maven  Kathy  Sm 
soon-to-be-released  Aer^ 
Workout  video  IS19.95,  I- 
sion  Entertainment  1.  But 
recent  growth  has  bee: 
workouts  that  resemble 
conditioning  routine  of  a 
er,  a  la  former  champion 
ar  Ray  Leonard's  new  \i 
Boxout  (S19.95,  Polygram 
PAD  WORK.  A  t\-pical  se; 
might  include  a  warm-up 
stretch,  instruction  in 
techniciues,  and  12  three- 
ute  rounds  of  shadow- 
jump  rope,  heavy-bag  pi 
ing,  weights,  and  speed 
work.  Last  comes  a  half- 
of  calisthenics  and  a 
down.  Man}'  classes  in\ 
the  "pad  work"  that  go 
so  charged  up,  and  some 
controlled  spairing  with  £ 
stnictor.  But  some  gjTUs 
sider  one-on-one  punching 
dangerous  for  novices. 

In  the  end,  you  may  n^ 
ready  to  take  on  Riddick  I 
But  you're  likely  to  be  ti 
boxing  workouts  burn 
900  calories  in  90  minute: 
450  for  aerobics— and  sm 
After  my  bout,  I  left  hum 
the  theme  from  Rocky  in 
of  mvself.  Heather  ^ 


If  employees  don't  already 
have  enough  good  reasons 
to  think  carefully  about  how 
to  invest  their  retirement 
dollars,  they  may  have  one 
more  on  Jan.  1.  That's  when 
new  Labor  Dept.  rules  take 
effect  that  will  enable  em- 
ployers offering  401ikts  and 
other  so-called  defined-con- 
tribution  plans  to  wash  their 
hands  of  legal  responsibility 
for  losses  resulting  from 
workers'  poor  investment 
decisions. 

To  get  off  the  fiduciary 
hook,  employers  will  have  to 
offer  at  least  three  broad,  di- 
versified investment  options, 
supply  sufficient  information 
on  the  plan  and  picking  in- 
vestments, and  permit  asset 
shifts  at  least  every  quarter. 
If  the  plan  offers  especially 
risky  selections,  such  as  glo- 
bal or  sector  funds,  workers 
must  be  able  to  move  money 
out  as  often  as  "appropriate." 

Employers  aren't  required 
to  comply  with  the  rules, 
contained  in  Section  404(c)  of 


Smart  Money 

YOUR  401(k)  MAY  SOON  GET 
MORE  COMPLICATED 


the  Employee  Retirement  In- 
come Security  Act  of  1974 
(ERISA),  but  many  companies 
are  making  adjustments  to 
escape  potential  liability.  For 
example,  those  that  offer 

Employers  that 
offer  more  options 
can  limit  liability  for 

nest  egg  losses 

only  fixed-income  funds  may 
add,  say,  a  blue-chip  equity 
and  a  growth  fimd.  Although 
plan  sponsors  have  general- 
ly been  increasing  their  op- 
tions anjTvay,  some  still  have 
just  one  or  two  selections. 
They're  also  bringing  in  mu- 


tual-fimd  managers,  such  as 
Fidelity  Investments  and 
Dreyfus,  to  hold  financial 
planning  seminars,  and  hir- 
ing benefit  consultants,  such 
as  Towers  Perrin,  to  prepare 
training  materials. 
LAGGARDS.  Thanks  to  the 
rules,  employees  who  never 
had  to  make  difficult  deci- 
sions about  allocating  retire- 
ment kitties  will  soon  be 
forced  to  think  harder  about 
this.  Planners  say  the  most 
common  mistake  workers 
make  is  putting  all  their 
money  in  the  most  conserva- 
tive funds,  such  as  money 
markets,  or  those  guarantee- 
ing a  set  rate  of  return.  Over 
the  long  term,  adds  a  Labor 
Dept.  benefits  specialist  who 
helped  draft  the  regs,  "the 


difference  between  1% 
10%  may  mean  the  differ 
between  a  comfortable  re 
ment  and  living  on  the  ec 

In  general,  planners  c 
sel  younger  employees  t 
vest  relatively  more  m( 
in  stocks  and  less  in  bi 
and  fixed  investments 
they  get  closer  to  re 
ment,  they  can  shift  as 
into  less  volatile,  income 
ducing  funds.  Jeffrey  Fr 
lin,  president  of  Frar 
Planning  Associates  in 
York,  advises  making  w 
ever  401(k)  contributic 
necessary  to  trigger  the 
est  possible  employer-m 
ing  contribution. 

Incredibly,  some  em] 
ees  still  aren't  taking  ad 
tage  of  401(kl  plans  at 
says  Susan  Olin,  an  ur 
writing  manager  for 
Hancock  Financial  Serv 
She  thinks  that  the  new 
cation  programs  could 
change  that.  Her  mes 
to  laggards:  Get  with 
program.         Phillip  1 
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capability: 


GEOGRAPHIC 

TARGETING 


^  R  N  [  A 


T  LXAb 


Made  To  Order 

You   MAY  NOT   KNOW  THIS: 
Business  Week  offers  advertisers 
19  diHerent  geographic  editions. 

In  addition  to  nine  regional  editions, 
you  can  choose  from  five 
states:  California,  Florida, 
Massachusetts,  Michigan 
and  Texas.  Or  five 
metro  markets:  New  York, 
Washington  /  Baltimore, 
Chicago,  Southern  California 
and  Northern  Calih^rnia. 


M  ASSAi  HUSETTS 


FLORIDA 


Whether  you're  marketing  travel, 
information  technology,  automobiles, 
financial  services,  liquor,  apparel  or 
other  products  or  services,  you  can 
carve  a  specific  geographic  niche  from 


ghl  1993  McGraw-Hi/l.  Inc. 


our  6.5  million  readers.  Test  a  product 
or  service  regionally.  Launch  a  rollout. 
Build  on  existing  business.  Develop  a 
new  market. 

If  your  plans  call  for  even  more  precise 
targeting,  ask  about  our  demographic 
editions. 

For  more  information,  call  your  local 
Business  Week  account  manager  or 
212-512-3598.  Find  out  how  we 
can  put  together  a  marketing  plan 
that's  made  to  order. 

Business  Week's  Geographic  Targeting. 
A  company  capability. 

Source:  1 993  SMRB 


BusinessWeek 


Beyond  news.  Intelligence. 


FROM 


This  is  Free: 
I-800-760-IIII  ^ 

Tliisis  Priceless: 

Advertise  YOUR  coMmvNY  ON  THE 
Export  Hotline's  Electronic  Directory  '  - 
for  only  $35  a  year. 

Whether  you're  LOOKING  FOR  BUSINESS  AROUND 

THE  WORLD  OR  RIGHT  HERE  AT  HOME,  '^--ry 

YOUR  Company  can  be  found  by  more  than 

1,000  BUSINESS  CALLERS  WHO 

USE  THE  Export  Hotline  evertday. 
Call  our  800  number  for  BusinessWeek  readers 

AND  we'll  fax  you  EVERYTHING  YOU  NEED, 
it's  THAT  simple. 


AT&T  •  BusinessWeek  •  Delta  Air  Lines, 
"Iz-  RwicK  •  The  Journal  of  Commerce  •  The  National  Association  of  Manufacturers 
.5.  Council  for  International  Business  •  Wolf,  Greenfield  &  Sacks,  p.c. 


the  U.S.  Department  of  Commerce. 
Developed  &  Managed  by  International  Strategies,  Inc. 


RODUCTION 

onge  from  last  week:  0.4% 
ange  from  last  year:  5.9% 


1 967=  1 00  (four-week  moving  overage) 


Oct.  16 
192.0 


70. 


35 

)0U 


Oct.  9 
191.2 


Oct,  Feb.  June  Oct. 

1992  1993  1993  1993 

B  production  index  climbed  higfier  in  tfie  week  ended  Oct.  16.  After  seasonal 
justment,  auto  output  led  the  gainers,  while  production  of  steel  and  cool  also 
sted  solid  advances.  Crude-oil  refining  picked  up,  as  did  rail-freight  traffic.  Paper 
)duction  fell,  while  output  of  both  trucks  and  electric  power  edged  lower.  Output 
paperboard  and  lumber  were  unchonged.  Before  calculation  of  the  four-week 
iroge,  the  index  rose  to  193.3  from  192.8. 

BW  production  index  copyriglil  ]  993  by  McGraw-Hill  Inc. 


LEADING 

change  from  lost  week:  0.3% 
Change  from  last  year:  7.9% 

235   


Oct,  16 
234.6 


230. 


225. 


220. 


2151 


Oct,  9 
233.9r 


Oct, 
1992 


Feb, 
1993 


June 
1993 


Oct, 
1993 


The  leading  index  continued  to  rise  in  the  latest  week  as  stock  prices  gained 
ground  Also  in  the  plus  column:  Bond  yields  dipped  still  lower,  and  the  rote  of 
decline  in  materials  prices  slowed,  while  real  estate  loans  grew  at  a  faster  clip.  On 
the  downside,  failures  of  large  businesses  rose,  and  the  growth  rote  of  the  M2 
money  supply  slowed.  Before  calculation  of  the  four-week  average,  the  index  rose  to 
237.2  from  234.8  the  week  before. 

Leading  index  copyright  1  993  by  Center  tor  Internolional  Business  Cycle  Research 


ODUCTION  INDICATORS 


Urtest 

Week 

%  Change 

week 

ago 

year  ago 

iL  (10/23)  tfious.  of  net  !.on5 

1,901 

1,883# 

10,4 

OS  (10/23)  units 

129,905 

129,478r# 

0,3 

CKS  (10/23)  units 

1 10,146 

1 1  I,384r# 

12,4 

:TRIC  power  ( 10/23)  millions  of  kilowatt-hours 

54,477 

54,395# 

0.4 

IDE-OIL  REFINING  (10/23)  thous.  of  bbl./day 

13,578 

13,926# 

0  1 

iL  (10/16)  thous.  of  net  tons 

19,316# 

18,808 

1,5 

ERBCARD  (10/16)  thous.  of  tons 

824. 1# 

818, Or 

9,0 

ER  (10/16)  thous.  of  tons 

780.0# 

806  Or 

2.0 

IBER  (10/16)  millions  of  ft. 

485. 1# 

479.6 

2.8 

1  FREIGHT  (10/16)  billions  of  ton-miles 

22, 9# 

22,7 

5,5 

rces;  Americon  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
ricon  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
Tterican  Railroads 


week 

Week 
ago 

fear 
ago 

\NESE  YEN  (10/27) 

108 

107 

123 

MAN  MARK  (10/27) 

1.68 

1.65 

1.53 

fISH  POUND  (10/27) 

1.47 

1.49 

1.57 

ICH  FRANC  (10/27) 

5.87 

5.83 

5.20 

ADIAN  DOLLAR  (10/27) 

1.32 

1.32 

1.24 

SS  FRANC  (10/27) 

1.48 

1.45 

1.37 

ICAN  PESO  (10/27)= 

3.1 13 

3.111 

3.108 

rces:  Major  New  York  bonks.  Currencies  expressed 
id  expressed  in  dollars 

in  units  per  U.S. 

dollar,  exec 

pt  for  British 

WCES 

Latest 
weak 

Week 
ago 

%  Change 
year  ago 

,D  (10/27)  $/troyoz. 

371.500 

372.500 

9.8 

I  SCRAP  (10/26)#1  heavy,  $/ton 

131.50 

131.50 

46.9 

DSTUFFS  (10/26)  index,  1967=100 

215.7 

214.7 

10.1 

'  PER  (10/23)  C/lb. 

84.5 

85  6 

-19.1 

MINUM  (10/23)  c/lb. 

52.0 

52,0 

-2.8 

'iAT  (10/23)  #2  hard,  $/bu. 

3.39 

3,44 

-4.5 

TON  (10/23)  strict  low  middling  1-1/16  in.,  C/lb 

55  50 

54  88 

9.0 

rces;  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
K  Kansas  City  market,  Memphis  market 

weak 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (10/22)  S&P  500 

465.87 

463  36 

12.2 

CORPORATE  BOND  YIELD,  Aaa  (10/22) 

6.63% 

6.62% 

-17.5 

INDUSTRIAL  MATERIALS  PRICES  (10/22) 

94.4 

94.3 

-2.4 

BUSINESS  FAILURES  (io/i5) 

349 

345 

-3.6 

REAL  ESTATE  LOANS  (10/ 13)  billions 

$407,4 

$405.0r 

0.9 

MONEY  SUPPLY,  M2  (lo/i  1  ] billions 

$3,503,1 

$3,504.9r 

1.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i 0/9)  thous 

344 

321 

-6.3 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1  980=  1  00},  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loons 

l!l.l'Ullk'lj^.i!M,'J[4L'M!fW.1:r^^^^H 

latest 
month 

IHonlh 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (Sept )  annual  rate,  thous. 

1,351 

l,314r 

10.9 

REAL  GROSS  WEEKLY  PAY  (Sept) 

$254,31 

$256.53 

0.3 

IMPORTS  (Aug.)  millions 

$47,925 

$47,534r 

6.4 

EXPORTS  (Aug.)  millions 

$38,212 

$37,109r 

5.1 

Sources:  BLS,  Commerce  Dept. 

EmiziiinnEiiii 


Latesi 
week 


Week     %  Change 
ago      year  ago 


MONEY  SUPPLY,  Ml  (lo/ii) 

$1,1 13.1 

$l,113.5r  10.6 

BANKS'  BUSINESS  LOANS  (io/i3) 

270.4 

270,8  -3.2 

FREE  RESERVES  (io/i3) 

700r 

984r  -27.4 

NONFINANCIAL  COMMERCIAL  PAPER  (10/13) 

160.8 

161.5  12.4 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

latest 
week 

Week  Year 
ago  ago 

FEDERAL  FUNDS  (10/26) 

3.03% 

2.94%  2.96% 

PRIME  (10/27) 

6.00 

6.00  6.00 

COMMERCIAL  PAPER  3-MONTH  (10/26) 

3.28 

3.24  3.47 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/27) 

3.28 

3.23  3.39 

EURODOLLAR  3-MONTH  (10/22) 

3.25 

3.25  3.46 

Sources:  Federal  Reserve  Board,  First  Boston 


V  data  in  tfie  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (cfiart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
'estern  Wood  Produces  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r= revised     NM^Not  meaningful 
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When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


A  message  from  your  local  fire  department,  this 
pulilicatioii.  and  the  U.S.  Fire  AdminisUati^ 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Componies  listed  only  in  tables  are  not  included. 


Aerospatiale  50 
Airbus  Industrie  67 
Air  France  50,  1 10 
Aldus  86 
Allen  &  Co.  76 
Alpha  Softwore  86 
American  Brands  58 
American  Ecology  38 
American  Fund  Advisors  84 
AMREP  84 

Andersen  Consulting  72 
Apple  Computer  82 
AT&T  76,90,  no 
Autozone  82 

B 


Baltimore  Colts  44 
Bankers  Trust  80 
Baring  Securities  24 
Bell  Atlantic  76 
BellSouth  36 
Bethlehem  Steel  32 
Blockbuster  Video  82 
Bodies  In  Motion  104 
Boeing  67 
Boo2  Allen  86 
Borland  Internotionol  86 


Capitol  Group  36,  76 
Captain  Crab  74 
Corgill  64 
Coroico  Pictures  76 
Cell  Genesys  42 
Central  Computer 

Products  88 
Chris-Craft  Industries  36 
Chrysler  35 
Citicorp  80 
Clorox  44 
CML  Group  82 
Coco-Colo  64 
Columbia  Pictures 

Entertainment  76 
Comcost  76 
Complete  Business 

Solutions  40 
Computer  Associates  86, 

88 

Crosby  Street  Studio  104 
Credit  Lyonnais  52 

D 


Dean  Witter  102 
DecisionQuest  100,  101 
Dell  82 
Denny's  44 

Digital  Equipment  40,  90 
Donaldson,  Lufkin  & 

Jenrette  76 
Dow  Chemical  37 


Eastman  Kodak  8,  37 
Egghead  Software  86 
Epson  68 
Ericsson  (L.M.)  52 
Essex  Investment 
Management  84 


FloWind  94 
Ford  35 

Franklin  Planning 
Associates  104 
Freeman  Corp.  56 

G 


Gaylord  Entertainment  76 
GE  64,67,68,79 

Geo  Technologies  99 
Georgia  Power  94 
Gleoson's  Gym  104 
GM  34,35,  100 
Goldman  Sachs  51,86 
Grand  Metropoliton  58 
Groupe  Bull  50 
Guinness  58 


Hewlett-Packard  70 
Hill  Knowlton  6 
Hitochi  99 
Home  Depot  82 
Honeywell  100,  101 
Hughes  Aircroft  12 
Hutton(E.F.)  74 

I 


IBM  37,90 

IDS  Finonciol  36 
Imagine  Films 

Entertainment  76 
InfoCorp  88 
Ingram  Micro  86 
International  Data  86 
International  Solar 

Electric  94 
Intuit  88 


J.  Walter  Thompson  58 
John  Hancock  Finonciol 

Services  104 
Jones  Intercable  76 
Jury  Verdict 

Publications  100 


Koble  News  84 
Kowosoki  99 
Keefe,  Bruyette  & 

Woods  80 
Keefe  Worldwide  102 
Kenetech  94 
Kyodo  Veneer  56 


Liberty  Media  76 
Liberty  Mutual 

Insurance  100 
LifeCell  84 

Litigotion  Sciences  101 

Litton  Industries  100 

Lone  Star  Steakhouse  82 

Lotus  86 

LPL  Financial  102 

Luz  International  94 

M 


Maivy  Technology  99 
Martin  Marietta  94 
Mosterpock  40 
Motsushito  36 
MCA  36 
McCow  Cellular 

Communicotlons  76 
McDonald's  64 
McGraw-Hill  30 
McKinsey  110 
Medical  Core  America  44 
Medical  Systems  64 
Merrill  Lynch  102 
MicroFrontier  88 
Microgrofx  86 
Microsoft  86 
Minolto  101 
MMS  International  30 
Montgomery  Securities  86 
Morgan  (J. P.)  80 
Morningstor  102 
Morrison  Knudsen  38 
Motorola  37,  40,  52 
MTV  Networks  36 
Mutual  Benefit  Life  80 
Muzak  8 


NCR  90 

New  England  Electric 

System  94 
Nissan  99 


OflFlce  Depot  88 
Oppenheimer  84 

P 


Paine  Webber  44,  102 
Par  Pharmaceutical  44 
Paramount 

Communications  6,  36,  76 
Park  Communications  44 
Paul,  Weiss,  Rifkind, 

Wharton  &  Garrison  100 
Pennzoil  100 
PepsiCo  64 
Pharmaceutical 

Resources  44 
Philip  Morris  58 
Philips  68 
Primerico  74 
Procter  &  Gamble  44 
Promus  12 

Prudential  Securities  74, 
75,  102 


QVC  Networks  36,  76 

R 


Reliable 
Biophormoceuticol  99 


Renoult  50 
Research  Corporation 

Technologies  99 
Royal  Dutch/Shell 

Group  80 


Salomon  Brothers  74, 
Sonford  C.  Bernstein  9 
Sanyo  Electric  70 
Savoy  Pictures 

Entertainment  76 
Seagram  58 
S.G.Warburg  17,36, 

58,90 
Siemens  68,  94 
Sierra  On-line  8 
Smith  Barney  74,  102 
Snopple  Beverage  82 
SNECMA  50 
Software  Publishing  8 
Solorex  94 
Sony  101 
Southern  California 

Edison  94 
Space  Industries  99 
Standard  &  Poor's  35 
Staples  88 
Starbucks  82 
Star-TV  52 
Sun  Microsystems  68 
Surgical  Care  Affiliate 
Symbol  Technologies 
Synmontec  86 

T 


Tele-Communications 
Teradoto  90 
Texaco  100 
Texas  Instruments  94 
Time  Warner  76 
Titan  Technologies  9S 
Tomen  56 
Toshiba  68 
Tostem  Woodwork  Si 
Toyota  56 
Turner  Broadcasting 
System  76 

u 


United  Distillers  58 
Upjohn  84 
US  Ecoiogy  38 

V 


Viacom  6,  36 
Volkswogen  50,  51 
Volvo  50 

w 


Wal-Mart  37 
Wall  Street  Boxing 

Fitness  104 
Warner  Brothers  76 
Waste  Management 
Wertheim  Schroeder 
Westinghouse  Electric 
Winchester  Group  8' 
Wipro  68 

WMX  Technologies  ^ 
WordPerfect  86 


Zenith  Electronics  82 
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rivestment  Figures  of  the  Wee 


IMENTARY 

5  that  the  U.S.  economy  is  inn- 
ing squelched  the  bond  mar- 
cilly.  The  sell-off  pushed  the 
I  on  the  30-year  U.S.  Treasury 
1  bock  up  to  6%.  Better  eco- 
c  news,  however,  gave  the 
.  market  reason  to  cheer.  The 
Jones  industrial  overage  hit 
ll-time  high  of  3673.6  on  Oct. 
efore  beating  a  retreat.  The 
nese  market  was  derailed,  in 
by  on  ill-timed  offering  of  a 
>ad  stock.  Gold  and  gold-min- 
.sues  continued  to  rebound 
their  September  lows. 


STOCKS 

Oct       Apr.      Oct.     Oct.  21-27 


BONDS 

Oct.      Apr       Oct      Oct.  21-27 


THE  DOLUR 

Oct.      Apr.      Oct.     Oct.  20-27 


1624  4« 
1610  70 


52-week  change 
+  10.6% 


1  -week  change 
-0.3% 


52-week  chonge 
+  14.7% 


1  -week  change 
-2.1% 


52-week  change 
+4.3% 


1  -week  change 
+0.8% 


ARKET  ANALYSIS 

STOCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
IZE  COMPANIES  (S&P  MidCap  Index) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

3664.7 
174.1 
256.0 
268  4 

0.5 
0.3 
0.4 
-0  2 

12.7 
18.7 
29.4 

13.1 

00-DAY  TRF&^IIRY  Rill  YIFID 

TV^l/HI    inCHJUni   DILL  1 ICLL/ 

30-YEAR  TREASURY  BOND  YIELD 

S&P  500  DIVIDEND  YIELD 

3&r  jUU  r Ki^e/ EAKninu J  kaiiu 

3.15% 
6.00% 
2.69% 
22.2 

3.12% 
5.82% 
2.73% 
21.9 

3.01% 
7.61% 
3.02% 
22.4 

EIGN  STOCKS 

latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

neeK 

3z-weeK 

S&P  500  26-week  nnoving  average 
Stocks  above  26-v^eek  nnoving  average 
Speculative  sentinnent:  Put/ call  ratio 
Insider  sentinnent:  Vickers  sell/buy  ratio 

452.6 
62.0% 
038 
2  32 

415.5 
64.7% 
0  39 
2  56 

Positive 
Neutral 
Neutral 
Neutral 

lON  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

3154.3 
19,838.8 
4197.5 

-0.1 
-1.7 
0.4 

19.0 
16.2 
25.9 

IDUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

R-WEEK  LEADERS 

% 

4-week 

change 

S2-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

)LD  MINING 

22.0 

65  2 

PLACER  DOME 

29.9 

1 12.8 

25 

OADCASTING 

13.1 

-69.7 

COMCAST 

20.8 

172.2 

39  'A 

ALTH-CARE  SERVICES 

12.1 

-28  2 

AMGEN 

14.4 

-33.1 

43  3/4 

BACCO 

1 1.9 

-27.0 

PHILIP  MORRIS 

15  1 

-29.7 

52  Vs 

EEL 

10.8 

54.1 

USX-U  S.  STEEL  GROUP 

23.0 

44.5 

38  i/s 

R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ilLUTION  CONTROL 

-15.5 

-30.9 

WMX  TECHNOLOGIES 

-19  8 

-35.9 

24  3/4 

OKERAGE  FIRMS 

-8.7 

64.3 

BEAR  STEARNS 

-13.3 

54.0 

22 

JLTILINE  INSURERS 

-7.9 

21.9 

AMERICAN  INTERNATIONAL  GROUP 

-1 1.6 

20.5 

88 

MICONDUCTORS 

-7.5 

89.1 

ADVANCED  MICRO  DIVICES 

-34.0 

34.8 

19  Ve 

SURANCE  BROKERS 

-7.3 

-10.9 

ALEXANDER  &  ALEXANDER  SERVICES 

-9  6 

-21.1 

20  i/s 

TUAL  FUNDS 


MORNINGSTAR  INC. 


»£RS 

LAGGARDS 

ireek  total  return 

% 

Four-week  total  return 

% 

(INGTON  STRATEGIC  INVESTMENTS 

19  5 

MIM  STOCK  APPRECIATION 

-75 

YSTONE  PRECIOUS  METALS  HOLDINGS 

16.3 

SCHOONER 

-7  2 

ANCHARD  PRECIOUS  METALS 

15.8 

SELIGMAN  COMMUNICATIONS/INFORMATION  A 

-5.9 

«k  total  return 

% 

S2-week  total  return 

% 

(INGTON  STRATEGIC  INVESTMENTS 

156.0 

PILGRIM  CORPORATE  UTILITIES 

-13  3 

HG  GROW/TH 

88  5 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

-8.8 

CEL  MIDAS  GOLD 

76.0 

JENSEN 

-6.6 

S&P  500 
4-weelc  total  return 


Average  funcJ 
52-weel(  total  return 


UTIVE  PORTFOLIOS 


ir  amounts 
isent  the  present 
3  of  $10,000 
ited  one  year  ago 
ch  portfolio 

>ntages  indicate 
lay  total  returns 


Foreign  stocks 
$14,225 

+0.27% 


Treasury  bonds 
$12,695 

-1.83% 


U.S. stocks 
$11,327 

-0.41% 


Gold 
$10,853 

+0.50% 


DRI/McGRAW-HILL 


nil 


Money  market  fund 
$10,219 

+0.04% 


a  on  this  page  are  as  of  market  close  WecJnesday,  Oct  27,  1993,  unless  otherwise  incJicotecJ. 
y  groups  incfucJ 


ucJe  S&P  500  companies  only,  performance  ancJ  share  prices  are  os  of  morket  close 


Oct  26  Mutual  funcJ  returns  ore  as  of  Oct,  22  Relative  portfolios  ore  voluecJ  as  of  Oct.  27  A  more 
detoilecJ  explanation  of  this  page  rs  available  on  request. 
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GOING  GIOBAL 
TO  FIND  GROWTH 


CLINTON  AND  NAHA:  GOOD 
NEWS  AND  BAD  NEWS 

President  Clinton  has  been  playing  a  tight  inside  game 
in  negotiating  the  passage  of  the  North  American 
Free  Trade  Agreement.  Instead  of  hitting  the  stump 
and  publicly  shouting  the  verities  of  NAFTA— free  trade  with 
Mexico  will  boost  exports  and  generate  jobs— he  has  chosen 
to  deal,  quietly  exchanging  government  goodies  for  con- 
gressional votes.  To  the  surprise  of  many  Beltway  pundits, 
the  strategy  appears  to  be  working.  The  Administration 
seems  to  be  garnering  enough  votes  for  passage  (page  32). 
Chalk  up  one  for  the  Prez? 

Yes— and  no.  Without  doubt,  it  took  courage  to  adopt  a 


110  BUSINESS  WEEK/NOVEMBER  8,  1993 


Republican  free-trade  treaty  and  push  it  against  a  uni 
front  of  labor-union  opposition.  With  congressional  electii 
a  year  away  and  1996  loom.ing,  going  head  to  head  w 
the  unions,  the  most  powei-ful  force  in  the  Democratic  Pai 
wasn't  easy.  But  President  Clinton  did  the  stand-up  thi 
and  the  country  will  benefit. 

But  at  a  price.  By  not  using  his  office  as  a  bully  pulpit  I 
NAFTA  and  free  trade  sooner.  President  Clinton  gave 
airwaves  over  to  the  forces  of  protectionism,  isolationism,  ; 
general  yahooism.  A  v/eird  witches'  brew  of  opposition, 
eluding  Ross  Perot,  Pat  Buchanan,  Ralph  Nader,  and  the  i 
ally  sober  Sierra  Club,  has  had  free  rein  for  months  to  p 
on  economic  and  social  insecurities.  Strange  paranoid  passi 
have  been  unleashed:  fear  of  loss  of  national  sovereignty  ; 
a  suspicion  of  international  corporations  conspiring  to  h 
the  working  class.  j 

This  nativism  will  not  go  away  anytime  soon.  It  is,  sai 
the  price  the  country  will  pay  for  the  inside,  dealmak 
strategy  used  to  pass  NAFTA. 


DESPERATELY  SEEKING 
EUROPEAN  LEADERSHIP 

Airline  employees  shut  down  French  airports 
protest  downsizing.  Workers  riot  in  Italy  to  halt 
sure  of  an  inefficient  chemical  plant.  German  st 
workers  brace  for  a  showdown  with  management.  Signs  r 
everywhere  that  a  winter  of  discontent  has  come  early  I  <  > 
rope,  an  economic  storm  mixing  recession  and  corpoi: 
restructuring  (page  50). 

All  across  the  European  Community,  there  has  been  pa 
political  leadership  in  coming  to  terms  with  what  lie 
the  heart  of  much  of  the  region's  strife— lagging  produ< 
ty.  European  leaders  clutch  at  the  tattered  Maastricht  tr( 
as  if  it  were  a  talisman  against  the  forces  of  worhh 
competition. 

In  this  time  of  discontent,  Fi'ench  Rime  Minister  Edoi 
Bahadur  took  power  with  the  promise  of  filling  Eum 
leadership  void.  With  hard-won  gains  against  inflation  an( 
bor  excesses  as  a  foundation,  Balladur  was  poised  to  estai  s 
France  as  Europe's  leader  in  an  open  world  economy. 

Sadly,  Balladur  has  instead  become  a  master  of  reli 
Privatizations  of  state-owned  companies  now  have  limit:Oi 
foreign  ownership.  Calls  for  a  global  trade  accord  have  v 
Ijecome  demands  for  protecting  agriculture  and  the  ei 
tainment  industry.  A  chance  to  restructure  Air  France 
now  be  lost. 

A  new  report  compiled  by  McKinsey  &  Co.  highliiii. 
Europe's  dilemma.  In  measuring  labor  productivity  in  © 
key  industries,  McKinsey  foimd  Japan  leading  in  five  andlh 
U.  S.  in  four.  Germany,  Europe's  technological  leader,  leac  i 
none,  including  autos.  One  explanation:  German  innovaiO) 
has  suffered  l^ecause  its  companies  have  tended  to  com?f 
regionally,  within  Europe,  rather  than  globally. 

European  politicians  must  step  forward  and  provide 
leadership  to  compete  in  the  global  economy.  If  they  d  i 
Europe  will  be  enveloped  in  labor  unrest,  protectiohw 
and  decline. 


One  of  the  incontrovertible  facts  of  life  in  the  new 
global  economy  is  convergence.  Economies  every- 
where are  becoming  market-based  in  form  and  mid- 
dle class  in  lifestyle.  Another  incontrovertible  fact  is  speed  of 
change.  Convergence  is  happening  so  fast  that  the  market 
system,  for  the  first  time,  embraces  practically  the  entire 
world.  New  capitalist  countries  are  racing  to  catch  up,  their 
growth  rates  sui-passing  those  of  the  older  market  economies. 
As  a  result,  the  U.  S.,  Europe,  and  Japan  appear  to  have  lost 
their  leadership  roles  in  sparking  economic  growth.  Asian  and 
Latin  American  markets  are  becoming  increasingly  vital  to 
American,  European,  and  Japanese  companies. 

Look  at  the  numbers.  Corporate  leaders  are  salivating 
over  estimates  that  fourth-quarter  U.  S.  economic  growth 
may  clock  in  at  a  4%  rate.  That's  way  above  the  first  half's 
puny  1.3%  rate  and  significantly  higher  than  the  average 
2.5%  growth  rate  for  the  U.  S.  during  the  1980s. 

So  4%  is  pretty  good,  huh?  Not  by  East  Asian  standards. 
From  1981  to  1990,  China's  growth  rate  averaged  10.1%, 
dipped  to  a  mere  7.5%  in  1991,  then  jumped  to  nearly  13%  in 
1992  and  double  digits  for  1993.  It's  the  same  all  over  Asia, 
with  countries  racking  up  growth  rates  of  6%  to  10%  annu- 
ally. Even  stodgy  India  outpaced  U.  S.  growth  in  the  1980s 
with  a  5.8%  rate.  It  expects  5.4%  in  1993  and  6%  in  1994. 

No  wonder  corporations  such  as  General  Electric  Co.  are 
going  for  the  growth— no  matter  where  it  is.  GE  has  been 
placing  heavy  long-term  bets  in  China,  India,  Mexico,  and 
Southeast  Asia  to  move  the  focus  of  the  company  to  high- 
growth  Asian  and  Latin  American  countries,  away  from  the 
low-growth  U.S.  and  Europe  (page  64). 

Faced  with  slow-motion  expansion  in  U.  S.  and  European 
revenues  and  worldwide  disinflation  that  prevents  price 
hikes,  companies  have  been  turning  to  cost-cutting  to  raise 
profits.  But  downsizing  and  layoffs  have  their  limits.  Moving 
into  fast-growing  countries  allows  companies  to  generate 
profits  by  expanding,  not  shrinking.  It's  a  lot  more  fun  for 
GE— and  for  everyone  in  the  global  economy. 


Now  more 

daily  flights  to  more  Europe 
with  more  legroom. 


This  fall.  TWA  makes 
going  to  Europe  on  business 
a  pleasure.  We've  added 
new  flights  to  Genera. 
additional  flights  to  Athens. 
Bareelona.  Berlin.  Brussels. 
Munich.  Vienna  and  more. 
With  more  daily  flights  to 
19  European  and  Middle 
Eastern  cities.  TWA  makes 
vour  trip  easier  and  more 
comfortable. 

Only  TWA  replaced 
coach  with  Comfort  Class'" 
passenger  service,  to  give 
vou  more  legroom  than 
any  other  airline  flying 
to  Europe,  at  no  extra  cost. 
Extra  room  to  work  or 
relax,  with  free  headsets, 
movies  and  drinks,  even 
footrests. 

And  with  TWA's  free 
European  Upgrade  Offer, 
you  can  buy  a  fidl-fare 
ticket  anil  upgrade  to  the 
next  class  of  service. 
Comfort  Class  to  Business 
or  Business  to  First. 
So.  the  next  time  business 
takes  vou  to  Europe. there 
are  more  reasons  than  ever 
to  take  TWA. 

For  information  and 
reservations,  call  your 
travel  agent,  or  TWA  at 
1-800-892-4U1. 
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The  most  comfortable  way 


Terms  Of  Endearmen 


Now  Lease  Any  New  Lincoln 
For  The  Same  Low  Price. 

Lincoln's  two-year  luxury  lease  makes  driving  a  luxury 
car  surprisingly  affordable.  And  current  Lincoln, 
Mercury  and  Merkur  owners  can  save  even  more 
through  Lincoln-Mercury's  Owner  Loyalty  Program. 
Each  owner  is  eligible  for  a  $1,000  discount  on  the  lease 
or  purchase  of  a  new  1994  Lincoln  automobile.'  For  more 
information  on  Lincoln  automobiles  and  leasing,  call 
I  800  255-5433. 


$49( 

PER  MONTH,  24  McIt 


Refundable  security  depos.- 

Down  payment  

Fust  month's  payment 
Cash  due  at  lease  incepn, 


Town  Car 

•  Remarkably  quiet  ride 

•  4.6-liter  v-8  engine 

•  Dual  air  bags" 

•  Sequential  multi-port  elec 
tronic  fuel  injection 

•  Four-wheel  disc  anti-lock  brakes 

•  Six-way  power  driver  and  passenger  seats 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Four-wheel  independent  suspension  with  rear 
air  springs 


$1,000  cash  back  to  owners  of  a  Lincoln-Mercury  produrur 
prior  to  9/9/9}  who  take  new  retail  delivery  of  a  '93  or  '9{,ii 
from  dealer  stock  by  12/2/93.  See  dealer  for  details.  "Driy  ai 
front  passenger  Supplemental  Restraint  System.  Always  aT 
safety  belt-  'Lease  payment  based  on  average  capitalized  c:  0 
89.28%  MSRP  for  Mark  VIII,  89.24%  MSRP  for  Continental  and  90.0%  MSj  fo 
Town  Car  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases.  Soi|pi 
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How  Companies  Cope 

When  Thej^ 
Can't  Raise  R^' 
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"Clients  See  Us  As  More  Broadly  Useful 
Than  Our  Competitors.  ,  . 
Which,  Of  Course,  Is  The  Point."  ' , 


At  Chemical  our  clients  know  we  have  a  broad  range  ot 
financial  capabilities  to  help  them  reach  their  goals. 

And  they  are  confident  we'll  provide  them  with  the  most 
objective  advice,  based  on  their  needs. 

The  result  is  that  we  build  mutually  valuable  relationships  with 
them,  as  banker,  advisor,  and  trading  and  investment  partner. 

^Chemical 


We  know  how  to  structure  the  right  solution  the  first  time.i 
a  spirit  of  teamwork.  Because  we  can  do  this  repeatedly  across  a 
wide  range  of  needs,  our  clients  can  have  the  kind  of  multifacett 
relationship  they  prefer. 

Our  broad-based  approach  produces  results.  For  example,  v 
rank  first  in  the  world  in  loan  syndications,  thanks  to  structurinf 


1 
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1 1993  Chemical  Banking  Corporation 


dse  and  our  strong  emphasis  on  distribution.  As  a  natural 
sion  of  these  strengths,  Chemical  Securities  Inc.  can 
indenvrite  and  deal  in  all  t\'pes  of  debt  securities  in  the 
:d  States,  including  corporate  bonds. 
Chemical  also  has  leadership  positions  in  trading,  treasury', 
)rate  finance,  operating  services  and  capital  markets  activities 


worldwide.  \nd,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  (.hemical  has  a  global  network  across  35  countries. 

Our  formidable  market  presence,  growing  capital  strength  and 
higher  credit  ratings  have  demonstrably  increased  our  usefulness 
to  our  clients.  Put  Chemical  to  the  test.  You'll  find  us  broadly 
capable,  to  say  the  least. 


Expect  more  from  us: 


Chemical  Securities  Inc  -Member  SIPC 
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California  Energy  built 
a  pipeline  to  the  market 
and  opened  up  a  ne\A 


reservoir  of  funding 


In  1992,  sources  of  capital  were  scarce 
independent  power  companies,  particularly 
•  those  seeking  to  refinance  projects 
olving  an  alternative  source  of  energy  like 
thermal. 

California  Energy  needed  a  solution 
innovative  as  the  power  source  involved, 
ey  chose  Lehman  Brothers  to  lead  the  way. 

THE  RESOURCES  TO  SEEK  OUT 
A  NEW  SOURCE  OF  CAPITAL. 

Together,  California  Energy  and 
hman  Brothers  determined  that  a  pooled 
nd  —  one  secured  by  the  cash  flows  from 
ree  geothermal  projects  in  an  under- 
itten  quasi-public  transaction  —  would 
iult  in  the  most  favorable  interest  rates 
d  financial  covenants. 

To  succeed,  such  a  bond  would  have 
pass  muster  with  the  credit  rating 
;ncies.  And  become  the  first  project  credit 
receive  investment  grade  credit  ratings. 

But  few  outside  the  industry  knew 


much  about  geothermal  energy.  Lehman 
Brothers  mounted  an  intensive  effort  to  provide 
the  agencies  with  the  information  they  needed. 
Then,  our  analysts  and  sales  force  met  with 
investors  to  help  them  recognize  the  potential 
of  a  venture  backed  solely  by  revenues  of  a 
geothermal  project. 

Together,  California  Energy  and 
Lehman  Brothers  raised  $560  million  in 
senior  secured  notes  and  created  a  blue- 
print for  the  future  for  independent 
power  producers. 

THE  POWER  TO  EXECUTE 
INNOVATIVE  SOLUTIONS. 

Lehman  Brothers  is  a  leader  in 
financing  and  advising  the  independent 
power  industry.  Drawing  on  the  strengths  of  the 
entire  firm,  we  are  able  to  structure  ground- 
breaking transactions  to  meet  each  client's 
unique  needs. 

If  your  company  could  make  use  of  the 
resources  we  offer,  we'd  like  to  be  involved. 


Lehman  Brothers 


©  1993  Lehman  Brothers  Inc.  All  rights  rt-si-iwd.  Member  SIPC, 
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TALK  SHOW 

When  you  actually  see  the  car,  it  turns  out  to  be  a  Yugo. 
When  you  listen  to  the  speech,  it's  a  Rolls-Royce. 

—House  Minority  Whip  Newt  Gingrich  (R-Ga.),  after  eyeballing 

the  CHnton  health-care  bill 
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PROFIT  &  GLOSS 

DETROIT  WATCHERS 
EARNED  A  'D' 


Earnings  for  the  Big  Three 
auto  makers  embarrassed 
a  lot  of  pessimistic  Wall 
Street  analysts  in  the  third 
quarter,  with  just  a  few  call- 
ing it  right.  Car  company 
earnings  came  in  far  above 
analysts"  consensus  estimates, 
as  figured  by  Zacks  Invest- 
ment Research  (table).  Zacks 
uses  results  from  continuing 
operations  to  figure  earn- 
ings, excluding  most  one- 
time charges. 


HOW  WIDE 
OF  THE 
MARK? 


THIRD-QUARTER 
EARNINGS  PER  SHARE 

CONTINUING  OPERATIONS  ONLY 


CONSENSUS  ESTIMATE 
AnUAL  EARNINGS 
HOW  FAR  OFF 


Among  the  red  faces  was 
Mark  Leach  of  Value  Line, 
who  came  up  short  by  pre- 
dicting a  loss  of  5<t  a  share 
for  Ford,  when  the  No.  2  car- 
maker actually  posted  a  51<F 
gain.  Joseph  Phillippi  of  Leh- 
man Brothers  projected  a  loss 
of  8ot  for  (leneral  Motors,  far 
worse  than  the  a  •VK  loss  CM 
ended  up  with.  David  flarrity 
of  McDonald  &  Cf).  projected 
a  30<f  profit  for  Chrysler, 
which  almost  tripled  thnt. 
Whoops.  Phillippi  and  Leach 
did  not  return  calls,  and  Gar- 
rity  could  not  be  reached. 
How  did  they  go  wrong? 
Leach's  ])rojection,  published  a 
month  l)efore  Ford  reported, 
concluded  that  stinko  sales  in 


recession-wracked  Europe 
would  blow  away  good  news 
elsewhere. 

A  happy  few  came  close. 
Lee  McMillan  of  tiny,  Chicago- 
l)ased  Mai'ksmen  Management 
Research  wasn't  fooled.  He 
predicted  an  almost  dead-on 
55<t  on  Ford.  His  secret:  fo- 
cusing on  how  many  cars  are 
being  l)uilt,  which  he  feels  is 
what  companies  can  sell.  □ 


DECLINE— 
THEN  FALL? 


DEC.  '92  NOV.  '9 

DATA.  BRIDGE  INFORMATION  SYSTEMS 

EMBATTLED  BOTTLE:  Hidden  messuyes  are  i>i  the  eye  of  the  beholder 


CAPITAL  INFUSIONS 

STILL  INVESTORS' 
CUP  OF  TEA 


Snapple  Bevera.ge,  whose 
stock  short-sellers  love  to 
hate,  keeps  dodging  brickbats. 
The  latest  is  a  Food  &  Drug 
Administration  inquiry  into 
whether  its  iced  teas  and  fruit 
drinks  are  made  from  the  nat- 
ural ingredients  it  claims. 
When  the  news  of  the  probe 
broke  in  mid-October,  the 
stock  lost  two  points,  going 
to  23.  (Snapple  went  public 
last  December  at  8.)  But  the 

FDA  tells  BUSINESS  WEEK  it 
has  ended  the  investigation 
without  taking  action.  A  sim- 
ilar probe  by  California  regu- 
lators is  expected  to  be  called 
off,  too. 

The  FDA  probe  at  least  had 
some  substance.  Last  summei", 
the  Valley  Sti'eam  (N.Y.)  out- 
fit had  to  launch  a  costly  ad 


campaign  to  debunk  rumors 
that  drink  containers'  labels 
depicting  the  Boston  Tea  Par- 
ty really  show  a  slave  ship. 

Wall  Street  isn't  even  ruf- 
fled that  insiders  are  unload- 
ing some  stock,  peddling  8% 
of  Snapple.  No  proceeds  will 
go  to  building  Snapple,  which 
feels  it  doesn't  need  more  cap- 
ital. CEO  Leonard  Marsh  and 


his  two  partners  each  shoi 
clear  a  cool  $17  million.  B 
ton  financier  Thomas  Lee  a 
his  funds  should  nab  a  d4 
zling  $100  million,  more  th| 
four  times  their  original  i 
vestment.  Does  the  parti 
cashout   mean   they  thi^ 
Snapple  has  peaked?  Thf 
say  SEC  rules  won't  let  th<8 
talk  during  stock  offerings  5 


JOB  TRAINING 


A  BOARD  OF  EDUCATION  FOR  THE  BOARD 


You'd  think  someone  elect- 
ed to  a  corporate  board 
would  know  what  the  job  en- 
tailed. Think  again. 

The  Wharton  School  and 
executive  search 
firm  SpencerStu- 
art  are  offering 
a  new  twice-a- 
year,  two-day  school  for  di- 
rectors, with  the  first  session 
set  for  December.  And  it's 
not  rookie  directors  but  vete- 
rans who  have  grabi)ed  most 
of  Wharton's  40  spots— from 


Ulharton 


such  big  companies  as  H 
cules  and  Hewlett-Packard 
Why  the  interest?  The 
rectors'  task  lately  has  1 
come  much  more  hands-i 
Increasing' 
they  are  bei 
pilloried  as  in 
tentive  overse 
when  a  company's  fortui 
sour.  At  Wharton,  the  s 
dents  will  act  as  directors 
the  ailing  MegaMicro  Inc.  1 
l)ig  question:  Will  they  ax 
CEO?      Judith  H.  Dobrzyn 
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INSURERS  SAY  \he  Clinton  health  proposal 
will  restrict  Americans'  choices  of  medical  core 
plans.  In  a  TV  spot  sponsored  by  the  Health 
Insurance  Association  of  Ameri- 
ca, a  homey  couple  named  Har- 
ry and  Louise  complain  that  they 


IN  REALITY,  H  ilary  CI  inton 
has  a  point:  Insurers  are  wrong. 
Now,  many  consumers  face 
sharply  limited  choices  of  health 
plans— if  they  can  get  insurance  at 
a'l.  Most  plans  are  punishingly  expensive.  A 
Ijniversity  of  Michigan  study  found  that  cover- 


may  be  forced  to  "pick  from  a  few  health  plar 
designed  by  government  bureaucrats."  The  i 
dustry  argues  that,  with  1,500  private  insi 
ers,  each  offering  many  differs 
policies,  people  benefit  from  c 
extensive  menu  of  choices. 


nies.  Employees  with  preexistin 
conditions  also  get  shunned.  Cli 
ton's  scheme  has  many  weakne: 
es,  but  at  least  it  tries  to  exten 
coverage  to  the  37  million  uni 
sured.  Most  Americans  would  have  three  I 
a  dozen  health  networks  to  choose  from.  F( 


age  is  flat-out  denied  to  15%  of  small  compa-      many,  that  would  be  quite  an  improvement. 
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UP  TO 

aooo 

AYEAR 

OR  MORE 

toward  a  new  GM  car  or  truck. 
Plus  all  the  advantages 
of  a  Gold  MasterCardf 

This  Isn't  Just  A  Caribbean  Cruise 

It's  AB22  Bonus. 


It's  your  dream  vacation,  and  you've  already 
earned  a  $322  bonus  toward  a  new  GM 
car  or  truck.  Just  by  using  your  new 
GM  Gold  MasterCard  and  GM 
Travel  Services.'" 


Here's  how:  Every  time  you  book  travel 
through  GM  Travel  Services  using  Preferred 
Suppliers  like  Delta  Air  Lines,  Delta  DREAM 
vacations;'  Royal  Caribbean  Cnjise  Line,  Club  \f 


Med  and  many  others,  you  get  the  5'X) 
GM  Bonus,  plus  a  S"A)  Partner  Bonus. 
Up  to  $1,000  a  year  or  more! 

After  you've  reached  the  $  1,()(X) 
level,  you  keep  on  getting 
the  S"A>  Partner  Bonus.  There's 
no  limit  to  the  savings  with  GM 
Travel  Services  and  their  Preferred 
Suppliers.  y\nd  there's  no  charge  for  the  GM 
Travel  Services  feature  of  The  GM  Gold  Card.'" 


The  GM  Gold  Card."  Don't  Spend  More,  Spend  Smarter: 

To  apply,  cau 1-800-846-2273. 


nbin«l  with  otllu.  iiflf 


imiil  iiri  puah.ist'  c.r  li'jst  of  J  [K'U  (,M  i. 
Suhiixt  tci  t,M  Giikl  Cird  Rebate  PniKr." 
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BALLPARK  FIGURES 

THE  UTEST  PUY 
IN  ANNUAL  REPORTS 


The  ti^ht  se- 
curity at 
Scoi'e  Board  Inc. 
isn't  about  a  se- 
cret new  product 
or  even  a  dra- 
matic merger.  The 
company,  which 
makes  trading 
cards,  autographed 
baseballs,  and  oth- 
er sports  memora- 
bilia, is  afraid  that 
copies  of  its  new  annual  re- 
port will  be  stolen. 

Score  Board's  report  is  stir- 
ring excitement  among  collec- 
tors because  the  back  jiage 


contains  six  limited-edition 
cards  of  big-name  l)asketl)all 
and  football  players,  including 
NBA  superstars  Shaquille 
O'Neal  and  Alonzo  Mourning. 
Dealers  who  were  shown 
the  cards  say  the 
<  )"Neal  and  Mourn- 
ng  pasteboards 
•ould  fetch  up  to 
SlOO  apiece  on  the 
open  market.  Says 
Christine  Dolce, 
the  Cherry  Hill 
IN.  .J.)  company's 
vice-president 
and  secretary: 
"We  decided  to 
do  something 
special  for  our 
shareholders." 
Board  sent  the  re- 
.5,000  shareholders, 
leaving  15,000  for  collectors 
to  gobble  up.  Dolce  says  after 
they're  gone,  the  company 


Score 
port  to 


COST  OF  LIVING 


WHAT  THE  TAXMAH  TAKES  IN  BIG  CITIES 


Philadelphians  have  l)een 
.griping  about  high  taxes 
ever  since  the  Stamp  Act. 
Now,  a  new  study  by  Vertex, 
a  research  firm  in  Berwyn, 
Pa.,  reports  that  Philly  is  the 


TOTAL  FEDERAL/STATE/lOCAl TAX,  1993 


1.PHIUDELPHIA 

$1,424,778 

2.  PITTSBURGH 

1,351,948 

3.  SEATTLE 

1,332,615 

1.  ATLANTA 

:8.'x'39 

2.  BALTIMORE 

1,136,140 

3.  DENVER 

1,138,862 

FOR  A  SERVICE  COMPANY  WITH  SI  5  MILLION 
ANNUAL  REVENUE  DATA:  VERTEX  INC 


nation's  costliest  city  for  busi- 
nesses, based  on  local  and 
state  taxes. 

There  are  some  real  sur- 
prises in  this  ranking  of 
America's  largest  cities.  No.  3 
Seattle,  generally  thought  to 
l:)e  inexpensive,  turns  out  to 
be  a  tad  more  taxing  for  l)usi- 
ness  than  No.  4  New  York. 
And  San  Francisco,  widely 
held  to  be  tax-hungry,  actu- 
ally placed  a  middling  11th. 

The  differences  can  be  im- 
portant. If  based  in  Atlanta 
(No.  251,  for  instance,  hypo- 
thetical S15  million-a-year 
Phantom  Sei'vices  would  pay 
just  under  S1.12  million  in  tax- 
es (including  federal  ones).  By 
contrast,  the  same  company 
would  pay  nearly  S1.43  mil- 
lion in  Ph"illy-a  S306,.500  gap. 

Sorting  out  the  different 
types  of  levies  in  each  city 
can  be  dizzying.  New  York 
imposes  the  highest  state  and 
local  corporate  income-leased 
taxes,  while  No.  5  Chicago 
tips  the  scales  in  property 
taxes.  And  consider  telecom- 
munications taxes,  where 
Fk)rida  takes  17%  of  the  liill 
for  in-state  calls  and  9.5% 
for  interstate  chats.  1 

Are  the  differences  big 
enough  to  make  a  move 


DRAWN  AND  QUARTERED 


will  reprint  the  report,  but 
without  the  cards.  Wall 
Street  brokers  have  been  in- 
structed to  give  clients  a  se- 
cret telephone  number  at 
Score  Board  to  request  a 
copy  of  the  report.  (Pssst.  It's 
800"899-W51l      Chris  Romh 


worthwhile?  It  depends.  At 
sixth  place  overall  but  25th 
in  property  taxes,  Los  An- 
geles could  be  attractive  to 
an  outfit  that  needs  lots  of 
room.  High-profit  businesses 
might  favor  Dallas  (No.  15), 
which  has  no  corporate  in- 
come tax.         Joneph  Weber 


THE  BIG  PICTURE 

SUCH  A  DEAL 

Who  shops  in  discount  ware- 
houses? The  well-to-do.  Almost 
one-third  of  U.S.  households 
earning  $50,000  or  more  a 
year  say  they  shopped  in  a 
warehouse  in  the  post  month. 
Of  the  under-$  15,000  group, 
just  9%  did. 


S50,000  AND  UP 
S30,000-S50,000 
S15,000-S30,000 
UNDER  S15,000 


PRODUCT  PEEK 


CRYSTAL  GOO 
PERSUASION  FROM  P&fl 


ow  much  antiperspirf 
did  you  put  on  this  mo 
ing'.'  Procter  &  Gamble  ha 
couple  of  new  deodorants  tl 
require  real  manual  dextt 
ty  to  put  on  the  right  amou 
The  new  products  are  ain 
at  eliminating  the  downs 
of  other  sweat-stoppers:  tl 
yucky,  white-pow- 
der antiperspirant 
residue.  Trouble 
is,  if  you  smear  on 
too  much  oi  the 
new  "soft  solid" 
versions  of  p&g's 
Sure  and  Secret 
deodorants,  now 
being  test-mar- 
keted in  Boise, 
Idaho,  you  wind  j* 
up  with  an  ugly  ^  / 
glaze  anyway. 
But  applying  just 
the  right  amount 
is,  well,  a  bit 
complicated. 

To  roll  on  Sure  or  Sec 
Ultra  Di-y  correctly,  you  g 
the  dial  at  the  bottom  of 
dispenser  two  twists.  ^. 
white  cream  that  emer; 
will    remain  invisible 
underarms  when  rubbed 
Too  many  twists,  though,  ; 
it's  back  to  gunk  city,  "j 
new  i)roducts  are  P&g's 
trants  in  the  market 
"clear"   deodorants,  wh 
don't  leave  a  mess 
claims  its  clear  rivals  d( 
control  wetness.  They 
don't  I'equire  such  precis 
either.        Zachary  Schi 


FOOTNOTES 

Dollar  increase  in  home  refinancings,  -Jan.  1  to  Oct.  31.  1993:  96%.  Dollar  decrease  in  loans  to  business,  same  period:  3%. 
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Can 


1.  Can  your  PC  nm  DOS,  ftmdotvs" 
and  OS/2® programs  at  the  same  time'/ 


2d.  Can  your  PC  aimultaneomly  format 
diskettes,  connect  to  an  online  service  like 
CompuServe""  and  print  a  document? 


Ifsmyfile 
and  I'll  name  it 
anything  I  want 

3.  Can  you  save  files 
under  any  name  you  want 
up  to  254  characters  long? 


I L  Does  your  PC  come  with 
II  ver  25  useful  productivity 
•  pplets? Does  it  come  with 
Idobe  Type  Manager™? 


your  PC 
pass  this  simple 


a  © 


c9  □ 


tl 


)).  Can  you  "drag  and  drop  " 
bjects  like  files, folders  and 
rinters  anywhere  you  want, 
)  group  and  organize  your 

Multimedia 


(y.Can  YOU  lake  advantage 
of  the  latest, exciting  multi- 
media video  technology 
without  buying  additional 
hardware? 


Call  for  your  free 
demo  diskette. 


BM.iffln»jir;n.MMjj^.i,i,ijinrw 

File    gdl!    Viaw    Qptlons  Control 

lype 

Belp 

Media  Position 

0:02,84         I    0  13  37         0  13 

fa  program  "crashes,"  can  voii  recover  without  relxiotiiiji 
our  computer?  Can  vou  run  the  lU'w  jieiieration  ol  32-hil 
TOgrams'.''  II  you  answered  no  to  anv  ot  the  ahove.  then 
's  time  to  say  yes  to  a  higher  grade  ot  P( '.  perlornuniee. 

)emand  OS/2  2.1  preloaded  on  vour  next  PC. 

^ith  OS/2  2.1  in  vour       vou  can  w't  a  lot  more  out  ot 
our  PC.  hs  simply  a  question  ot  multiple  choice.  OS/2  2.! 


lets  you  choose  from  the  hroadest  range  ol  P(  i  programs  avail- 
ahle,  and  lets  vou  wt  more  Irom  them  than  ever  helore. 
So  there's  onlv  one  linal  (piestion:  what  are  you  waiting  tor? 

OS/2  2.1  is  availahle  at  local  sof  tware  dealers.  To  order 
or  to  hnd  out  more  ahout  OS/2  2.1.  call  1  800  3-IBM-OS2.  In 
Canada,  call  1800  465-7999. 

Operate  at  a  higher  level. 


IIS  ad  was  created  by  LINTAS  and  gol  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBIvl  and 
S/2  are  registered  trademarks  and  "Operate  at  a  higtier  level"  is  a  trademark  of  Internationa!  Business  Mactnines  Corporation  Windows  is  a 
ademark  ot  IVIicrosoft  Corporation  CompuServe  is  a  trademark  of  CompuServe.  Inc  Adobe  Type  Manager  is  a  trademark  of  Adobe  Systems 
corporated  ©  1993  IBM  Corp 
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EXTRA-CREDIT  COURSES 
fOR  CORPORATE  EXECUTIVES 

Your  story  "Corporate  America's  new 
lesson  plan"  (Special  Report,  Oct. 
25)  provided  insightful  coverage  on  the 
trend  in  Corporate  America  to  use  both 
business  schools  and  in-house  programs 
to  introduce  new  concepts  to  managers 
and  executives.  But  you  missed  another 
option  that  we've  found  very  heli)ful. 

A  number  of  major  comj)anies,  includ- 
ing Monsanto,  are  providing  executive 
development  through  organizations  that 
specialize  in  making  topflight  speakers 
on  a  host  of  pertinent  subjects  available 
on  a  regularly  scheduled  basis.  In  our 
case,  we  are  one  of  300  worldwide  mem- 
bers of  the  Institute  for  Management 
Studies,  which  brings  recognized  busi- 
ness authorities  to  our  various  locations 
each  month.  Among  the  real  advantages 
to  the  IMS  system  is  that  Monsanto  exec- 
utives join  senior  managers  of  like-size 
comjjanies  to  si)end  a  day  studying  a 
specific  subject  with  a  nationally  reco,g- 
nized  expert. 

Further,  we  are  able  to  send  execu- 
tives to  specific  seminars  of  greatest 
value  to  their  job  performance,  thereby 
eliminating  the  possibility  of  forcing  an 
executive  to  sit  through  a  course  that 
has  absolutely  no  value  to  his  or  her 
function. 

We  have  also  found  the  IMS  one-day 
seminar  fits  well  with  our  budget  anrl 
time  constraints. 

R.  Keith  Col.grove 
Ti'aining  &  Development  Mana,ger 
Monsanto  Co. 
St.  Louis 

Ifovind  the  special  report  to  be  of  great 
interest.  Regarding  the  international- 
ization of  executive  programs,  you  may 
be  interested  in  the  University  of  Wash- 
ington School  of  Business  Administra- 
tion's project  in  Romania. 

We  have  l)een  woi'king  since  1991  to 
enable  the  Academy  of  Economic  Stud- 
ies in  Bucharest  to  launch  the  first  MBA 
lirogi'am  in  Romania.  Funding  provided 
l)y  the  U.  S.  Agency  for  International 
Development  made  it  possible  for  more 
than  20  members  of  our  faculty  to  visit 
Romania  to  develo])  a  business  manage- 


ment curriculum,  set  up  a  modern  s 
dent  computing  center  and  coach  acai 
my  faculty. 

The  result  is  a  pro,gi'am  that  will  sc 
operate  independently  of  its  U.  S.  spi 
sors  to  train  the  managers  who  will  le 
Romania's  transition  to  a  free-marl 
economy. 

Robert  S.  Leventhal,  De 
School  of  Business  Administrat 
University  of  Washing! 

Seat 

Until  we  stop  viewing  leadership 
glol}al  perspective,  or  cjuality 
subject  matter  and  understand  the 
ference  between  delivering  content  a 
learning,  there  can  be  little  impro 
ment  in  the  effectiveness  of  execut 
education.  Developing  the  skills  and  h 
its  of  mind  of  leaders  and  thinkers 
quires  the  leai'ner  to  undergo  a  proo 
of  conceptual  and  Ifehavioral  change  t 
takes  time  and  depends  on  consistc 
modeling  and  shaping  of  those  skills  £ 
jierspectives  within  a  relevant  natu 
context.  For  the  senior  manager, 
implies  that  a  classroom-like  form 
whether  in  a  university  or  corpor; 
setting,  is  unlikely  to  be  the  best  choi 
To  create  the  kind  of  learning  tl 
leads  to  real  change,  companies  shoi 
consider  long-tei'm-development  p 
grams  that  are  integi'ated  with  daily 
erations  and  guided  by  those  who  kn 
how  to  foster  skill  development  throii 
critical-thinking  methods.  This  approi 
to  develoifment  makes  sense  for  co 
panies  committed  to  the  concept  tl 
people  can  repi'esent  a  company's  gve 
est  possible  competitive  advantage. 

Jane  Robb 
Winchester,  Ma 

There  is  an  entirely  new  breed 
management  degTee:  Management 
Technolo,gy  (MOT).  While  the  division 
tween  science-technology-engineering  a 
Ifusiness  is  formidable,  the  MOT  in 
grates  technical  knowledge  and  relat 
prol)lems  with  luisiness  sense. 

In  addition  to  all  the  necessary  con 
es  for  an  mba,  the  mot  program 
dresses  such  topics  as  understand! 
the  process  of  innovation,  new-prodt 
development  and  introduction,  and  hi 
new  and  emerging  technologies  affi 
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nee,  marketing,  and  other  manage- 
it  functions. 

am  a  third-semester  student  in  the 
cutive  Management  of  Technology 
I  ree  program  at  Polytechnic  Univer- 
;   in  Brooklyn,  and  the  only  entre- 
!  leur  in  the  class.  I  returned  to  the 
j  sroom  not  only  to  sharpen  my  busi- 
5  skills  but  also  to  learn  firsthand 
typical  problems  our  clients  wrestle 
1  when  managing  technology. 

Scott  Wohlstein 
Convent  Station,  N.  J. 

SS  RETAILERS: 

HEP  AND  DANGEROUS?  

egarding  your  article  "Who's  mind- 
,  ,ing  the  gun  counter?"  (Legal  Af- 
j  5,  Oct.  25),  Kmart  Tampa  store  man- 
r  Mike  Rogers  says:  "Their  biggest 
le  is  that  they're  an  attraction  to  a 
-stop  hunting  shop.  We  have  to  do 
it  we  have  to  do  to  get  business  in 
store." 

[ello?  Anyone  h(.me  at  Kmart?  Guns 
3SS  leaders  in  a  family  retailer?  Wliat 
ctly  are  you  thinking  here?  What 
happened  to  ethics  in  managerial 
ision-making? 

Dan  Wardlow 
San  Francisco 

'ould  like  to  ask:  "Who's  minding  the 
Titers,  lawmakers,  and  ourselves?" 
'irst,  you  can't  seem  to  remember 
I  what  kind  of  weapon  Thomas 
ipp  purchased.  In  the  second  para- 
ph, he  bought  a  rifle;  in  a  mid-article 
irence  to  the  store  where  he  bought 
weapon,  it  somehow  becomes  a  shot- 
i.  If  we  are  going  to  be  informed,  let 
tiave  the  correct  information. 
Vhat's  wrong  with  our  lawmakers? 
tores  repeatedly  violate  the  law,  don't 
)w  procedures,  or  fail  to  keep  records 
rent,  etc.,  why  not  revoke  their  per- 
s  to  sell  firearms? 

jast,  but  most  important,  what's 
3ng  with  ourselves?  When  did  we 
p  becoming  responsible  for  our  own 
ions?  Why  is  everyone  else  respon- 
e  for  what  happens  to  us?  If  someone 
ots  me  with  a  gun,  that  doesn't  make 
■■  seller  of  that  gun  responsible  for 
person  who  misuses  the  gun. 

Rick  Sage 
Cincinnati 

Iow  ridiculous.  Do  we  sue  my  car 
dealer  for  selling  an  automobile  to  a 
ink  who  kills  someone  on  the  highway 
1  charge  the  manufacturer  as  respon- 
le  for  the  mishap? 

David  H.  Hudson 
Bloomfield,  N.Y. 

vould  like  to  see  the  government  re- 
quire all  guns  manufactm-ed  or  sold  to 
/e  a  gun-locking  device  attached.  This 


would  in  no  way  prohibit  any  person 
from  purchasing  a  legal  gun  but  would 
make  unauthorized  use  much  less  com- 
mon. Making  the  owner  responsible  for 
properly  safeguarding  the  weapon  will 
go  a  long  way  toward  preventing  the 
many  accidental  shootings  that  take 
place  in  this  country. 

If  a  burglar  steals  a  gun,  the  owner 
would  be  required  to  report  the  theft  to 
local  police  within  48  hours.  Not  report- 
ing on  time  would  bring  liability  for  any 
criminal  activity  in  which  that  gim  might 
play  a  part.  Such  liability  would  be  a 
strong  incentive  to  ensure  that  the  gun 
is  secured  and  would  help  to  reduce  the 
availability  of  illegal  guns  on  the  street. 

George  Kleiner 
Union,  N.  J. 


In  your  story  "More  jobs— but  they're 
nothing  to  get  worked  up  about" 
(Business  Outlook,  Oct.  25),  you  have 
listed  "Joblessness  in  the  11  largest 
states."  "Largest"  is  not  the  superlative 
to  be  used  here,  as  Georgia  is  the  11th- 
largest  state  in  the  Union,  according  to 
the  1990  census.  Massachusetts  is  now 
the  13th. 

Just  thought  you'd  like  to  know  that 
some  of  us  actually  read  the  small  print. 

Paul  H.  Christian 
Duluth,  Ga. 

FOILING  THE 

ALUMINUM  GLUT  

Your  article  "Suddenly,  there's  alu- 
minum everywhere"  (Top  of  the 
News,  Oct.  25)  correctly  describes  the 
situation  caused  by  increased  Russian 
exports  because  of  the  collapse  of  that 
country's  aviation  and  defense  indus- 
tries. Negotiated  cutbacks  in  production, 
as  described  in  the  story,  are  one  way  to 
deal  with  the  problem. 

Another,  more  positive,  approach  is 
the  development  of  a  civilian  aluminum- 
processing  industry  that  will  utilize  the 
capacity  of  local  smelters  to  produce 
much-needed  products  for  the  domestic 
market. 

The  Trade  &  Development  Agency 
(TDA),  an  independent  U.  S.  government 
agency,  is  supporting  this  effort  by  pi'o- 
viding  partial  funding  for  feasibility  stud- 
ies on  several  aluminum-processing  pro- 
jects in  Russia.  The  construction  of  the 
projects,  such  as  Reynolds'  plans  to  pro- 
duce aluminum  wheels  at  a  smelter  in 
Siberia  and  aluminum  foil  in  St.  Peters- 
burg, will  involve  the  export  of  U.  S. 
goods  and  services  and  create  jobs  here 
at  home. 

In  addition,  the  projects  will  divert 
aluminum  ingots  from  an  already  glutted 
world  market,  thus  assisting  U.  S.  pro- 


ducers, including  Reynolds  and  Alcoa. 

Daniel  D.  Stein 
Regional  Director 
U.  S.  Trade  &  Development  Agency 
Washington 

'A  ViaORY 

FOR  PRICE-HXING'  

If  that  Arkansas  judge  had  really  been 
"the  consumer's  best  friend,"  he  would 
not  have  awarded  damages  against  Wal- 
Mart  on  Oct.  11  ("An  unkind  cut  from 
Wal-Mart,"  In  Business  This  Week,  Oct. 
25).  Lower  prices  are  just  as  important 
to  consumers  as  the  preservation  of 
competition.  The  judge's  action  will  in- 
stead ensure  higher  pharmaceutical  (and 
other)  prices  as  all  retailers  attempt  to 
conform  to  Main  Street  prices  to  avoid 
litigation.  The  consumer  is  merely  guar- 
anteed a  choice  in  where  to  pay  them. 
This  was  more  a  victory  for  price-fixing 
than  for  competition  or  the  consumer. 

Karen  DeLuca  Katchmeric 
Annandale,  Va. 

HELPING  BUSINESS  WITH 

SALES  AUTOMATION  

Your  story  "Taking  a  laptop  on  a  call" 
(Information  Processing,  Oct.  25) 
presented  an  excellent  summary  of  why 
companies  large  and  small  are  support- 
ing their  sales  process  with  automation. 

Driving  out  waste,  increasing  quality, 
improving  service,  decreasing  cycle 
times— efforts  such  as  these  have  dra- 
matically improved  productivity  in  the 
manufacturing  arena  in  the  past  decade. 
Your  readers  may  be  interested  in  know- 
ing there  is  a  nonprofit  professional  asso- 
ciation—the Sales  Automation  Assn.— 
dedicated  to  helping  its  members 
achieve  the  same  results  in  sales,  mar- 
keting, and  customer  service. 

Improvement  in  the  sales  process  is 
long  overdue  in  most  organizations.  The 
next  few  years  will  see  nothing  less 
than  a  revolution  in  the  way  this  side  of 
business  is  conducted. 

Rebecca  Drake-Steele 
Managing  Editor 
Sales  Automation  Assn. 
Dearborn,  Mich. 

THIS  REALITY  CHECK 

BOUNCED  

In  your  "Reality  check"  (Up  Front,  Oct. 
25),  you  trivialize  the  questioning  of 
Frank  Lorenzo's  being  granted  a  fran- 
chise to  operate  another  airline.  I  sug- 
gest you  reread  this  man's  business  his- 
tory as  recorded  in  your  own  publication 
over  the  years.  His  business  style  has 
been  to  operate  wide  of  the  boundary 
that  defines  ethical  behavior  for  most 
businesspeople. 

He  does  have  a  record  that  is  of  ma- 


FYI:  GEORGIA  IS  BIGGER  THAN 
MASSACHUSETTS 
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It's  the  seamless  integration  of 
a  broad  range  of  paper,  film,  and 
digital  media.  The  art  that  perfects 
the  transformation  of  information 
into  knowledge. 

This  is  harmony.  And  whether 
you  need  a  stand-alone  copier  or 
microfilmer,  or  a  more  complex 
system  composed  of  high-speed 
printers  and  scanners,  optical 
disk  libraries,  or  writable  CD, 
whether  you  need  black-and- 
white  or  color,  we  have  the  solu- 
tions that  will  create  harmony  at 
work  for  you. 

Because  Kodak  offers  a  wide 
range  of  document  imaging  solu- 
tions designed  to  work  in  harmony 
with  virtually  all  office  products, 
pushing  performance  levels  to 
their  peak.  Allowing  you  to  share 
documents  and  images  freely  and 
independently.  Giving  you  flexi- 
bility to  migrate  to  future  tech- 
nologies, without  fear  of  being 
locked  in  by  a  proprietary  system. 
Fostering  continuous  improvement 
by  merging  technology  and  people 
so  that  each  supports  the  other 
Enhancing  your  responsiveness 
and  your  competitiveness. 

The  world  is  changing.  So  is 
document  imaging.  You  need  a 
trusted  partner  who  can  help  you 
through  these  changes.  We  are 
that  partner 

You  can  no  longer  think  of 
paper,  film,  or  digital  technologies 
as  separate  document  imaging 
platforms.  The  operative  word  is 
harmony. 


Kodak  Office  Imaging.  Harmony  at  work. 


Photo:  ©Rob  Starnon/lamev  Stillings,  1993.  ©Eastman  Kodak  Company,  1993. 
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BREITLING  WORLD  CUP  OF  AEROBATICS  1993 


BRhlTLING  MASTERS  OF-  FRANCE,  I'.his  AiiMmw,  luiic  il  l  > 
EUROPEAN  AEROBATICS  CMAMI'IONSHll'S,(  ,ro-.scl(.,  It.ily,  luiU'  lh-27 
EAA  FLY-IN  CONVENTION,  Oslikosli  USA,  August  2  "! 
BREITLING  MASTERS  OF  SWIT/I  Rl  AND,  lk\,  August  2h-24 
BREITLING  MASTERS  OF  GERMANY,  Ik  rim.  Si  pli  mlxM  2-S 
BREITLING  MASTERS  OF  USA,  I'oin[i,ino  HckIi,  NommhIht  18-21 


AUTHORIZED  BRIHTLINC  AGENT: 

Hittlc  ^toitjcrlanb 

JEWELERS 

Arcade  Building  •  7910  Girard  Avenue 
La  Jolla,  Calii  ornia  92037  •  619/454-5145 

We  accept  Carte  Blanche,  Discover,  MasterCard  and  Visa. 


14  BUSINESSWEEK/NOVEMBER  15,  1993 


FROM 


BusinessWeek 


This  is  Free: 
I-800-760-IIII 

This  is  Priceless: 

Advertise  your  company  on  the 
Export  Hotline's  Electronic  Directory 
for  only  $35  a  year. 
.    Whether  you're  looking  for  business  around 
the  world  or  right  here  at  home, 
YOUR  Company  can  be  found  by  more  than 

1,000  BUSINESS  CALLERS  WHO 

USE  THE  Export  Hotline  everyday. 
Call  our  800  number  for  BusinessWeek  readers 

'   AND  we'll  FAX  YOU  EVERYTHING  YOU  NEED, 


IT'S  THAT  SIMPLE. 


AT&T  •  BusinessWeek  •  Delta  Air  Lines, 
KPMG  Peat  Marwick  •  The  Journal  of  Commerce  •  The  National  Association  of  Manufacturers 
U.S.  Council  for  Ir-JTERNATiONAL  Business  »  Wolf,  Greenfield  &  Sacks,  p.c. 


the  U.S.  Department  of  Commerce. 
Developed  &  Managed  by  International  Strategies,  Inc. 


,  -  —  .  —  f,,  0  

"face-to-face"  meetings  are  now  a  daily  reality. 
Businesses  exchange  information  smoothly 
and  efficiently  through  our  telecommunication 
systems.  And  all  over  the  world,  cities  connect 
via  Hitachi  transportation  systems.  At  Hitachi, 
the  purpose  of  technology  is  not  simply  to 
make  clever  products.  It  is  also  to  link,  and 
unite  in  order  to  achieve  a  basic  goal:  A  better 
world  for  succeeding  generations.  TThis  is  the 
operating  philosophy  behind  every  one  of  the 
2,0,000  products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  over  80  years.  And  even  more 
important,  it  is  our  definition  of  the  future. 


imer  Electronics  •  Medical  Sys 


insportation  Equipment  •  Power  Plants  &  Equipment  •  Electronic  Components^ 

c,  1993  Hitachi.  Ltd.  Tokyo,  Japan.  AH  rigtlts  reserved:.' 


Economic  Viewpoint 


HEALTH  CARE  HAS  A  BAD  CASl 
OF  'COST  DISEASE' 


BY  ROBERT  KUHNER 


Severe  inflation 
is  endemic  in 
labor-intensive 
services.  So  some 
form  of  restraint  on 
medical  costs — such 
as  Clinton's  plan 
aims  to  provide — 
is  needed 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


William  J.  Baumol  is  one  of  those  rare 
economists  whose  predictions  have 
l)een  liorne  out  by  events.  His  most 
famous  insight,  known  as  "Baumol's  Disease," 
says  that  because  productivity  in  the  service 
sector  tends  to  lag  behind  productivity  in  man- 
ufacturing, costs  in  services  relentlessly  rise 
(BW— Nov.  16,  1992).  His  favorite  example  is  a 
Mozart  string  quartet.  While  productivity  in 
transportation,  manufacturing,  communications, 
and  agriculture  has  increased  manyfold  since 
1791  (the  year  of  Mozart's  death),  string  quar- 
tets still  require  four  musicians  and  four 
instruments  and  still  take  the  same  time  to 
perform. 

In  the  27  years  since  since  the  Princeton 
University  economist  first  noted  this  productiv- 
ity gap  between  services  and  manufactured 
goods,  experience  has  shown  that  it  holds  true 
in  any  service  that  is  inherently  labor-inten- 
sive: education,  law  enforcement,  lawyering, 
repair,  restaurant  services,  child  care,  social 
work,  and  health  care.  Of  course,  what  makes 
Baumol's  Disease  newly  relevant  is  health- 
care reform. 

In  health  care,  the  import  of  Baumol's  work 
is  double-edged.  On  the  one  hand,  if  the  effect 
of  the  disease  in  services  is  relentless  and  in- 
evitable, there's  nothing  much  to  be  done. 
Baumol  himself  has  warned  against  using  price 
controls  to  rein  in  medical  costs.  Moreover, 
Baumol  says,  unlike  productivity-increasing 
technologies  in  industries  such  as  banking  or 
insurance,  new  technologies  in  health  care 
tyi^ically  add  to  costs  and  consume  more  of  the 
doctor's  time. 

VIRULENT  STRAIN.  On  the  Other  hand,  the  pre- 
sent health-care  market  is  uncommonly  ineffi- 
cient. Consumers  have  scant  market  power 
and  most  bills  are  paid  by  third-party  insurers. 
Incentives  operate  perversely  to  raise  costs 
well  beyond  the  inevitable  Baumol  trajecto- 
ry. Health  care  is  such  an  imperfect  market 
that  some  forms  of  market  structuring  could 
decrease  administrative  inefficiencies  and  low- 
er the  rate  of  medical  inflation.  And  absent  re- 
form, cost  containment  is  indeed  likely  to  l^e 
care  containment.  While  Baumol's  Disease  m.ay 
1)6  an  epidemic,  the  medical  system  has  caught 
a  particularly  virulent  strain. 

There  are  two  profound  implications  of  Bau- 
mol's Disease— or  Cost  Disease,  as  he  prefers 
to  call  it.  First,  as  the  U.  S.  increasingly  be- 
comes a  service  economy,  overall  productivity 
growth  is  likely  to  slacken.  Better  machines 
can  reduce  the  labor  cost  in  production  of  au- 
tomobiles, but  measured  productivity  of,  say, 
teachers,  nurses,  ministers,  or  social  workers  is 
not  likely  to  increase  over  time.  Second,  as 
these  professionals  expect  their  living  stan- 


dards to  rise  along  with  everyone  else's  c 
spite  their  stagnant  productivity,  costs  in  the 
sectors  will  steadily  rise  relative  to  oth 
costs.  Thus,  the  real,  inflation-adjusted  cc 
of  a  ton  of  steel  has  fallen  dramatically  in  t 
past  four  decades,  while  the  real  cost  of 
college  education  or  a  hospital  bed  has  o\ 
stripped  inflation. 
HUGE  CHUNK.  Baumol  has  calculated  that  sin 
1948,  education  expenditure  per  student  has 
creased  at  nearly  five  times  the  general  rate 
inflation;  doctors'  fees  at  about  double  t 
rate  of  inflation;  and  hospital  costs  at  sev 
times  the  rate.  Extrapolating  these  trenc 
Baumol  projects  that  in  2040,  education  u 
consume  fully  29%  of  gi'oss  national  prodi 
(compared  with  6.7%  in  1990),  and  health  ca 
a  staggering  35%  of  GNP— more  than  triple 
1990  proportion.  Obviously,  not  all  servic 
can  increase  their  share  of  GNP,  so  some  w 
have  to  be  reduced. 

To  be  sure,  Cost  Disease  can  be  exagger; 
ed.  Many  technological  advances  in  manuf; 
turing  do  spill  over  into  services.  One  exa 
pie:  Economists  once  projected  that  half  t 
labor  force  would  be  required  to  handle  t 
anticipated  volume  of  phone  calls— but  au 
mated  switching  led  to  phenomenal  prodi 
tivity  gains  and  diminishing  human  labor  ir 
quintessential  service  industry.  The  same 
fects  have  occurred  in  the  back  offices 
banks,  insurance  companies,  and  other  si 
vice  industries  that  use  computers.  Even 
the  arts,  millions  of  people  can  now  hear  IV 
zail  cheaply  via  television  and  radio— though 
would  cost  them  plenty  to  hear  the  music  p' 
formed  live. 

Reading  Baumol's  writings  on  health  cai 
one  can  detect  a  subtle  evolution  in  his  viev 
In  his  earlier  wi-itings  on  medical  and  hospi 
costs,  Baumol  saw  a  certain  inevitability 
rising  prices,  driven  by  Cost  Disease,  genera 
combined  with  technology  and  demograpl 
shifts.  Baumol  warned  that  government  int' 
vention  would  likely  make  things  worse, 
lately,  as  hospital  costs  have  continued  to  r 
at  three  or  four  times  the  inflation  rate,  Bi 
mol  has  become  a  reluctant  convert  to  soi 
form  of  cost  restraint,  though  not  without  a 
bivalence.  He  believes  the  Clinton  plan 
managed  competition  and  indirect  cost  C£ 
is  preferable  to  direct  price  regulation,  sir 
Clinton's  program  uses  market  mechanism; 

Baumol  now  believes  that  health-care  co: 
are  inflating  at  such  a  rate  that  to  do  nothi 
would  court  even  more  irrational  forms 
cost  control,  with  severe  consequences  1 
medical  care.  Even  though  the  affliction 
services  cannot  be  entirely  cured,  it  is  s 
worth  treating. 
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The  future  has  never  looked 
better.  Without  a  doubt,  the  new 
Accord  Sedan  from  Honda  is 
more  aerodynamically  beautiful 
than  ever.  A  classic  combination 
of  form  and  function. 

However,  a  closer  examination 
reveals  that  this  Accord 
is  unlike  any  youVe  ever 
seen  before.  Everything 
about  it  has  changed, 
with  all-new  technology. 

Testing  showed  how 
changes  in  the  body  s 
internal  stmcmre  could 
reduce  road  noise.  So  we 
added  high-tech  baffling 
materials.  Its  very  quiet 

To  make  the  Accord 
stronger,  we  reinforced 
the  outer  body  panels 
with  thicker  steel  and  we 
added  steel  beams  and 
pads  inside  the  doors. 
It  is  easy  to  see  why  the 
new  Accord  meets  the 
federal  side-impact  standards  for 
1997,  three  years  early. 

While  we  re  on  the  subject  of 
safety,  you'll  find  that  drivers  and 
front  passengers  airbags  SRS  are 
standard.  The  Accord  EX,  here, 
even  includes  a  refined  anti-lock 
braking  system  (ABS).  Which,  of 
course,  is  also  available  on  the  LX 
and  DX  models. 

The  compact  Z.Z  liter,  16-valve 


engine  in  the  new  Accord  will  be 
a  topic  of  engineering  lectures 
for  years  to  come.  The  version  in 
DX  and  LX  models  produces  130 
horsepower,  while  the  EX  model 
develops  145  horsepower,  the 
most  ever  in  an  Accord.  Both  are 


After  computer  analysis  of  C 
how  our  automatic  transmissi^  u 
shifted,  our  engineers  designe  i 
new  transmission  so  smooth  a » 
quiet  that  you  will  hardly  notii  it 
when  it  changes  gears. 

A  computer  inside  the  nevjil 


fuel-iiijcctcd  and  teat ii re  I  lunUas 
innovative  second-order  balance 
system  that  cancels  vibrations 
that  cause  other  engines  to  twist 
and  shake.  Both  are  very  smooth. 

You  11  find  a  new  version  of  our 
Variable  Valve  Timing  and  Lift 
Electronic  Control  system  (that  s 
VTEC  for  short)  increases  both 
power  output  and  fuel  efficiency 
in  the  Accord  EX  engine. 


Accoi  ei  s  transmission  usesar 
advanced  Grade  Logic  Conti 
System  that  can  detect  specie 
driving  siaiations,  such  as  hill; 
stop-and-go  traffic.  Automatic 
it  then  changes  the  transmiss 
shift  points  for  the  best  possif 
performance.  For  example,  it 
knows  when  the  Accord  is  gc 
uphill  and  shifts  to  third  gear  i 
more  pulling  power. 


O  1993  Amenijn  Hondd  Monir  ( a..  Im 


is  history 


3rade  Logic  is  smart  enough 
mow  the  difference  between 
and  down,  too.  When  going 
vnhill,  it  downshifts  to  help 
itrol  your  speed.  Which  adds 
igher  level  of  refinement  and 
ther  driving  enjoyment 


well.  Their  concave  design  frees 
up  more  knee  room  for  those 
passengers  riding  in  the  back.  Up 
front,  a  padded  center  armrest 
with  storage  is  ideally  positioned 
for  driver  and  passenger  comfort 
in  the  new  Accord. 


/  •  J"'  .^^'W^         ■  1 — 


On  the  inside,  you'll  find  the 

k  is  warm  and  inviting,  with 
i  asing  textures  and  soft,  plush 

rics.  A  rich,  leather-trimmed 
i  irior  is  available  on  the  Accord 

^  model,  namrally. 
I  Seats  have  been  reshaped  to 

iter  fit  your  shape.  They  are 
i  Jer  and  more  supportive  in 

;  hip,  back  and  shoulder  areas. 

le  front  seatbacks  are  new  as 


The  new  instrument  panel  is 
a  model  of  intelligent  design  and 
layout  It  gracefully  wraps  around 
the  interior  and  is  darker  on  top 
to  reduce  irritating  glare.  Gauges 
are  large  and  easy  to  read.  And 
switches  are  right  where  they 
should  be.The  center  console  is 
slanted  to  improve  your  access 
to  heater  and  ventilation  controls 
and  audio  components. 


Honda  engineers  wrote  the 
book  on  ride  and  handling.  The 
Accord  adds  yet  another  chapter. 
Its  four-wheel  double  wishbone 
suspension  system  expertly 
soaks  up  bumps,  dips  and  rough 
pavement  without  sacrificing 

responsiveness  or  agility. 
You'll  find  that  it  tracks 
steadily  and  accurately 
through  tight  curves  and 
comers,  responding 
immediately  to  steering 
inputs  from  the  driver. 
At  highway  speeds,  you'll 
feel  more  comfortable 
and  in  complete  control. 

But  since  you  need 
to  feel  the  road,  we  have 
designed  a  new  power 
steering  system  to  do 
the  same.  It  works  like 
this.  As  you  tum  the 
steering  wheel,  it  senses 
resistance  from  the  tires 
and  provides  a  precise 
amount  of  power  assist  It  never 
feels  unnecessarily  heavy,  numb 
or  over-assisted. 

The  Accord  has  always  had  a 
history  of  sending  everybody 
else  back  to  the  drawing  board. 
With  the  new  Accord,  history  is 
bound  to  repeat  itself 

ACar  Ahead 
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conomic  Trends 


BY  OWEN  ULLMANN 


COHSUMERS  STILL 
HAVE  PLEHTY  OF 
BORROWING  POWER 


A major  reason  why  the  c-urrent  ex- 
pansion is  so  lackluster,  many  econ- 
omists believe,  is  that  households  got 
too  deeply  into  the  red  during  the  easy- 
credit  1980s.  Now,  the  story  goes,  chas- 
tened consumers  are  unwilling— or  un- 
able—to borrow  more,  putting  a  damper 
on  economic  gi'owth. 

Both  of  these  pieces  of  conventional 
wisdom  are  disputed  by  Michael  E.  Stat- 
en,  head  of  Purdue  University's  Credit 
Research  Center.  "The  household  debt 
buildup  of  the  1980s  and  the  debt  pay- 
down  of  1991-92  have  been  overstated," 
Staten  contends  in  a  new  report  for 
Capital  Markets  Assurance  Corp.,  an  in- 
surer of  fixed-income  securities.  True, 


CONSUMER  DEBT 
IS  UNDER  CONTROL 


CONSUMER  INSTALLMENT  CREDIT  AS  A 
PERCENT  OF  HOUSEHOLD  LIQUID  ASSHS' 
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there  was  a  significant  buildup  of  consu- 
mer debt  during  the  '80s,  but  not  be- 
cause credit  was  out  of  control.  Instead, 
explains  Staten,  consumer  debt  grew 
because  demographic  changes  led  to  mil- 
lions of  new  households  becoming  bor- 
rowers for  the  first  time.  Moreover, 
lenders  were  willing  to  extend  credit  to 
more  people,  in  part  because  of  im- 
proved methods  of  assessing  credit  risk. 

Consumers  were  also  in  better  shape 
to  borrow  than  commonly  realized,  ar- 
gues Staten,  because  their  personal  liq- 
uid financial  assets  were  growing  as  fast 
as  their  new  debt.  Consumer  installment 
credit  as  a  percenta,'./e  of  household  liq- 
uid assets  was  at  the  same  level  in  1990 
as  it  was  in  1985,  and  it  never  reached 
the  26%  peak  seen  just  before  the  1974 
and  1980  downturns  (chart). 

Staten  believes  that  households  will 
not  be  timid  about  continuing  to  take 


on  new  debt.  Rather,  they  will  get  more 
sophisticated  about  how  to  use  credit. 
Consumers  have  been  flocking  to  home- 
equity  loans  in  recent  years,  lured  by 
the  advantages  of  lower  aftertax  interest 
rates.  That's  why  home-equity  credit 
soared  75%,  to  $469  billion,  between 
early  1988  and  the  third  quarter  of 
1992— notwithstanding  the  intervention 
of  a  recession.  And  Staten  predicts  this 
trend  will  only  accelerate  because  of  the 
higher  personal  income  tax  rates  Con- 
gi'ess  passed  last  summer.  If  he's  right, 
this  is  good  news  for  an  economy  depen- 
dent on  consumer  borrowing  and  spend- 
ing for  much  of  its  spark. 


THE  HEALTHY  NUMBERS 
ON  CAPITAL  SPENDING 
MAY  BE  DECEIVING 


A sharp  increase  in  capital-equipment 
spending— 16%  over  the  past  year- 
has  been  one  of  this  recovery's  brightest 
spots.  But  the  capital  stock  may  not  be 
growing  as  quickly  as  the  large  spending 
gain  suggests.  Computers  now  account 
for  25%  of  capital-equipment  purchases, 
up  from  5%  a  decade  ago.  And  comput- 
ers have  to  be  replaced  much  sooner 
than  most  other  equipment,  such  as  ma- 
chine tools,  because  new  technology 
makes  them  obsolete  faster.  Federal 
Reserve  Board  Chairman  Alan  Green- 
span notes  that  the  average  life  expec- 
tancy of  capital  equipment  was  14.5 
years  in  1992,  down  from  16.5  years  in 
1982  and  17.4  years  in  1972.  He  attrib- 
utes the  change  to  computer-related 
equipment,  which  nonnally  lasts  no  more 
than  eight  years,  only  one-half  to  one- 
third  the  life  span  of  machine  tools. 

Business  regards  its  spending  on  com- 
puters as  an  investment  in  productiv- 
ity. But  Fed  analysts  worry  that  the 
calculations  of  business  planners  may 
not  take  fully  into  account  the  speed  of 
obsolescence  of  computers,  which  raises 
their  long-term  costs  because  they  have 
to  be  replaced  sooner  than  planned  for. 
That  raises  the  distressing  possibility 
that  replacing  lower-tech  but  more  dur- 
able equipment  with  the  latest  high-tech 
wonders  won't  improve  the  bottom  line 
as  much  as  companies  think. 


U.S.  ECONOMIC  WOES: 
WE  HAVE  MET 
THE  ENEMY,  AND... 


Since  1973,  when  U.S.  growth  and 
standard  of  living  began  to  stagnate, 
politicians  and  economists  have  blamed 
the  economy's  problems  in  good  part  on 


the  rise  of  international  trade  and  tl 
uncompetitiveness  of  U.  S.  industry.  B 
the  global  economy  may  be  just  a  scap 
goat  for  domestic  problems  only  slight 
affected  by  changes  beyond  our  border 
In  a  study  for  the  National  Bure; 
of  Economic  Research,  economists  Pa 
R.  Krugman  at  Massachusetts  Institu 
of  Technology  and  Robert  Z.  Lawren 
at  Harvard  conclude  that  the  source 
U.  S.  difficulties  are  "overwhelmingly 
mestic."  Analyzing  data  covering  tl 
past  four  decades,  they  contend  that  t 
shrinking  manufacturing  base  cannot 
attributed  to  increased  foreign  compe 
tion.  Instead,  they  maintain,  technoloj 
cal  advances— not  a  flood  of  cheap  goo 
from  abroad— led  to  an  increase  in  ma 
ufacturing  productivity  and  resulted  in 
decline  in  manufacturing  employmei 
This  trend  especially  affected  low-skill 
workers,  who  either  lost  their  jobs 
saw  their  real  incomes  take  a  beatin 
The  Krugman-Lawrence  analysis  su 
gests  that  the  passage  of  the  Nor 
American  Free  Trade  Agreement  w 
have  scant  impact  on  the  U.  S.  ecor 
my— good  or  bad. 


CAN  GAMBLING  SOLVE 
STATE  FISCAL  PR0BLEMS1 
DON'T  BET  ON  IT 


Given  voters'  universal  resistance 
higher  taxes,  state  governmen 
have  been  turning  more  and  more 
legalized  gambling  as  a  painless  way 
raise  badly  needed  revenues.  The  pre 
lem  with  this  approach:  It's  painless  t 
cause  it  barely  pinches  any  purs( 
Lotteries,  casinos,  and  off-track  betti: 
just  don't  raise  enough  money  to  redu 
a  -State's  reliance  on  other  taxes  or 
solve  a  serious  budget  problem,  accor 
ing  to  Steven  D.  Gold  of  the  Rockefell 
Institute  of  Government  at  the  Sta 
University  of  New  York.  Gold  says 
teries,  now  legal  in  37  states,  yield 
$7.6  billion  in  1991,  only  3.2%  of  to 
revenues  for  those  .states.  That  figi 
does  not  reflect  lost  sales  or  excise  tax 
because  people  who  gambled  had 
money  to  spend  on  other  taxable  iten 
Casinos  are  the  latest  fad.  Includi 
those  on  Indian  reservations,  they  op 
ate  in  19  states.  But  they  account  for 
sizable  share  of  revenue  only  in  Neva 
(about  50%).  In  New  Jersey,  by  c( 
trast,  casinos  bring  in  less  than  4% 
total  state  revenue,  says  Gold.  And  pa 
mutuel  revenue  from  horse  and  dog  r 
ing  and  jai  alai  has  fallen  because  of 
creased  competition  from  lotteries.  T 
bottom  line  for  politicians:  If  you  need 
raise  revenue,  you'll  have  to  do  it 
old-fashioned  way— by  hiking  taxes. 
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f  ^  -  .    At  any  given  moment 
V  -  x  half  the  world  is  enjoying  Black. 


Imagine  a  notebook  thai  adjusts  to  the  way  you  »ori  instead  of 
the  other  Ka\  around.  The  keyboard  detaches  nhen  that  s  more 
confenient.  You  can  u<<  the  pen  as  a  pointing  device,  to  high 
light  or  delete  fcvr.  or  to  take  notes  (you  Jbiow;  hke  a  per. 
ind  unlike  "comertihW notebooks,  you  can  cotnfortably 
use  both  the  keyboard  and  pen  at  the  same  time. 


Introducing 
Complex 


486/33  mode    .  t 
without  keyboard),  ir. . 

instant- on  capabilities,  and  has  an  arerage  batt^9 

3.3-4  hours.  .US-DOS  6.0,  MS  Windowsjor  Pen  Computing,  Ink  >  Inkiiare \oiel. 
and  Slate  PenPowcrJor  .Microsoft  Eicel  are  included,  .is  well  as  our  3-year  worldwide  warranty. 


IJ  IT  LOf)KS  like  the  new  Compaq  Concerto 
has  a  spUt  personaHty,  well,  it  does. Which 
is  exactly  what  makes  it  the  most  useful 
notebook  computer  we've  ever  built.  It's  a  lull- 
function,  486  notebook  with  pen  capabilitv. 


•NAL  Notebook  With 
)  For  Tradition. 


The  keyboard  detaches  so  it's  as  flexible  in  the  way 
it  works  as  you  have  to  be.  It  comes  with  a  conve- 
nient Flexhandle,  a  hi^h-definition, 
9.5"  Maxlight  display  and  with  the 
two  PCMCIA  Type  II  slots,  it  even 

allows  you  to  add  a  varietjK<5f 
industry-standard  devices^fpln 
other  words,  the  new  Compaq 
Concerto  works  in  an  incredible  number  of  \\a\  N. 
Which,  come  to  think  of  it,  is  probably  a  lot  like 
the  way  you  work,  isn't  it?  For  more  details  on  the 
new  Compaq  Concerto  just  call  1-800-345-1  518. 

COMPAa 


The  perfect  solution  jor 
meetings.  Just  [he  tohlcf 

and  pen  dnJ  \  ou  cjn  ijuicih 
lake  notes,  access  flics.  i\ork 
on  hudgcl'i.  (Or.  \houIJ  the 
mectinq  qct  really  shm,  wu 
can  pursue  an  art  •.j:.<.rj 


THE  MOST  POWERFUL  BANK:  INSIDE  GERMANY'S  BUNDESBANK 

By  David  Marsh 

Times  Books  •  331  pp  •  $25 


THE  HOUSE  THAT 
FEAR  BUILT 


When  I  was  ^'owing  up  in  New 
York,  my  mother,  who  had 
left  Poland  in  1929,  would  try 
to  convey  to  me  our  relative  well-being 
by  evoking  one  of  the  ghastlier  images 
from  post-World  War  I  Europe:  desper- 
ate Gei'mans  lining  up  to  buy  bread, 
their  worthless  marks  overflowing  the 
wheelbarrows  that  they  had  pushed  to 
the  baker's  and  that  had  become  the 
eml)lem  of  the  country's  swollen  money 
supply. 

Of  course,  the  story  had  a  darker 
side.  As  hyperinflation  peaked  in  1923, 
leaving  the  mark  worth 
one-trillionth  of  its  1913 
value  against  the  dollar, 
young  Adolf  Hitler  rose 
to  prominence  when  he 
was  arrested  for  trying  to 
lead  his  storm  troopers  in 
a  march  on  Berlin. 

Germany's  Bundesbank 
finds  it  useful  to  keep 
alive  in  the  public  psyche 
the  tragedy  that  engen- 
dered its  anti-inflation 
creed,  observes  David 
Marsh  in  The  Most  Poiv- 
erful  Bank.  As  Europe's 
predominant  central  bank 
and  the  one  most  directly 
confronting  the  economic 
shocks  of  the  cold  war's 
end,  the  Bundesbank  is 
under  fire.  North  America  and  Asia  wor- 
ry that  its  obsession  with  inflation  will 
plunge  the  world  economy  into  depres- 
sion. Germany's  neighbors  watch  warily 
to  see  if  Bundesbank  policies  will  de- 
stroy 40  years  of  effort  to  unify  Eurojje. 

Given  such  drama,  it's  too  l)ad  Marsh 
has  produced  a  largely  historical  work 
that  suffers  from  repetition  and  a  ten- 
dency to  jump  around  in  time.  It's  a 
slog  through  his  slow  account  of  pre- 
cur-sors  to  the  Bundesbank,  which  was 
formed  by  law  in  1957.  In  fact,  it's  sur- 
prising that  readers  in  Europe,  where 
the  book  was  published  last  year  to  wide 
attention,  hung  on  past  the  opening  sen- 
tence, which  intf)nes:  "As  a  target  for  in- 
vestigation, the  Bundesbank  fulfills  a 
great  many  supremely  appropriate  ci-ite- 
ria."  Still,  as  a  portrait  of  a  dimly  undei-- 
stood  instituti(»n  certain  to  be  increasing- 
ly at  the  center  of  the  global  economy, 
the  book  is  timely  and  worthwhile. 


Marsh,  European  editor  for  the  Fi- 
nancial Times,  details  well  the  Bundes- 
bank's role  as  a  last  bastion  of  anti-infla- 
tion rectitude.  The  bank's  headquarters, 
tellingly  located  at  a  distance  from 
downtown  Frankfurt's  commercial  bank 
towers,  drives  home  the  point  as  blunt- 
ly as  any  Bundesbank  official  could. 
While  the  U.  S.  Federal  Reserve  sits  be- 
hind marl)le  columns,  the  concrete  Bun- 
desbank iuiilding.  Marsh  writes,  has  all 
the  visual  appeal  of  a  "high-rise  Holi- 
day Inn  or  a  long-stay  sanitorium." 
While  cherubs  grace  the  ornate  ceilings 


arsh  observes 
that  the  Bundesbank 
finds  it  useful  to  keep 
alive  the  memory 
of  1920s  hype  rinfl a  t  ion 


of  the  Banque  de  France,  there's  not  an 
Old  Master  to  be  found  in  the  Bundes- 
bank. Yet  such  respect  does  the  guar- 
dian of  the  German  currency  command 
that  the  Bundesbank  president's  salary 
is  $42(),0()(J,  more  than  triple  that  of  Fed 
Chairman  Alan  Greenspan. 

Two  decades  of  remarkable  German 
economic  success,  Mai'sh  reports,  have 
made  the  Buba  enormously  influential. 
Insistence  on  Bundesiiank-style  Stahil- 
ilatspolitik  "now  forms  the  core  of  inter- 
national economic  policy. ..enshrined  in 
a  thousand  summit  communiciues  and 
ministerial  declarations."  Bundesbank  of- 
ficials are  the  "evangelists  of  world  fi- 
nance." No  wondei'  they  often  seem  self- 
righteous,  even  arrogant. 

Marsh  is  most  illuminating  in  dispel- 
ling the  myth  of  the  Bundesljank  as  a 
monetarist  monolith.  Pragmatism,  he 
says,  is  one  of  the  central  bank's  most 
important  characteristics.  "In  steering 


its  way  through  the  monetary  shoals  ( 
the  1990s,  the  Bundesbank  will  dr;i' 
upon  flexibility  and  resilience  in  e(iu; 
measure." 

Marsh  hits  his  stride  with  insight 
into  the  bank's  political  maneuverim 
particularly  since  German  unificatini 
Three  German  Chancellors,  includiii 
Helmut  Schmidt  in  1982,  can  lay  the 
downfall  to  Bundesbank  actions.  Mar< 
also  blames  the  central  bank  for  tci 
nomic  growth  rates  in  Germany  ih; 
since  1970  have  been  lower  than  those  ( 
most  other  industrialized  countries.  '11 
price  of  currency  stability  may  ha\ 
been  less  for  Germany  than  for  moi 
inflation-prone  countries,  but  a  price  ii; 
been  paid  all  the  same. 

Marsh  finds  clear  limits  on  both  tl 
bank's  clout  and  its  legendary  indepci 
dence  from  government  influence.  / 
the  time  of  unification,  he  notes,  il 
Bonn  government  ignored  Bundesbar 
warnings  that  instituting  one-for-one  pa 
ity  between  the  West  ai 
East  German  mail 
would  destroy  Ea.st  (k- 
man  industry.  To  mal- 

I matters  worse,  Chan(  ( 
lor  Helmut  Kohl  a 
novmced  the  parity  mn\ 
without  even  inform  it 
Karl-Otto  Pohl,  then  tl 
Bundesbank's  presideii 
Marsh's  detailed  and  d 
finitive  treatment  of  tl 
url)ane  Pohl's  subseqiic 
resignation  is  a  highliul 
What's  next  for  thv  i 
stitution  that  could  \\t 
eclipse  the  Europe; 
Community  as  post-col 
war  Europe's  most  p"\ 
erftil?  A  major  disappoii 
ment  is  Marsh's  faihii-e 
update  the  U.  S.  edition  with  an  anal\^ 
of  Bundesbank  activities  in  the  turlmle 
year  just  past— which  in  August  led 
the  effective  collapse  of  Europe's  s\ 
tem  of  managed  exchange  rates. 

And  given  the  primacy  of  person 
chemistry  in  money  politics,  he  misses 
not  proi)ing  the  personalities  moving  t 
bank  today.  Of  Hans  Tietmeyer,  i! 
Bundesbank's  new  president  and  like 
leader  for  most  of  the  rest  of  the  '91 
there's  little  more  than  a  perfuncte 
biogi'aphy.  There's  also  little  on  the  et 
er  men  on  the  16-member  policy-ni;i 
ing  council  that  every  two  weeks  mer 
to  decide  Europe's  interest  rates^ai 
economic  ftiture.  The  world  will  be  lie; 
ing  a  lot  more  from  these  central  l);ni 
ers  in  the  years  ahead.  I  would  h;i  ■ 
liked  to  get  to  know  them  better. 

BY  BILt  JAVETJI 
Javetski  is  BUSINESS  week's  Eurojic 
econorn  ics  correspond e n  t. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  SECOND-HALF  SPARKS 
OULD  FLY  INTO  '94 


lERE  THE  ECONOMY 
GETTING  ITS  FUEL 


■  GDP 

0  DOMESTIC 
DEMAND 


J^^Teak  first  half,  strong  second  half.  Sound  fa- 
miliar?  If  it  does,  don't  worry.  You  have  good 
■  reason  to  feel  a  strong  sense  of  deja  vu  about 
1993  economy  compared  to  the  1992  version.  This 
e,  however,  the  second-half  pickup  reflects  broad  im- 
vement  in  the  fundamental  forces  that  drive  growth, 
it  means  chances  are  good  that  the  economy  will  main- 
1  a  healthy  pace  right  into  1994. 
'he  key  difference  between  this  year  and  last  is  the 
ingthening  of  the  supports  under  domestic  demand, 
i  drop  in  long-term  interest  rates,  better  job  growth, 
solid  gains  in  household  income  and  corporate  profits— 
amid  low  inflation— are  the  fuel  feeding  the  current 
cup  in  output.  The  pep  is  even  spreading  to  the  de- 
ssed  factory  sector,  and  looking  ahead.  Corporate 
erica  generally  is  cautiously  optimistic  (page  36). 

The  acceleration  in  the  third 
quarter  is  clear  from  the  Com- 
merce Dept.'s  report  on  gross 
domestic  product.  Real  GDP  rose 
at  an  annual  rate  of  2.8%  last 
quarter,  up  from  1.9%  in  the  sec- 
ond quarter  and  0.8%  in  the  first. 
Excluding  the  direct  impact  of 
flooding  and  drought,  growth 
would  have  been  3.4%.  If  further 
adjusted  for  the  flood's  indirect 
effects  on  housing,  retail  sales, 
the  like— which  Commerce  did  not  measure— the  pace 
lid  have  been  closer  to  4%. 

"he  good  news  for  coming  quarters  is  that  the  gains  in 
1  GDP,  in  both  the  second  and  third  quarters,  have 
n  concentrated  in  domestic  demand  (chart).  For  ex- 
ple,  since  the  first  quarter,  real  consumer  spending 
risen  at  a  3.8%  annual  rate.  Outlays  for  business 
ipment  are  up  at  a  14.2%  pace.  And  new  housing,  after 
lining  in  the  second  quarter  largely  because  of  the 
ere  winter,  posted  a  10.1%  advance  last  quarter. 

HE  TRADE  Those  three  sectors  of  demand— some  80% 
iAP  YAWNS  of  GDP— showed  improvement  in  each 
month  of  the  quarter,  and  they  began  the 
fourth  quarter  on  a  high  plane  with  no  ap- 
ent  loss  of  momentum.  That  bodes  well  for  their  con- 
lution  to  growth  this  quarter.  Real  GDP  seems  capable 
growing  at  a  4%  rate. 

ndeed,  the  economy's  latest  tea  leaves  look  undeniably 
)eat.  New  home  sales  exploded  in  September.  The 
ling  indicators  for  September  rose  0.5%,  following  a 
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0.9%  advance  in  August,  and  early  October  readings  point 
to  another  gain.  Also  in  October,  the  nation's  purchasing 
managers  reported  a  significant  pickup  in  the  manufac- 
turing sector,  and  sales  of  cars  and  other  consumer  goods 
continued  to  look  healthy. 

The  Federal  Reserve  Board's  latest  regional  survey  of 
economic  activity  through  Oct.  26  noted  the  staying  pow- 
er of  shoppers.  Consumer  spending  continued  to  rise  in 
most  regions,  said  the  report,  "with  particular  strength 
noted  in  sales  of  autos  and  other  durables." 

Of  course,  the  economy  is  not 
without  drags.  Domestically,  the 
biggest  is  defense.  Demand  by 
the  military  dropped  at  an  8.3% 
annual  rate  last  quarter,  and  it 
has  fallen  8.8%  during  the  past 
year.  That  decline  has  subtracted 
0.6  percentage  points  from  an- 
nual GDP  growth. 

And  looking  abroad,  exports 
are  no  higher  in  the  third  quar- 
ter than  they  were  at  the  end 
of  1992,  while  imports  have  surged.  The  trade  gap  yawned 
some  more  in  the  third  quarter,  by  $4.9  billion,  to  $80  bil- 
lion, and  the  widening  during  the  past  year  has  lopped  an- 
other 0.7  percentage  points  off  economic  growth. 

But  even  amid  these  drags,  domestic  demand  has  risen 
3.6%  from  a  year  ago.  That  strong  pace  highlights  the 
power  that  outlays  by  consumers,  businesses,  and  home- 
builders  are  supplying  to  the  economy. 

HOUSEHOLD  Homebuilding  is  providing  an  especially 
GOODS  big  boost  right  now.  That  much  was  evi- 

SELL  LIKE  dent  from  the  20.8%  surge  in  sales  of  new 
HOTCAKES  single-family  homes  in  September,  to  an 
annual  rate  of  762,000  (chart).  That  was  the  highest  sales 
level  since  December,  1986,  and  the  monthly  advance 
was  also  the  largest  in  seven  years. 

The  gain  was  even  more  impressive,  given  that  sales 
levels  in  both  July  and  August  were  revised  higher  and 
given  that  the  median  price  of  a  new  home  continues  to 
rise.  Prices  were  up  1.3%  in  September,  to  $129,000, 
which  is  7.9%  above  the  year-ago  level,  suggesting  that 
home  buyers  are  not  just  bottom-fishing. 

Better  sales  assure  more  building.  Contractors  have 
been  adding  new  homes  to  the  market  this  year,  after 
the  inventory  had  dwindled  for  two  years.  But  at  the 
September  sales  rate,  the  stock  of  unsold  homes  shrank 
to  a  supply  of  4.9  months.  That's  historically  low,  and  the 
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supply  has  been  skimpy  for  an  unusually  long  time. 

The  pickup  in  home  buying  is  also  helping  growth  in 
other  areas  of  the  economy— especially  consumer  spending. 
Inflation-adjusted  outlays  for  consumer  goods  and  ser- 
vices rose  0.3%  in  September,  and  for  the  third  quarter, 
they  were  up  at  an  annual  rate  of  4.2%.  Spending  on 
furniture,  appliances,  and  other  household  goods  was  a  key 
contributor.  Since  March,  sales  of  such  items  have  shot  up 
at  a  17%  annual  rate. 

Consumer  buying  is  getting  a 
triple  kick  from  low  interest 
rates,  solid  income  growth,  and 
more  buying  power  because  of 
low  inflation.  In  particular, 
growth  in  real  aftertax  income 
last  quarter  was  actually  better 
than  the  1.1%  annual  rate  re- 
ported in  the  GDP  numbers.  Ex- 
cluding the  farm  income  washed 
away  by  the  flood,  real  income 
rose  at  a  2.8%  annual  rate,  fol- 
lowing a  7.5%  advance  in  the  second  quarter. 

In  fact,  during  the  past  two  quarters,  real  nonfarm  in- 
come has  risen  at  an  annual  rate  of  5.2%  (chart),  much 
faster  than  the  3.8%  pace  of  consumer  spending.  That 
divergence  suggests  that  consumers  were  in  good  financial 
shape  heading  into  the  fourth  quarter. 

ASSEMBLY  The  dividends  of  demand  gi'owth  are  be- 
LINES  BEGIN  ginning  to  show  up  in  manufactm'ing.  For 
TO  LOOK  one  thing,  carmakers  had  allowed  deal- 
ALIVE  gj.g'  inventories  to  shrink  for  two  consec- 

utive quai-ters,  which  many  dealers  paid  for  in  lost  sales. 
However,  car  buying  revived  in  October,  and  economists 
estimate  that  the  combination  of  better  sales  and  a  re- 
bound in  auto  output  this  quarter  will  add  about  1.5  per- 
centage points  to  fourth-quarter  growth  in  real  GDP. 
Gains  in  auto  production  and  home  buying,  with  their 
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broad  impacts  on  other  industries,  are  the  main  rea; 
why  the  factory  sector  is  looking  healthier.  The  pm'ch 
ing  managers'  index,  a  composite  of  industrial  activ 
compiled  by  the  National  Association  of  Purchasing  M 
agement,  jumped  to  53.8%  in  October,  from  49.7% 
September.  The  rise  marks  the  first  improvement  in  m 
ufacturing  after  four  months  of  decline. 

A  jump  in  new  orders  led  the  advance,  says  the  NAi 
The  new-orders  index  rose  to  the  highest  level  since  J 
uary  (chart).  Moreover,  industries  reported  increases 
their  backlog  of  unfilled  orders.  And  the  pace  of  prod 
tion  picked  up  for  the  fourth  month  in  a  row. 

One  problem,  though,  is  manu- 
facturers' continuing  reluctance  to 
add  to  their  payi'olls.  Even  com- 
panies outside  manufacturing  are 
squeezing  every  ounce  of  produc- 
tivity from  their  existing  work 
forces  to  lift  output.  So  far,  the 
strategy  is  paying  off  on  the  bot- 
tom line:  Corporate  profits  last 
quarter  rose  26%  from  a  yeai*  ago, 
according  to  BUSINESS  week's  lat- 
est taUy  (page  122). 

Because  of  productivity  gains  and  slower  growth 
wages  and  benefits,  unit  labor  costs  throughout  the  ec 
omy  are  rising  more  slowly  than  prices.  That  mea 
even  in  a  disinflationary  economy,  profit  margins  in  C 
porate  America  are  rising.  Better  earnings  are  a  1 
reason  why  companies  are  investing  heavily  in  new  eqi 
ment  and  technologies. 

So  with  demand  on  fiiTn  footing,  that  unsettling  feel 
that  the  past  is  repeating  itself  should  eventually 
away.  Amid  all  the  uncertainty  about  health  care,  ta> 
and  more  corporate  restructuring,  the  economy  may 
be  able  sustain  the  snappy  4%  pace  that  looks  possible 
quarter.  However,  growth  is  unlikely  to  swoon  in 
first  half  of  1994  the  way  it  did  in  1993. 
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THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Tuesday,  Nov.  9,  8:30  cum. 
Producer  prices  for  finished  goods  are 
expected  to  have  posted  a  0.3%  increase 
for  October.  That's  the  median  projection 
of  economists  surveyed  by  mms  Inter- 
national, a  unit  of  McGraw-Hill  Inc.  The 
September  PPI  had  risen  0.2%,  follow- 
ing three  consecutive  declines.  Energy 
prices  are  expected  to  lead  the  advance, 
reflecting  both  the  gas-tax  increase  that 
went  into  effect  on  Oct.  1  and  new  reg- 
ulations for  oxygenated  fuel.  Food  prices 
likely  fell.  Excluding  energy  and  food, 
the  core  index  is  expected  to  rise  only 
0.1%.  And  although  carmakers  raised 
sticker  prices,  the  hikes  were  less  than 
typical,  so  that  seasonally  adjusted  car 


prices  probably  fell.  During  the  past 
year,  core  PPI  inflation  has  fallen  to 
about  0.5%,  the  slowest  pace  since  the 
early  1960s. 

CONSUMER  PRICE  INDEX  

Wednesday,  Nov.  10,  8:30  a,m. 
The  MMS  survey  shows  an  expected  0.4% 
gain  in  the  October  consumer  price  in- 
dex, following  no  change  in  September. 
However,  as  in  producer  prices,  the  im- 
pact of  higher  energy  costs  will  add  a 
considerable  boost.  Excluding  energy 
and  food,  the  economists  look  for  the 
core  CPI  to  rise  a  tamer  0.2%.  If  the 
projections  are  right,  the  annual  rate  of 
inflation  in  consumer  prices  will  slip  to 
2.7%,  and  the  core  rate  will  fall  to  3%, 
the  slowest  pace  in  more  than  20  years. 


RETAIL  SALES 


Friday,  Nov.  12,  8:30  a.m. 
Retail  receipts  probably  posted  a  heal 
0.8%  jump  in  October,  says  the  mms 
vey.  That  would  follow  a  0.1%  incre 
in  September,  and  it  would  be 
strongest  advance  in  a  series  of  se 
consecutive  gains  dating  back  to  Aj 
Weak  auto  sales,  the  result  of  skimpy 
ventories,  had  depressed  the  Sept 
ber  tally,  but  a  rebound  in  car  buy 
will  provide  much  of  the  October 
And  weekly  surveys  of  store  acti\ 
suggest  that  sales  elsewhere  were  s 
as  well,  especially  purchases  of  hous:, 
related  goods.  Some  of  the  October  jb 
vance,  however,  will  reflect  higpj 
prices,  mainly  at  gas  stations. 
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In  todays  competitive  air  wars,  a  more  productive  ground  force  can  help  an  airline  stay 
airhorne.  So,  when  one  of  our  clients,  a  major  airline,  wanted  to  increase  the  productivity  of  their 
sales  reps  across  the  country,  cellular  service  was  a  natural. 

Tlie  challenge  was  how  to  coordinate  the  service  for  their  reps  in  110  different  offices 

nationwide  without  giving  our  client  a  major  administrative 
headache.  We  worked  out  a  waif  to  provide  them  the  ce  llular 
service  they  need — with  just  one  hill  and  one  point  of 
contact,  plus  a  convenient  monthly  management  report. 

The  airline  selected  BellSouth  because  were  a  lot 
more  than  one  company.  We  re  a  family  of  communications  companies.  From  paging,  cellular  and 
information  services  to  sophisticated  telecommunications  networks,  we  have  the  depth  of  resources 
required  to  meet  your  communications  challenges  today.  And  tomorrow. 

That's  why  there's  one  airline  that  no  longer  thinks 
runways  are  the  only  place  for  its  business  to  take  off. 
Interstates  can  he  pretty  good,  too.  For  information,  call 
your  BellSouth  representative  or  1-800-720-BELL. 


So  We  Helped  Them  Open 
Some  New  Routes. 


Telecom  mun  ication  s 
Information  Services 
Mobile  C  ommun  tea  lions 
Advertising  Services 


BELLSOUTH 


Everything  Y>u  Expect  From  A  Leader  ' 
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'S  MULTimiEDIA  VISION  FOR  THE  GIANT 
ISKY  AS  IT  IS  SEDUCTIVE 


_gtLjr     Within  hours  of  being 
^^^^OhH^   named  Eastman  Kodai< 
W^^^^W   Co.'s  new  chairman, 
George  M.  C.  Fisher  of- 
^^^^Ik^       l>red  a  distinctly  rosy 
view  of  his  new  compa- 
ny's prospects.  Downplaying  the  need 
for  radical  cost-cutting,  he  told  reporters 
on  Oct.  28  that  there  still  is  plenty  of 
growth  in  Kodak's  core  business.  More 
telling,  however,  was  the  chairman's  en- 
trancing vision  of  the  company  as  a  key 
player  in  the  emerging  multimedia 
world:  Kodak,  he  declared,  is  "an  impor- 
tant part  of  the  Information  K'n'olution. 


I   think  the  prospects  are  limitless." 

Turn  back  the  clock  a  few  years,  and 
the  speaker  could  have  been  Kay  R. 
Whitmore,  Fisher's  discredited  predeces- 
sor. Indeed,  Whitmore  spent  much  of 
1990  and  1991  heralding  Kodak's  bright 
prospects  in  digital  imaging.  Meanwhile, 
the  CEO  kept  postponing  cost-cutting  in 
the  mistaken  belief  that  growth  would 
return  to  the  company's  core  photogra- 
phy business. 

On  Dec.  1,  Whitmore  will  be  unem- 
ployed— essentially  because  he  stuck  to 
that  strategy  until  it  was  too  late.  Kodak 
investors,  unhappy  with  a  corporate  icon 


whose  1992  profits  barely  matched  tli^ 
of  a  decade  earlier,  had  been  clamm 
for  change.  The  company's  directoiv- 
tened  and  added  Whitmore  to  the  cruU 
of  CEOs  cast  out  in  a  year  of  turbultt 
blue-chip  shakeups. 

TECHNO-GIANT.  In  embracing  Fisher  : 
Whitmore's  unexpected  successis 
though,  Kodak's  board  has  signaled! 
return  to  something  akin  to  Kodak's  e  - 
lier  growth-oriented  strategy.  Fisher  i 
hardly  the  slash-and-burn  type  some  o  - 
siders  had  pressed  for.  Indeed,  he  :- 
pears  to  be  laying  a  high-risk  bet  ^ 
the  start  that  he  can  succeed  where  c  - 
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Kodak  executives  repeatedly  failed, 
t's  not  that  Fisher  doesn't  have  the 
int.  Business  gives  him  high  marks 
a  manager  and  a  technologist.  "He's 
Afonderful  choice  for  Kodak,"  says 
iH  Sculley,  Apple  Computer  Inc.'s  re- 
tly  departed  chairman.  "It's  a  terrific 
p  for  them."  Indeed,  Fisher  brings  an 
)ressive  track  record  from  Motorola 
.,  where  as  chairman  since  1990  he 
rsaw  a  doubling  of 

company's  profits, 
anybody  can  do  it, 

George  Fisher," 
s  James  F.  Moore,  a 
nbridge  (Mass.)  con- 
tant  who  has  worked 
h  Motorola. 
}ut  can  anybody  do 
Remaking  Rochester 
Y.)-based  Kodak  into 
ligital-age  superstar 
lardly  a  sure  thing. 
;re's  no  question  Ko- 
;  has  superb  technol- 
'  that  could  be  ap- 
jd  to  everything 
m  electronic  cameras 
thermal  printers  to 
Itimedia  home  pub- 
ling  systems.  Yet 
dak's  culture  hasn't 
•n  able  to  successful- 
advance  from  the 
dgy  world  of  chemi- 
photography  to  the 
t-moving  electronics 
Id.  Its  marketers 
I't  fully  understand 
new  technology,  its 
nufacturing  costs 

too  high,  and  it 
in't  developed  the 
irt  product  cycles  of 
xessful  electronics 
kers. 

Fisher  has  correctly 
ceived  a  major  op- 
tunity,"  says  Law- 
ice  J.  Matteson,  a 
mer  high-level  Ko- 
;  executive  who  now 
ches  business  at  the  University  of 
Chester.  "But  Whitmore  perceived  the 
tie  opportunity,  and  the  company 
sn't  able  to  deliver."  Fisher's  vision  is 
rth  pursuing,  concludes  Matteson, 
it  it's  a  high-risk  vision." 
iTOROLA  MODEL.  Some  Kodak  watch- 
wish  Fisher  would  opt  for  the  lower- 
<,  cost-cutting  approach  that  Whit- 
re,  in  an  abrupt  about-face  early  this 
ir,  seemed  ready  to  embrace.  They 
nt  to  see  basic  blocking  and  tackling, 
;  high-tech  phantasms.  "Much  of  what 
her  said,  if  it  came  out  of  anybody 
e's  mouth,  would  have  sent  the  stock 


down,"  says  B.  Alex  Henderson,  an  ana- 
lyst at  Prudential  Securities  Inc.  "If  he 
makes  the  same  growth-oriented  as- 
sumption [as  Whitmore],  he's  doomed  to 
the  same  failure."  That  feeling  is  echoed 
by  a  longtime  Kodak  veteran:  "I  hope 
his  comments  represent  naivete  rather 
than  firm  strategy." 

Fisher's  initial  upbeat  assessment  of 
Kodak's  situation  may  have  been  aimed 
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Kodak  sees  a 
future  where  it 
could  be 
commonplace 
for  students  to 
use  pictures  in 
term  papers  or 
families  to 
create  holiday 
cards  using 
digital  photos 
at  home 


as  much  at  Kodak's  dispirited  employees 
as  at  investors.  "There  was  a  fear  that 
Attila  the  Hun  would  be  coming  in," 
says  Peter  M.  Palermo,  a  senior  market- 
ing executive  in  Kodak's  imaging  divi- 
sion who  will  retire  Dec.  1.  "People  are 
relieved.  There's  a  sense  of  enthusiasm. 
If  you  focus,  people  will  understand  the 
context  in  which  costs  will  be  cut."  In- 
deed. Fisher  likely  will  pare  costs  by 
following  the  Motorola  model  of  refocus- 
ing  the  company  on  efficiency. 

But  Fisher  also  may  want  to  dust  off 
a  secret  1990  strategic  direction  plan 
that  Kodak  spent  18  months  developing. 


Its  focus:  how  Kodak  could  become  a 
key  player  in  the  digital  age.  "It  was  a 
pretty  exciting  vision,"  says  Frank  P. 
Strong  Jr.,  former  general  manager  of 
Kodak's  Commercial  Imaging  Div.,  who 
worked  on  the  plan.  It  called  for  Kodak 
to  give  up  its  ambivalence  about  replac- 
ing traditional  photography  with  digital 
imaging  and  to  invest  heavily  in  key 
electronics  technologies,  as  well  as  the 
associated  manufactur- 
ing and  marketing 
structures. 

"SILENT  VETO."  Insiders 
say  the  vision  was  em- 
braced by  Whitmore. 
But  the  strategy  with- 
ered almost  as  soon  as 
it  was  presented  at  a 
mid-1991  worldwide 
management  retreat  at 
Niagara-on-the-Lake, 
Ont.  "You  had  what  we 
call  in  Kodak  a  silent 
veto,"  says  Matteson. 
"People  thought  it  was 
too  big  a  risk,  that  we 
didn't  have  the  skills  to 
succeed."  Meanwhile, 
Kodak's  operating  re- 
sults were  deteriorat- 
ing, and  insiders  say 
Whitmore  downplayed 
the  long-term  vision  in 
favor  of  restructuring 
and  other  short-term 
goals. 

Can  Fisher  resurrect 
that  earlier  strategy? 
C.  K.  Prahalad,  a  Uni- 
versity of  Michigan 
business  professor  who 
played  a  key  role  in 
shaping  Kodak's  1990 
strategic  plan,  sees  "ex- 
traordinary growth  po- 
tential" down  the  road. 
Multimedia,  he  says, 
"has  to  be  user-friendly. 
Images  are  the  most 
important  part,  and  col- 
or images  are  the  way 
of  providing  esthetics.  This  company 
dominates  images."  What  Kodak  was 
missing  in  the  Whitmore  years,  says 
Prahalad,  "was  a  senior  management 
team  that  understood  the  direction  of 
software  and  hardware  electronics." 

It's  understandable  that  Kodak's  old 
management  was  equivocal  about  digital 
imaging.  Kodak  executives  like  to  think 
of  imaging  as  a  chain,  a  series  of  steps 
in  which  images  are  captured,  stored, 
manipulated,  transmitted,  and  displayed. 
In  traditional  photography,  images  are 
captured  with  a  camera,  stored  on  nega- 
tives, and  printed  on  paper.  That  process 
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hasn't  changed  much  in  the  113  years 
since  George  Eastman  started  Kodak. 
And  Kodak  gets  fat  profits  from  selHng 
photographic  film  and  paper. 

In  the  late  1970s,  Kodak  managers 
perceived  that  digital  imaging  could  radi- 
cally change  all  that.  Images  could  be 
captured  with  digital  cameras,  stored  on 
computer  disks,  sent  over  phone  lines, 
manipulated  with  software,  and  finally 
printed  out.  Presto — no  more  film,  no 
more  paper,  no  more  Kodak  profits.  Ko- 


But  so  far,  the  bulk  of  Kodak's  tech- 
nology remains  trapped  in  the  lab.  Most 
of  its  electronic  offerings  have  been 
poorly  coordinated  and  without  much 
market  impact.  An  $8,500  all-digital  cam- 
era grafted  onto  a  Nikon  body,  though 
first-class,  has  sold  to  only  a  few  pro- 
fessionals. An  electronic  publishing  sys- 
tem called  KEPS  has  been  struggling, 
and  doesn't  yet  link  into  Kodak's  Photo 
CD  standard.  "Kodak  has  a  lot  of  the 
pieces  of  the  puzzle,  but  they're  not  con- 


WHITi 
f>UTOPF 
COST^UmiMi 


KODAK'S 
TECHNOIOGY 
DILEMMA 

Back  in  1990,  Kodak  developed  a 
strategic  pla  n  focused  on  how  to 
become  a  player  in  the  digital  age. 
What  happened? 

ITS  LABORATORIES  ARE  HUMMING  BUT  ITS  CULTURE  LIMITS  RESULTS 


►  Kodak  has  top-notch  technology 
that  captures  images  electronically 
and  translates  them  into  computer  data 

►  Its  engineers  have  developed 
world-leading  color  thermal  printers, 
which  transfer  images  using  heat,  by- 
passing traditional  chemical  processes 

►  Its  color-management  and  manipu- 
lation software,  which  keeps  colors 
true  from  computer  screen  to  print- 
out, is  big  in  publishing  and  printing 


►  Managers,  used  to  fat  photography 
profits,  have  been  ambivalent  about  in- 
vesting in  technology  that  could  canni- 
balize their  core  business 

►  Top  executives,  led  by  former  Chief 
Executive  Kay  R.  Whitmore,  have 
spread  investment  over  too  many  bets 

►  Decision-making,  research  and  de- 
velopment, and  manufacturing  all 
work  too  slowly  to  compete  in  mar- 
kets with  short  product  life  cycles 
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dak  started  frantically  spending  huge 
sums  on  electronics  research.  But  it  was 
faced  with  a  conundrum:  Any  electronic- 
imaging  products  it  introduced  would 
cut  into  lucrative  film  and  paper  sales. 
In  the  end,  it  fudged  the  issue,  keeping  a 
hand  in  digital  imaging  through  re- 
search while  avoiding  being  a  market 
leader. 

That  history  has  left  Kodak  with  some 
world-class  technology.  "The  basic 
knowhow  of  combining  electronic  image 
capture  and  color  management  has  been 
Kodak's  for  years,"  says  Jacques  Kauff- 
mann,  an  imaging-technology  consul- 
tant. Kodak  is  a  world-beater  in  electron- 
ic sensors — devices  that  see  and  capture 
an  image — and  has  a  raft  of  patents  in 
color  thermal  printing.  It  also  has  the 
best  understanding  of  color-management 
computer  software,  which  match  s  the 
colors  you  see  on  the  screen  with  w  hat's 
on  the  printed  page. 


nected  well,"  says  imaging  consultant 
John  Larish. 

The  Photo  CD,  introduced  in  August, 
1992,  has  been  Kodak's  most  ambitious 
electronic-imaging  product.  The  idea  is 
simple:  Capture  an  image  using  ordinary 
cameras  and  film,  which  provide  quality 
images  at  lowest  cost.  Then,  make  the 
image  digital  by  scanning  it  onto  a  spe- 
cial compact  disc.  It  then  can  be  read  by 
a  computer  and  used,  for  example,  in 
putting  out  a  desktop  newsletter — all 
while  preserving  Kodak's  core  business 
by  relying  on  ordinary  film. 

Photo  CD  was  originally  aimed  at  a 
consumer  market.  So  far,  it  has  been  a 
flop.  "It's  been  the  dog  of  all  dogs," 
says  a  buyer  for  a  big  U.  S.  electronics 
chain.  He  remains  enthusiastic  about  the 
technology  but  doesn't  think  consumers 
understand  it  well  enough  to  pay  $800  or 
more  for  a  special  Photo  CD  player.  Pho- 
to CD  has  done  better  in  commercial  ap- 


J 


plications,  particularly  in  the  publish '(?' 
arena. 

Fisher's   challenge:   to  convert 
grab  bag  of  offerings  into  a  cohen- 
strategy.  The  new  CEO  will  find  that  1  j- 
dak  scientists  and  marketers  are  bj- 
bling  with  ideas,  including  a  home  tfpf 
mal  printer  that  connects  to  a  digital  iV 
and  a  Photo  CD  player.  Push  a  buttli, 
and  out  comes  a  copy  of  your  ima; 
With  future  technology,  it  could  be  c<  ,v 
monplace  in  a  couple  of  decades  for  luo 
school  students  to  electronically  incora- 
rate  pictures  in  term  papers  or  for  ft 
ilies  to  create  customized  Christn 
cards  using  digital  photos  at  home.  E^ 
before  that,  Kodak  researchers  belif 
the  prospects  for  electronic  images 
business  are  huge.  First  targets:  p 
lishing,  slide  libraries,  real  estate,  i 
law  enforcement. 

TONS  OF  CASH.  For  Kodak  to  play  a 
role  in  this  digital-imaging  future,  it ' 
need  to  slough  off  its  slow-moving  che 
ical  heritage.  The  life  cycle  of  a  lai 
photofinishing  machine  is  at  least  eij 
years.  But  electronics  is  moving  so  f 
that  scanners  and  the  like  are  outda' 
in  18  months.  Consultant  Prahal 
thinks  Kodak  should  start  high-volu 
production  of  a  low-cost  color  therr 
printer.  Doing  so  would  require  a 
different  research-and-development, 
gineering,  and  manufacturing  cultun 
a  huge  change  on  the  order  of  wl 
Xerox  Corp.  has  managed  to  accompl 
in  copiers  or  Hewlett-Packard  Co.  in 
ser  printers. 

Perhaps  equally  important,  Kod 
needs  marketers  who  understand 
electronics  world  and  its  customers.  I 
trying  to  penetrate  the  digital  wo 
with  sales  folks  accustomed  to  pitchi 
film  and  chemicals.  Another  challenj 
finding  joint-venture  partners  who 
provide  skills,  such  as  manufacturing 
technological  expertise,  in  areas  Kod 
chooses  not  to  compete  in.  Motorola  1 
been  a  keen  striker  of  alliances;  it's 
practice  Fisher  can  bring  to  inward-lo( 
ing  Kodak,  which  has  tried  to  do  alm( 
everything  itself. 

The  skeptics  who  say  Kodak  will  n 
er  replace  the  incredible  profits  fn 
photography  with  low-profit,  high-ri 
electronics  products  are  probably  rig 
But  the  company  does  enjoy  the  luxu 
of  a  photography  business  that,  ms 
aged  correctly,  should  throw  off  tons 
cash  for  years  to  come  to  fund  n* 
product  development.  And  Fisher,  rath 
than  bowing  to  the  inevitable  lo 
of  Kodak's  photographic  business 
electronics,  seems  determined  to  fig 
back.  Will  he  rejuvenate  Kodak's  c 
ture?  Can  he  instill  technological  dis 
pline?  Can  he  make  Kodak's  vision  wo 
this  time? 

By  Marl;  Maremont,  with  Ga 
McWilUams,  in  Boston 
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mmercial  markets  are  clicking  into  the  electronic-imaging  revolution 


Thanks  to  photography 
■r^^Jf~j  in  its  many  forms,  our 
world  is  saturated  in  vi- 
sual images:  snapshots 
of  our  kids,  the  latest 
Hollywood  flick,  ghast- 
ihots  from  war-torn  Sarajevo, 
ilthough  most  people  don't  think 
lUt  it  very  much,  every  one  of  these 
iges  is  created  by  light  rays  that 
ke  marks  on  a  photosensitive  materi- 
-in  most  cases,  one  of  the  silver  salts, 
h  as  silver  iodide.  Silver's  chemical 
perties  make  it  the  best  photo  materi- 
/et  discovered — for  everything  from 
eh  scenes  to  X-rays.  After  years  of 
earch  into  alternatives,  Eastman  Ko- 
:  Co.  still  consumes  an  estimated  50 


eotape  is  one  less  minute  shooting  snap- 
shots. 

The  move  to  electronic  imaging  repre- 
sents photography's  most  radical  change 
since  the  medium  was  invented  in  the 
1820s  (table).  The  biggest  advances  so 
far  have  been  in  products  for  the  com- 
mercial market,  rather  than  for  amateur 
snappers.  Most  of  the  pre-press  work 
that  goes  into  printing  a  magazine,  bro- 
chure, or  book,  for  instance,  is  now  done 
by  computer,  not  on  film.  Xerox  Corp. 
made  a  big  splash  on  Nov.  1  by  announc- 
ing a  silverless  graphic-arts  film  called 
VerdeFilm — the  price  of  the  December 
silver  futures  contract  fell  Hcf  (page  45). 
But  some  analysts  say  that  the  rapid 
pace  of  development  in  electronic  imag- 


film  on  Hasselblad  and  similar  studio 
cameras  and  is  aimed  at  catalog  publish- 
ers and  others  who  need  quick  turn- 
around and  low  cost.  Kodak,  Sony,  Fuji, 
and  others  offer  other  similar  apparatus- 
es for  use  in  photojournalism,  medicine, 
and  other  specialties. 
AMATEUR  HOUR.  Still,  the  highly  profit- 
able consumer  film  market  will  remain  a 
tough  one  for  computers  to  crack.  With 
consumer  photography,  argues  Bob  A. 
Caspe,  president  of  Leaf  Systems,  "you 
can  hold  the  image  in  your  hand  and 
touch  it.  Any  product  that  reduces  that 
emotional  impact  will  fail."  That's  why 
Kodak's  disk-film  format  didn't  make  it 
in  the  1980s,  he  figures:  Buyers  didn't 
think  its  small  size  and  convenience 
made  up  for  the  low-quality  prints  it  pro- 
duced. Similarly,  Kodak's  Photo  CD  sys- 
tem, "relegates  the  emotional  content  to 
TV  and  plastic,  which  people  view  with 
disdain,"  Caspe  says. 

Still,  Caspe  says  Leaf  and  others  are 
working  hard  on  electronic  cameras  for 
the  mass  market:  "Within  three  years 
you'll  see  still-imaging  products  that  will 
take  an  aggressive  bite  out  of  the  con- 


I  SNAPSHOT 
)F  PHOTO 
HSTORY 


1826  Joseph 
^Jicephore  Niepce, 
1  Frenchman, 
akes  the  first  suc- 
:essful  photograph 


1888  George 
Eastman  popu- 
larizes photogra- 
phy with  the 
handheld  Kodak 
(left) 

1900  Eastman 
introduces  the 
$1  Brownie 

1 907  Auto 
chrome,  the  first 
color  photographic 
process,  comes  out 


1925  The  teica 
camera  launches 
high-quality  35mm 
photography 

1935  Koda- 
chrome,  the  first 
mass-market  color 
film,  is  announced 

1948  Instant 
photography  hits 
the  market  with 
Edwin  H.  Land's 
Polaroid  film 


1963  Kodak 
launches  the  Insta- 
matic  camera, 
with  easy-load  film 
cartridges  and 
flashcubes;  70  mil- 
lion are  sold 

1985  Home 
electronic 
photography 
begins,  as  video 
cameras  start  sell- 
ing by  the  millions 


1990  The  first 
electronic  still 
cameras  are 
introduced — 
with  a  $30,000 
price  tag 

1991  Kodak 
unveils  Photo-CD 
technology  (right), 
which  puts  photos 
on  a  laser  disk 
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lion  ounces  of  the  precious  metal 
h  year. 

Jow,  as  the  photographic  and  chemi- 
giant  wrestles  with  a  digital  future, 
'.  has  to  wonder:  Is  traditional  photog- 
ihy,  the  silver-based  kind,  going  the 
y  of  the  LP  record  and  other  artifacts 
the  analog  age?  Will  the  family  photo 
um,  that  well-thumbed  book  of  black 
)er,  white  ink,  and  sepia  prints,  turn 
3  a  hard,  cold  magnetic  disk? 
iTANT  IMAGES.  In  a  sense,  it  already 
;.  In  the  past  decade,  Americans  have 
•chased  millions  of  video  cameras  to 
:ord  everything  from  baby's  first 
ps  to  vacations  in  Europe.  Video's  ad- 
itages  over  an  Instamatic  are  compel- 
g:  It  records  motion  and  sound, 
Te's  no  charge  for  developing,  and 
I  results  are  viewable  immediately. 
>  difficult  to  say  if — and  how  much — 
60  has  hurt  film  sales.  But  one  thing 
certain:  A  minute  spent  shooting  vid- 


ing  has  already  diminished  Xerox's  po- 
tential market. 

Other  industries,  including  medicine 
and  law  enforcement,  are  already  mov- 
ing to  computers  to  store  images  that 
originally  were  shot  on  film.  As  needed, 
the  images  can  be  printed  to  silver-based 
photo  paper.  That's  helping  Kodak's 
Photo  CD  system  catch  on  professionally, 
even  though  it  has  been  a  slow  mover  in 
consumer  markets. 

All  along,  though,  the  holy  grail  has 
been  to  replace  film  as  the  method  for 
capturing  images.  And  lately,  microchips 
called  charge-coupled  devices  (CCDs)  have 
begun  to  yield  still-image  sensors  that 
offer  the  right  quality  at  reasonable 
cost.  (Video  CCD  sensors  have  been  of  a 
much  lower  resolution,  but  at  30  images 
per  second  they  fool  the  eye  into  seeing 
sufficient  detail)  Typical  is  a  $35,000  de- 
vice from  Leaf  Systems,  a  division  of 
Scitex  Corp.,  based  in  Israel.  It  replaces 


sumer  use  of  film,"  he 
says.  All  that's  missing,  Caspe  says,  is  a 
satisfactory — and  low-cost — way  for 
people  to  view  electronic  pictures.  One 
answer:  color  ink-jet  printers  being  de- 
veloped by  Hewlett-Packard  and  Canon. 

Others  have  their  doubts,  though.  "It 
will  be  very  difficult  to  replace  silver's 
image  quality,"  says  Alex  Henderson, 
imaging  analyst  at  Prudential  Securities 
Inc.  "Silver  remains  very  inexpensive  for 
mass  market  applications."  And  Kodak, 
among  others,  plans  to  stay  with  film 
for  shooting  and  electronics  for  later  in 
the  process.  A  spokesman  notes  that  Ko- 
dak's Ektar  25  color  print  film  can  cap- 
ture about  60  million  pixels  of  visual 
information,  while  a  $20,000  Kodak  CCD 
camera  captures  only  1.5  million  pixels. 

The  lesson:  Don't  throw  out  that 
Brownie  or  Nikon  just  yet.  It's  probably 
got  lots  of  life  ahead. 

By  John  W.  Verity  in  New  York 


BUSINESS  WEEK/NOVEMBER  15,  1993  33 


EXECUTIVE  SUITE  I 


THE  NECK-AND-NECK  RACE 
TO  THE  TOP  OF  MOTOROLA 


It's  founding-family  member  Galvin  vs.  acting  CEO  Tooker 


George  M.  C.  Fisher  may  have  departed 
abruptly,  but  he  hardly  left  a  manage- 
nnrnt  mid  at  Motorola  Inc.  The  two 
leading  candidates  to  succeed  Fisher 
are  his  colleagues  from  the  Office  of 
the  Chairman:  Christopher  B.  Galvin, 
the  grandson  of  Motorola  founder 
Paul  V.  Galvin,  and  Gary  L.  Tooker, 
now  acting  chief  executive  officer.  Mo- 
torola's directors  may  hand  one  of 
them  the  top  job  as 
early  as  mid-Novem- 
ber, during  a  sched- 
uled board  meeting  in 
Beijing.  The  choice 
won 't  be  easy.  Asserts 
Arthur  C.  Nielsen  Jr., 
the  TV-audience  guru 
who  retired  after  22 
years  as  a  Motorola  di- 
rector in  1.98.9:  "Either 
one  could  run  it.  " 

Here's  a  rundown  on 
the  strengths  and 
weaknesses  of  the  two 
contenders: 

It  hasn't  hurt  43-year- 
old  Christopher  Cal- 
vin's career  that  his 
grandfather  founded 
Motorola  or  that  his  fa- 
ther, Robert  W.  Calvin, 
was  chairman  for  26 
years  until  1990,  or  that 
his  family  owns  about 
3'a  of  the  company.  But 
he  has  still  had  to  pay 
his  dues.  At  22,  he  hit 
the  road  to  hawk  two- 
way  radios  in  his  first 
full-time  job  at  the  fam- 
ily business.  After  a 
break  to  earn  an  mba 
from  Northwestern 
University,  where  he  graduated  in  the 
top  10'/<  of  his  class,  Galvin  worked  his 
way  up  Motorola's  communications  divi- 
sion before  moviiij.;  to  the  Schaumburg 
(111.)  headquarters  ;n  1988.  "He's  where 
he  is  because  he's  very  good  at  what  he 
does,"  says  a  senio-  Motorola  manager. 
"Chris  has  a  flair  ft  r  business." 

He  demonstrated  tiiat  flair  as  chief  of 
the  paging  group  in  the  mid-1980s.  The 
group  built  a  state-of-the-art  factory, 
dubbed  Operation  Bandit  because  it 
"stole"  existing  automation  techniques 


from  other  companies,  then  implemented 
the  methods  imaginatively  to  hold  down 
costs,  speed  up  production,  and  improve 
quality.  The  result:  a  hot-selling  pager 
that  took  a  mere  two  hours  to  make,  vs. 
21  days  for  other  models.  "The  technol- 
ogy was  already  there,"  says  a  Motorola 
officer.  "It's  how  he  packaged  it  to  get  a 
distinctive  advantage." 

Calvin  is  considered  thoughtful,  artic- 


CHRISTOPHER  B.  GALVIN     GARY  L.  TOOKER 


►  43 

►  BA,  political  science.  Northwestern 
University,  1973 

►  MBA,  Northwestern  University, 
1977 

►  Joined  Motorola  full-time  in  1973, 
selling  two-way  radios;  rose  through 
communications  unit  to  head  paging  in 
1986.  Promoted  to  chief  corporate 
staff  officer  in  1988  and  to  senior  ex- 
ecutive vice-president  in  1990. 


►  54 

►  BS,  electrical  engineering,  Arizona 
State  University,  1962 

►  Signed  on  in  1962  as  a  product 
manager  in  semiconductors;  by  1975, 
was  running  the  discrete  chip  business 
Took  over  entire  semiconductor  opera 
tion  in  1981. 

►  Named  chief  operating  officer  in 
1988  and  president  in  1990. 

DATA  BUSINESSWEEK 


ulate,  and  personable,  in  the  mold  of  his 
forebears.  As  part  of  the  troika  running 
Motorola — his  title  is  assistant  chief  op- 
erating officer — Galvin  has  been  leading 
a  companywide  effort  to  learn  how  to 
sell  to  consumers,  a  market  that  Motor- 
ola can  no  longer  safely  ignore.  With  his 
ability  and  name,  there  is  little  doubt 
that  "in  the  fullness  of  time,  he  will  be 
chairman,"  predicts  John  Welty,  a  for- 
mer senior  vice-president.  Still,  because 
of  his  relative  youth,  the  big  question  is 
whether  Galvin  will  get  the  nod  this  time 


around  or  whether  he  will  have  to  wa 
until  the  top  job  opens  up  again. 

As  Motorola's  chief  operating  offia 
since  1988,  Gary  Tooker  oft€ 
played  bad  cop  to  Fisher's  good  cop. 
was  Tooker,  54,  who  set  demandir 
sales  and  profit  targets  for  the  opera 
ing  units  to  ensure  that  Motorola  h; 
the  financial  resources  to  pursue  ami 
tious  ventures.  One  such  lofty  goal:  Iri 
ium,  the  company's  proposed  mul 
billion-dollar  satellite  network  th 
would  let  subscribers  make  wirele; 
phone  calls  to  and  from  anywhere 
earth.  Under  the  stewardship  of  Fish^ 
and  Tooker,  Motorola's  sales  will  ha 
doubled  since  1988,  to  about  $16.5  billi( 
this  year.  Profits,  which  languish 
through  1991,  have  more  than  doubL 

 1  since  then,  to  aboi 

$974  million  in  1993, 
timates  Jonathan 
seph,  an  analyst  at  Ki 
der,  Peabody  &  Co. 

Befitting  a  bad  co 
Tooker  is  said  to 
aloof  and  has  public 
lambasted  manage 
who  failed  to  deliver  r 
suits.  His  operatir 
style  was  honed  durir 
his  long  stint  in  the  ci 
throat  semiconductor  i 
dustry.  After  graduc 
ing  from  Arizona  Sta 
University  as  an  elect 
cal  engineer,  he  join' 
Motorola's  chip  bu: 
ness  as  a  product  ma 
ager.  Within  20  year 
he  was  running  the  di 
sion.  "He's  the  consul 
mate  business  mana 
er,"  says  one  Motoro 
executive.  "He  knov 
details  and  has  an  ( 
traordinary  memory.' 

Tooker's  tough-gi 
manner  has  alienat( 
some  executives.  "Ca: 
is  very  heavy-handed 
says  one  current  ma 
ager.  "He  cuts  peop 
short  and  ridicules  pe 
pie."  In  Motorola's  rough-and-tumt 
culture,  though,  he  is  not  alone.  Besid' 
says  another  manager,  his  job  as  C( 
has  been  to  play  enforcer.  But  a  CEO  h 
to  be  mellower.  Predicts  this  manag( 
"If  Gary  becomes  CEO  and  Chris  CO 
Gary  becomes  immediately  more  lovab" 
while  Chris  becomes  immediately  mo 
dictatorial." 

Motorola  won't  handicap  its  cam 
dates.  Its  only  comment:  The  compai 
feels  no  need  to  look  outside  for  a  CE 
By  Lois  Thcrrien  in  Chtca 
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ALTH  REFORM  I 


TATE-BY-STATE 
HOCK  TREATMENT 


inton's  health  plan  gives  governors  broad  latitude  to  beef  up  benefits 


merica's  states,  Justice  Louis 
Brandeis  said,  are  the  laborato- 
ries of  democracy — and  Bill  Clin- 

I  couldn't  agree  more.  Arkansas'  for- 
!r  governor  may  have  traded  the 
itehouse  for  the  White  House,  but  he 

II  speaks  wistfully  of  his  days  in  Little 
ick,  where  the  issues  were  close  at 
nd  and  the  politics  were  low-key.  That 
stalgia  pervades  Clinton's  massive 
!alth  Security  Act,  which  gives  gover- 
ns and  legislatures  broad  latitude  to 
ape  health-care  reform — and  to  con- 
>1  the  renovated  system. 

But  when  the  states  become  health- 
re  laboratories,  large  em- 
)yers  fear  that  they'll  be 
i  white  rats.  Big  compa- 
!S  argue  that  state  con- 
•1  will  overturn  their  pio- 
ering  efforts  to  rein  in 
idical  costs.  Those  oper- 
ng  in  many  states  could 
d  up  facing  "a  patchwork 
ilt  of  state  laws  regulat- 
?  benefits,"  frets  Ron 
yse,  director  of  employee 
nefits  for  Harris  Corp., 
sed  in  Melbourne,  Fla. 
id  big  corporations  figure 
jy'll  get  stuck  first  when 
^isiators  want  to  force 
iployers  to  provide  richer 
alth  benefits.  State  con- 
>1  of  reform  is  "even 
trse"  than  a  Washington- 
erated  health  system, 
mplains  Philip  0.  Mc- 
chols,  who  is  human  re- 
iirces  director  at  Storage 


nies  caught  on,  governors — including 
Clinton — found  they  were  losing  control 
over  insurance  and  benefits. 

The  new  health  bill  is  Clinton's  re- 
venge. All  companies  with  fewer  than 
5,000  workers  would  be  required  to  buy 
employees'  health  coverage  through  re- 
gional "health  alliances,"  designed  by 
state  legislatures  and  run  by  governor- 
appointed  boards.  States  would  certify 
which  insurers  or  provider  networks 
could  sell  coverage  through  the  alliances 
and  could  pile  new  mandates  onto  the 
benefits  package  spelled  out  in  the 
Health  Security  Act.  "You  could  have  to 


Canadian-style  single-payer  health  plan. 

State  advocates  argue  that  somebody 
has  to  oversee  health  alliances,  and 
states  are  the  natural  candidates.  "State 
government  looks  bad  until  you  say, 
'Maybe  the  feds  should  run  it,'  "  says 
Raymond  C.  Scheppach,  executive  direc- 
tor of  the  National  Governors'  Assn. 
Governors  won't  take  on  that  massive 
responsibility,  Scheppach  adds,  unless 
Washington  gives  them  "flexibility  and 
control  to  do  the  job  right." 

Congress  may  not  rush  to  give  states 
that  power.  "States  have  already  made 
hash  out  of  the  health  programs  we've 
given  them  to  run,"  says  a  top  Demo- 
cratic aide  on  the  House  Ways  &  Means 
Committee.  Leaders  of  Congress'  labor 
committees  aren't  eager  to  surrender 
ERISA's  supervision  of  benefits  plans. 
And  politics  may  cut  in  business'  favor: 
Democrats  such  as  Ways  &  Means 
Chairman  Dan  Rostenkowski  (D-Ill.)  and 
health  subcommittee  Chairman  Pete 
Stark  (D-Calif.)  likely  won't  cede  control 


Under  President  Clinton 's 
plan,  states  could: 

►  Force  all  employers  to  get 
coverage  through  a  govern- 
ment-run health  plan 

►  Require  companies  to  pay 
for  new  benefits  beyond 
those  in  the  national  plan 

►  Require  self-insured  com- 
panies to  contract  with  spe- 
cific doctors  and  hospitals 

►  Refuse  to  certify  employ- 
ers' provider  networks 

DATA:  HEALTH  SECURITY  AQ,  ASSOOATMN  Of 
PRIVATE  PENSION  &  WELFARE  PLANS 


chnology  Corp.  of  Louisville,  Colo. 
VENGE.  As  Congress  takes  on  Clin- 
I's  L342-page  bill,  "employers  vs.  gov- 
iors  will  be  one  of  the  top  three  fights 
the  card,"  predicts  an  aide  to  House 
mocratic  leaders.  It's  the  latest  bout 
a  struggle  for  control  over  employee 
nefits  sparked  by  the  1974  Employee 
:tirement  Income  Security  Act. 
:riSA  was  designed  to  preempt  state 
nsion  rules.  But  businesses  quickly 
;covered  that  the  law  could  apply  to 
alth  benefits  as  well.  Multistate  em- 
)yers,  weary  of  coping  with  50  differ- 
t  state  insurance  regulators,  used 
■  .ISA's  federal  rules  to  design  uniform 
nefits  plans  for  all  their  employees 
ross  the  country.  As  smaller  compa- 


cover  acupunctui-e  in  California  and  un- 
limited alcoholism  treatment  in  Texas," 
says  Libby  Sartain,  director  of  benefits 
at  Southwest  Airlines  Co.  in  Dallas. 

The  1,000  or  so  biggest  employers  can 
get  out  of  the  state-run  alliances  by 
forming  "corporate  alliances"  to  run 
their  own  benefit  plans.  But  that  may 
not  exempt  them  from  state  control. 
Clinton's  proposal  doesn't  bar  states 
from  adding  extra  benefits  to  health 
plans  (table).  Large  companies  would  be 
required  to  offer  traditional  fee-for-ser- 
vice  insurance  that  would  pay  doctors 
and  hospitals  on  state-dictated  pay 
scales.  And  some  states  could  wipe  out 
corporate  alliances  altogether  by  forcing 
large  corporations  to  become  part  of  a 


to  their  states'  Republican  governors. 

Business  lobbyists,  however,  are 
treading  cautiously.  The  two  leading  al- 
ternatives to  Clinton's  bill — sponsored 
by  Senator  John  H.  Chafee  (R-R.  I.)  and 
Representative  Jim  Cooper  (D-Tenn.) — 
also  give  states  substantial  oversight. 
And  while  health  interest  groups  are 
counting  on  Clinton's  well-known  will- 
ingness to  compromise,  no  one  knows 
how  hard  the  President  will  fight  for  his 
old  gubernatorial  colleagues.  If  he  de 
cides  to  make  a  stand,  employers  may 
need  all  their  political  skills  to  escape  the 
states'  health  laboratories. 

By  Mike  McNamee  in  Washington,  with 
Gail  DeGeorge  in  Miami  and  Sandra  D. 
Atchison  in  Denrer 
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BUSINESS  IS  START 
TO  BELIEVE 


btl  J: 


Auto  makers  are  still  cautious, 
is  planning  to  hike  output  by  12.51 
the  rebound  in  housing  is  good  m 
furniture  and  appliance  makers 

AUTOS 


.  o 


°o 


THE  ECONOMY  I 


WELL,  IT  WALKS 
LIKE  AN  EXPANSION 


Much  of  Corporate  America  thinks  the  rebound  is  for  real  this  time 


The  on-again,  off-again  U.  S.  recov- 
ery is  suddenly  showing  signs  of 
real  oomph.  You  see  it  in  the  day- 
to-day  changes  that  make  an  economy 
go:  Women  are  buying  shoes  again; 
cardboard-box  sales  are  up;  a  refrigera- 
tor factory  in  Anderson,  S.  C,  is  adding 
150  workers.  And  a  bevy  of  recent  gov- 
ernment statistics  buttresses  the  feeling 
that  the  economy  is  turning  around. 
Since  the  sluggish  first  quarter,  consum- 
er spending  has  grown  at  an  annual  rate 
of  nearly  47',  while  business  investment 
in  capital  equipment  is  up  m^^^^^^m 
more  than  147  .  Bolstered  ^^^^^^^ 
by  the  spending,  the  econ- 
omy expanded  at  a 
healthy  2.8%  annual  clip 
during  the  third  quarter. 

But  get  down  and  dirty 
in  a  discussion  with  cor- 
porate executives,  and 
they  all  have  the  same 
worry:  Is  the  rebound  for 
real?  After  all,  things 
picked  up  even  more  dur- 
ing 1992's  fourth  quarter, 
when  the  economy  grew 
at  a  5.77  annual  rate. 
Then  the  bottom  fell  out 
at  the  start  of  1993. 

This  time  around,  Cor- 
porate America  figures 
the   upturn   is  genuine. 
Executives  say  they  ex- 
pect a  solid  fourth  quar- 
ter   and    predict  that 
steady  consumer  demand  and  healthy 
business  investment,  combined  with  a 
pickup  in  exports,  will  produce  a  solid — 
if  unspectacular — 1994.  But  optimism  is 
hardly  rampant,  and  some  executives 
still  harbor  reservations.  "People  are 
nervous,"  says  Intel  Corp.  Chief  Operat- 
ing Officer  Craig  R.  Barrett.  "But 
things  still  feel  good." 
CHIPS  AND  CARS.  As  it  happens,  Bar- 
rett's industry  is  one  that  expects  to  do 
reasonably  well.  With  personal  comput- 
ers selling  as  fast  as  they  can  be  built, 
demand  for  chips  is  soaring:  Sales  are 
up  nearly  307'  worldwide  this  year. 
Many  old-line  industries  are  in  a  similar 
mood.  Auto  sales,  for  instance,  are  up 


Consumers  are 
busy  snapping 
up  computers, 
cars,  and 
refrigerators, 
yet  polls  reveal 
that  most  people 
continue  to  feel 
rotten  about  the 
economy 


about  87  so  far  this  year  vs.  1992,  and 
the  fourth  quarter  is  expected  to  be  at 
least  as  strong.  Producers  are  boosting 
output  by  12.57  to  rebuild  depleted  in- 
ventories and  meet  stronger  demand, 
says  Ward's  Automotive  Reports.  Next 
year?  Maybe  an  117'  pickup. 

Detroit  isn't  turning  handsprings, 
however.  "The  sales  improvement  you're 
seeing  is  off  very  low  levels,"  says  Ford 
Motor  Co.  Treasurer  David  N.  McCam- 
mon.  At  General  Motors  Corp.,  Chief  Fi- 
nancial Officer  G.  Richard  Wagoner's 
^^^^^^Hj  worries  go  beyond  the 
company's  deep  prob- 
lems. "What's  keeping 
me  awake  at  night?"  he 
asks.  "The  thing  that  we 
can't  control  is  the  econo- 
my. We're  hoping  it  won't 
go  down  the  tubes." 

While  Big  Three  execu- 
tives still  are  just  dipping 
their  toes  in  the  pool  of 
optimism,  some  of  their 
suppliers  have  jumped  in 
with  both  feet.  Auto-parts 
makers  are  enjoying  a 
strong  year  and  predict 
an  even  better  1994.  Ech- 
lin    Inc.,    a  Branford 
(Conn.)  maker  of  gaskets, 
brake  pads,  and  the  like, 
is  coming  off  its  best 
quarter  in  five  years — 
unit  volume  was  up  37  — 
and  is  expecting  more  of 
the  same  next  year.  The  reasons:  a  big 
increase  in  repair  and  maintenance  work 
and  a  boom  in  truck  sales.  Cleveland- 
based  Parker  Hannifin   Corp.,  which 
makes  hydraulic  and  pneumatic  compo- 
nents and  other  industrial  parts,  says 
North  American  orders  for  such  goods 
rose  some  15.87  in  the  past  quarter. 
And  CEO  Duane  E.  Collins  says  the  U.  S. 
economic  upturn  seems  "pretty  broad- 
based." 

This  year's  housing  rebound — sales 
reached  a  seven-year  high  in  Septem- 
ber— has  begun  to  lift  the  spirits  of 
home-related  industries.  Through  Sep- 
tember, appliance  shipments  jumped 
nearly  57'   from  last  year.  Furniture 


sales  are  up,  too.  And  carpetn « 
Shaw  Industries  in  Dalton,  Ga.,  has  i€ 
its  sales  increase  by  32'a  over  the  as 
year,  so  CEO  Robert  E.  Shaw  is  ft  in 
pretty  good — sort  of:  "The  number  ar 
better.  But  they're  not  fantastic  yt  ' 
Count  Tenneco  Inc.  CEO  Micha<  1 
Walsh  in  the  bearish  category,  too.  N 
matter  where  you  go,  there's  ju;  a 
enormous  amount  of  insecurity,  h 
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yMERS  ARE  ...BUT  CAN  THEY  BOOST 

[IN  fORCE...   JHE  ECONOMY? 


.  "There's  a  kind  of  sour  mood  in 
:ountry."  But  some  of  his  own  staff, 
iding  the  president  of  Packaging 
).  of  America,  a  Tenneco  unit  in  Ev- 
on.  111.,  is  more  upbeat.  Industry  de- 
d  for  cardboard  boxes  is  up  3.2% 
ugh  September,  and  President  Mon- 
Haymon  expects  the  company  to 
the  year  up  4.5%  to  5%-  in  unit  sales. 
'Ve  had  false  starts  in  the  past," 


says  Haymon.  "But  we're  a  little  more 
enthusiastic  about  this  one." 

One  reason  for  the  confusion  is  that 
consumer  attitudes  remain  something  of 
a  mystery.  Consumer  confidence  sur- 
veys show  that  people  still  feel  rotten 
about  the  economy.  Yet  consumption 
rose  0.3%  in  September  from  August. 

Some  of  that  activity  may  simply  rep- 
resent pent-up  demand  for  necessities 


rather  than  splurging,  says  Jerome  Fish- 
er, chairman  of  Stamford  (Conn.)  shoe- 
maker Nine  West  Group  Inc.  So  far  this 
year,  the  company's  sales  are  up  by 
more  than  18%.  And  Fisher  feels  even 
better  about  the  rest  of  this  year. 
"We're  much  more  optimistic  than  we 
were  in  the  third  quarter,"  he  says.  "In 
the  last  two  or  three  weeks,  there's  been 
a  slight  upturn  in  confidence.  You  can 
sense  it  in  the  air."  At  Sears,  Roebuck  & 
Co.,  where  same-store  sales  have  in- 
creased by  more  than  10%  over  the  past 
four  months,  Chairman  Edward  A.  Bren- 
nan  agrees:  "Things  are  going  better 
than  we  thought  two  or  three  months 
ago.  I  don't  think  it  will  cool  off." 
EUROPE  STIRS.  That  may  bode  well  for 
Christmas.  But  it  doesn't  mean  retailers 
are  stuffing  their  shelves.  One  sign  of 
managers'  unease  is  that  they  are  keep- 
ing inventories  lean.  According  to  the 
American  Production  &  Inventory  Con- 
trol Society's  business  outlook  index,  to- 
tal inventories  have  been  steadily  falling 
since  February.  Companies  are  produc- 
ing just  enough  to  meet  demand.  "Most 
business  executives  are  still  skeptical 
about  the  durability  of  any  upturn," 
says  economist  Michael  K.  Evans,  who 
developed  the  index.  "They  feel  they  got 
burned  in  '91  and  '92  and  don't  want  to 
make  the  same  mistake." 

Yet  the  index  shows  that  both  ship- 
ments and  new  orders  are  strong.  And 
other  surveys  report  that  even  exports, 
which  have  been  stuck  in  the  doldrums 
thanks  to  the  European  recession,  may 
be  picking  up.  Roulston  &  Co.,  a  Cleve- 
land investment  firm,  found  in  a  recent 
survey  that  Great  Lakes  manufacturers 
are  seeing  sales  growth  in  Mexico  and 
South  America,  as  well  as  the  Pacific 
Rim.  And  about  14%  say  European  sales 
are  up  in  the  past  two  months. 

The  labor  market,  however,  still  seems 
feeble.  The  American  Business  Confer- 
ence survey  of  its  members  shows  that 
they  expect  big  increases  in  sales,  mar- 
gins, and  investment  in  the  fourth  quar- 
ter— but  only  a  modest  2%  rise  in  em- 
ployment. The  economy  is  adding  about 
150,000  jobs  per  month,  but  that  just 
doesn't  feel  strong  to  employees  still 
worried  about  layoffs. 

The  bottom  line:  Optimism  is  growing, 
but  executives  remain  guarded.  Jobs  are 
being  created,  but  with  many  companies 
still  restructuring,  productivity  gains 
will  likely  keep  employment  growth 
slow.  Consumers  are  spending — for  now. 
Put  it  all  together,  and  Corporate  Ameri- 
ca hopes  the  scales  are  weighted  in  fa- 
vor of  an  on-again,  off-again  recovery 
that's  on  for  the  duration. 

By  Howard  Gleckman  in  Washington, 
with  Chris  Roush  in  New  Haven,  Zachat-y 
Schiller  in  Cleveland,  and  bureau  reports 
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THE  ESOP  THAT  SAVED  WEIRTON  IN  1 984  HAS  LEFT  EMPLOYEES  EMBITTERED,  NOT  EMPOWERED 


THE  OWNERS  VS.  THE  BOSS 
AT  WEIRTON  STEEL 


Workers,  who  control  the  stock,  are  butting  heads  with  management 


Angry  steelworkers  file  into  the 
West  Virginia  meeting  hall  with 
"No"  buttons  pinned  to  work- 
shirts  and  baseball  caps.  Nine  years  ago, 
before  "worker  empowerment"  became 
a  catch  phrase,  these  men  and  women  at 
Weirton  Steel  Corp.  bought  control  of 
their  company  with  the  nation's  largest- 
ever  employee  stock-ownership  plan 
(ESOP).  But  ownership,  they  have 
learned,  doesn't  always  translate  into 
power.  And  that's  what  they're  after 
now.  "There  comes  a  time  when  you 


have  to  [choose  to]  fight  or  not,"  says 
John  White,  a  pipe  fitter  who  has 
worked  for  25  years  at  the  Weirton 
(W.  Va.)  plant.  "We're  going  to  fight." 

Indeed,   frustration   has  rarely  run 
higher  among  Weirton's  worker-owners. 
They  have  taken  pay  cuts,  accepted  lay- 
offs, and  watched  management  spend 
$550  million  to  revamp  the  company's 
mill.  Yet  it  has  been  three  years 
since  the  company  turned  a  profit. 
And  workers  are  galled  that  with 
77%  of  Weirton's  voting  stock  and  8 
of  13  board  seats,  they  still  wield  lit- 
tle power.  As  an  example,  they  say 
angry  calls  to  remove  a  director  whom 
they  charge  with  conflict  of  interest 
have  been  ignored. 

Now,  openly  distrustful  of  Chief  Ex- 
ecutive Herbert  Elish  and  his  manage- 
ment team,  the  worker-owners  face 
what  many  see  as  their  last  chance  g|lll^ 


to  gain  control  of  the  company.  On  Nov. 
11,  stockholders  will  be  asked  to  autho- 
rize a  new  stock  issue  to  pay  down  $150 
million  of  the  company's  $495  million  in 
debt.  Workers,  who  worry  that  issuing 
more  stock  would  dilute  their  hold  on 
Weirton,  are  organizing  for  a  thumbs 
down.  "No  more  blank  checks,"  vows 
Frank  Slanchik,  a  crane  repairman  who 
is  leading  the  drive. 

Weirton's  problem  stems  from  the 
conflicting  constituencies  of  an  ESOP. 
Workers  own  the  company,  but  their 
voice  on  the  board  often  is  limited  so 
that  the  company  is  more  manageable 
and  palatable  to  investors.  That  scheme 
works  as  long  as  the  employees  support 
management.  But  when  worker-owners 
battle  for  control,  as  at  Weirton,  they 


face  the  risk  of  spooking  shareholdt£ 
Investors  will  have  to  consider  "]i<>ti 
tial  conflicts"  at  Weirton  in  deciding  i 
any  new  stock  is  a  good  buy,  says  Chis- 
topher  Plummer,  a  steel  analyst  at  h 
source  Strategies  Inc.  in  Philadelphia 
"RUSSIAN  ROULETTE."  Elish  feels  faille 
to  pay  down  debt  could  scuttle  Weirlus 
otherwise  bright  prospects.  He  wai 
employees — and  prospective  investi.i': 
that  "this  company  will  fail"  withou! 
stock  issue.  He  wants  to  move  quu  \. 
before  Wall  Street  cools  on  steel  st.x- 
In  a  controversial  videotape,  the  ' 
compares  delaying  the  stock  issue  \'. 
playing  "Russian  roulette." 

If  debt  can  be  cut,  Elish  figures,  \\  i 
ton  soon  will  return  to  profitabilit\ 
tin-plate  operation,  which  accounts 
45%  of  its  $1.08  billion  in  sales,  is  i 
threatened  by  competition  from  Imi 
minimill  rivals,  such  as  Nucor  Corp  ; 
North  Star  Steel  Co.  Plus,  its  work  I  n 
of  6,100  is  virtually  free  of  the  it  n 
ment  costs  that  burden  such  su 
makers  as  USX  Corp.'s  U.S.  Steel  d; 
sion.  When  the  ESOP  bought  the  milli 
1984,  the  seller,  National  Steel  Cm 
picked  up  the  tab  for  retirees. 

Meanwhile,  Weirton's  chief  is  the  r 
get  of  angry  jibes.  Opposition  [xisi  . 
near  the  plant  call  him  the  "video  km 
a  reference  to  his  taped  warning.  W  u 
ers  and  ESOP  directors  also  criticize  I . 
for  alleged  cost  overruns  in  the  m<iili', 
ization  program.  One  group  of  worl 
sued  Elish  and  the  board  for  gross  \i' 
gence,  forcing  the  board,  one  din  i 
says,  to  spend  $7  million  on  suppU'in 
tal  liability  insurance. 

Another  source  of  boos  and  hissi 
Harvey  L.  Sperry,  a  partner  in  the  X 
York  law  firm  Willkie  Farr  &  Galla.' 
who  is  an  independent  member  of  \\ 
ton's  board.  Workers  charge  that  hr  I 
divided  loyalties.  While  his  New  \' 
office  bills  the  company  more  than 
million  per  year  in  legal  fees,  its  \\  a 
ington  branch  defends  foreign  steei  | 
ducers  from  dumping  charges  filtMi 
Weirton  and  other  U.  S.  companies, 
a  shocking  conflict  of  interest," 
Phillip  H.  Smith,  an  independent  1m>. 
member.   Sperry  did   not  rein 
BUSINESS  week's  calls  for  comnii  I 
Where  will  it  all  lead?  At  the  \ 
least,  Elish  will  probably  end  up  ■ 
ing  ground  on  governance  issi 
giving  the  ESOP  a  larger  voice  on 
board.  He  also  is  likely  to  find  a  \' 
to  issue  new  stock  without  undern 
ing  the  f:S0P's  stake  in  the  compa. 
But  even  so,  the  battle  for  controltl 
Weirton  is  sure  to  continue.  For  hsv' 
long?  At  least  until  the  company  ) 
nally  turns  a  profit  again. 

By  Stephen  Baker  in  Pittsbuif/I/  < 
Keith  L.  Alexander  in  Weirton 
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TEMPLETON  GROWTH  FUND 


Think  Big 


Templeton  Growth  Fund  aims  for  capital  growth  by 
investing  in  stocks  and  debt  obhgations  of  companies 
and  governments  of  any  nation. 

Templeton  follows  a  disciplined  strategy  in  searching 
worldwide  for  undervalued  stocks.  In  the  case  of  the 
Templeton  Growth  Fund,  the  results  have  been 
rewarding. 


$1,844,602 

Total  value  of 
investment  6/30/93 


Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($541,151 


Value  of  shares  initially  acquired 
($456,165)  plus  shares  accepted  as 
capital  gains  distributions  ($847,286). 


$10,000 

Cost  of  investment 
1 1/29/54 


;i,0()(J,000 


100,000 


$10,000 


12/55 


Call  your  investment  advisor 
or  Templeton  today. 

1-800-342-FUND  Ext.  9205 


The  1-,  5-  and  10-year  average  annual  total  returns  were  4.1%,  11.3% 

and  13.1%  respectively.  Returns  for  the  period  ended  6/30/93  include  the 
maximum  5.75%  sales  charge  and  assume  reinvestment  of  dividends  and  capital 
gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so 
that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
cost.  Past  performance  cannot  guarantee  future  results.  Prior  to  July  1.  1992, 
fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total  return 
would  have  been  somewhat  less  than  noted  above.  There  are  special  nsk  con- 
siderations associated  with  foreign  investing. 


Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 


Yes!  1  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton  Growth 
Fund,  including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder.  bw 

920 

Name  


Address. 


City/State/Zip  _ 
Daytime  Phone. 


Ibmpleton 

K  WORLDWIDE 

Member  $105  Billion  Franklin/Templeton  Group 


LABOR I 


HOME  IS  WHERE 
THE  WORK  IS 


The  GM-UAW  contract  keeps  workers  mobile — and  stressed  out 


Pam  Gmyr  just  became  one  of  Gen- 
eral Motors  Corp.'s  gypsies.  In 
August,  the  ;i5-year-old  single 
mother  left  an  about-to-be-shuttered  GM 
plastics  plant  in  Syracuse,  N.  Y.,  for  a 
job  installing  pistons  at  the  company's 
bustling  Tonawanda  engine  factory, 
near  Buffalo.  By  staying  with  GM,  she 
kept  one  of  America's  best-paying  indus- 
trial jobs,  but  the  move  was  bittersweet. 
She  now  works  the  second  shift,  from  4 
p.m.  until  1:30  a.m.,  leaving  her  just  two 
hours  a  day  to  spend  with  her  10-year- 
old  daughter.  "I'm  not  happy,"  she  la- 
ments. "But  if  I  didn't  come  here,  what 
was  I  going  to  do?" 

As  members  of  the  United  Auto 
Workers  prepare  to  ratify  their  new 
three-year  contract  with  GM  in  a  vote 
expected  to  be  tallied  by  Nov.  10,  it's 
clear  that  Gmyr  is  part  of  a  trend.  Labor 
experts  estimate  that  as  many  as  60,000 
GM  factory  hands,  or  nearly  one-fourth 
the  current  total  of  265,000,  have  moved 
at  least  once  in  the  past  10  years  to  keeji 
their  jobs.  And  under  the  new  contract, 
the  number  could  grow  dramatically. 
Greater  worker  mobility  is  one  key  to 
GM's  plan  to  close  nearly  two  dozen 
plants  in  the  next  five  years  and  consoli- 
date work  in  high-volume  facilities. 

For  workers,  the  monetary  and  emo- 
tional cost  of  moving  can  be  high.  Work- 
ers often  leave  families  behind  and  com- 
mute home  hundreds  of  miles  for  week- 
ends and  vacations.  Such  hardships  can 
create  resentment  and  alienation.  And 
when  moves  go  sour,  the  result  can  have 
"terrible  effects  on  productivity  and 
quality,"  says  Sean  McAlinden,  a  re- 
searcher at  the  University  of  Michigan. 
BUY  OR  FLY.  Yet  making  the  new  pact 
work  is  critical  for  GM.  It  coughed  up  a 
staggering  $3..':!  billion  in  jobless  benefits 
under  the  previous  contract,  partly  be- 
cause it  didn't  give  management  enough 
flexibility  in  relocating  employees.  Un- 
der the  old  contract,  laid-off  workers 
could  turn  down  any  job  offer  more  than 
50  miles  away  and  still  receive  up  to 
1007'  of  their  annual  pay,  averaging 
$40,000.  Recently  that  has  meant  occa- 
sional labor  shortages  that  cost  GM  sales. 
The  Tonawanda  complex,  for  instance, 
has  been  unable  to  meet  demand  for 
four-  and  six-cylinder  engines — even 
though  some  employees  say  they  work 
70  or  more  hours  each  week. 


To  encourage  workers  to  go  where  the 
jobs  are,  GM  and  the  UAW  have  agreed  to 
new  incentives  and  stricter  rules.  Reloca- 
tion benefits  jumped  to  a  maximum  of 
$20,000,  from  $3,324  before.  And  work- 
ers in  eight  areas  of  the  country  will 
have  to  accept  jobs  farther  from  home. 
Those  laid  off  at  the  Kalamazoo  (Mich.) 
stamping  plant  would  have  to  accept  job 
offers  in  Fort  Wayne,  Ind.,  110  miles 


him.  He  stayed  in  a  hotel  for  a  we 
before  finding  a  $600-a-month  apartmt 
to  split  with  two  co-workers.  Now,  h 
spending  about  $60  a  month  phoning 
wife  and  4-year-old  son  in  Syracuse. 

GM  and  the  UAW  are  launching  a  jo 
study  aimed  at  alleviating  the  strain 
such  moves.  The  study  will  likely  p 
pose  counseling  and  other  services 
affected  workers.  For  now,  though,  "; 
pretty  much  sink  or  swim,"  conce( 
Thomas  Fricano,  director  of  the  UAW 
gion  that  includes  New  York. 
"A  lOT  OF  HURT."  Some  workers  opt 
staying  put.  About  100  workers  out 
300  from  GM's  plastics  plant  in  Syraci 
turned  down  jobs  at  Tonawanda,  desp 
losing  jobless  and  other  benefits.  1 
prospect  of  moving  only  to  be  laid 
later  is  one  worry.  And  Christine  Hoi 


CLOCKING  IN 
AT  TONAWANDA 


HOW  GM  IS  GEniNG  WORKERS  MOVING 

lONG-DISTANCE 
TRANSFERS 

Under  the  terms  of  its  new  pact  with  the  UAW,  GM  can  force  sc 
workers  to  take  jobs  1 10  miles  or  more  from  home,  vs.  a  maximi 
50  miles  in  the  past 

>me 
m  of 

MORE  RELOCATION 
MONEY 

The  relocation  allowance  has  been  increased  to  a  maximum  of 
$20,000  from  $3,324 

i: 

MORE  COMPETITION 
FOR  JOBS 

Active  workers,  not  just  those  who  have  been  laid  off,  now  can  c 
for  open  jobs  at  any  GM  plant 

i 

DATA:  BUSINESS  WEEK 

away,  or  forfeit  all  benefits,  for  in- 
stance. Even  laid-off  workers  at  such 
remote  locations  as  Van  Nuys,  Calif., 
which  closed  last  year,  are  getting 
leaned  on.  The  new  contract  encourages 
them  to  accept  a  job  elsewhere  in  GM, 
retire  early,  or  take  a  buyout  that  can 
include  up  to  $90,000  and  a  $10,000 
voucher  toward  buying  a  new  GM  car. 

The  changes  will  help  ease  the  pain  of 
workers  such  as  Tony  Giordano,  36,  who 
moved  the  150  miles  from  Syracuse  to 
Tonawanda  in  April  and  quickly  went 
through  the  $2,300  the  company  gave 


ing,  for  one,  didn't  want  her  family 
undergo  the  stress  of  her  working  t| 
second  shift.  "There's  going  to  be  a 
of  divorces,  a  lot  of  bankruptcies,  a 
of  hurt,"  she  predicts. 

Still,  with  few  other  jobs  around  tl 
pay  GM's  average  $18  an  hour  plus  beil 
fits,  most  workers  are  likely  to  opt  k 
moving.  "Factory  workers  will  becoije 
just  as  mobile  as  executives,"  predi<j5 
Fricano.  A  necessary  change,  perha;|, 
but  one  that  could  cause  major  stnjs 
between  GM  and  its  workers.  [ 

By  David  Woodruff  in  Tonawanda,  N.\ 
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machines  that  not 
only  stand  upright,  they  stand  alone. 


'^anon  stands  alone  as  the  undisputed  leader  in 
^plain  paper  facsimile. 

And  it  isn't  difficult  to  see  why.  Especially  when 
3U  notice  the  space-saving  upright  design  of  our 
\XPHONE®  plain  paper  fax  machines.  Perfect  for 
ly  home  office. 

Notice,  too,  the  quality  of  output.  Canon's 
atented  Bubble  Jet"'  printing  technology  with 
60  X  360  dpi  gives  you  precise,  laser  quality  images 
a  cut-sheet  plain  paper.  And  with  Canon's  exclusive 
HQ"  imaging  technology,  you  can  send  text  and 


multi-toned  graphics  that  are  virtually  indistinguishable 
from  the  original. 

If  you're  looking  for  the  convenience  and 
simplicity  of  receiving  on  plain  paper,  remember  only 
Canon  has  a  full  line  of  affordable,  easy-to-use  personal 
plain  paper  fax  machines  with  the  outstanding  quality 
that  has  made  Canon  plain  paper  fax  the  number  one 
choice  of  American  business. 

For  more  information  about  our  popular 
FAXPHONE  B70  and  B60,  or  our  new 
FAXPHONE        please  call  1-800-4321-HOP. 


Official  Facsimile  of 
WorldCupMM 
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B-SCHOOLS  I 


A  CASE  STUDY  IN  CHANGE 
AT 


The  B-school's  proposed  revamp  would  focus. more  on  cooperation 


Ti 


Iradition  isn't  easily  discarded  at 
Harvard  business  scliool:  Its  row- 
ing crews  still  paddle  the  Charles 
River  with  oars  adorned  with  dollar 
signs.  But  now,  amid  growing  criticism 
from  some  students  and  employers, 
Dean  John  H.  McArthur  and  his  elite 
institution  finally  are  set  to  put  forth  a 
surprisingly  radical  blueprint  for  reform. 

On  Nov.  8,  the  school  plans  to  an- 
nounce proposals  to  remake 
its  MBA  program — the  result 
of  an  18-month-long  review  of 
business  education  by  faculty 
and  administrators.  Under 
the  proposal.  Harvard  would 
reduce  class  sizes,  shift  class- 
work  into  fewer  integrated 
courses  that  stress  team- 
work, and  change  its  toughly 
competitive  grading  system 
(table).  It  also  would  alter  ad- 
mission standards,  accepting 
applicants  with  less  work  ex- 
perience in  order  to  increase 
student  diversity. 

The  proposed  changes,  de- 
tails of  which  were  leaked  to 
the  student  newsj)aper  and 
confirmed  by  faculty  sources, 
have  met  with  both  surprise 
and  approval.  "At  HBS, 
change  doesn't  come  very 
easily,  and  when  it  does,  it 
comes  in  incremental  steps," 
says  Ann  Pao,  a  second-year 
student  and  editor  of  Tlie 
Harbus  News.  Adds  a  former 
faculty  member:  "It  amounts 
to  quite  a  powerful  reform." 
NEW  WORLD.  Why  mess  with 
the  HBS  formula?  Only  a  few 
months  ago,  faculty  members 
and  administrators  were 
downplaying  the  likelihood  of 
any  dramatic  changes  in  the 
school's  MBA  curriculum,  even 
though  Harvard's  last  major 
revision  occurred  in  the  1960s.  But  other 
schools  have  overhauled  their  programs 
in  recent  years  in  order  to  better  pre- 
pare graduates  for  a  rapidly  changing 
business  world.  In  other  words.  Harvard 
needs  to  stay  competitive. 

Administration  officials  won't  say  so. 
In  fact,  they  decline  to  comment  on  the 
proposals.  But  insiders  believe  that  Dean 
McArthur  and  the  senior  faculty  have 


become  supportive  of  an  overhaul  in  re- 
cent weeks.  The  plan  still  must  gain  fac- 
ulty approval,  and  it's  possible  that  some 
specifics  may  fail  to  win  acceptance.  But 
as  one  professor  put  it:  "We're  fairly 
certain,  given  the  dean's  comments  over 
the  past  few  weeks  and  the  general 
moocl  of  enthusiasm  around  here,  that 
change  will  occur."  The  B-school  may 
aft  on  the  recommendations  bv  vearcnd 


THE  NEW  AND  IMPROVED 
HARVARD  BUSINESS  SCHOOL 


Changes  proposed  by  a  faculty  committee  at  the  t-iarvard 
business  school: 

CURRICULUM 

GRADING 

The  1 1  required  first-year 
courses  would  be  folded  into 
four  classes 

Dreaded  forced  curve  would 
be  abolished  in  favor  of 
merit  grading  system 

TEAMWORK 

ADMISSIONS 

MBA  students  would  com- 
plete up  to  25%  of  course 
work  in  teams;  no  formal 
teamwork  is  required  now 


Applicants  with  less  work 
experience  than  current 
students  would  be  admitted 
to  promote  diversity 
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and  implement  them  as  early  as  the  fall 
of  1994. 

Under  the  plan,  the  school  would 
deemphasize  its  fabled  case-study  mode 
of  instruction,  long  heralded  as  a  major 
advantage  over  competing  programs.  Up 
to  257'  of  the  course  work  for  first-year 
students  would  be  composed  of  group 
projects  outside  class.  Currently,  there 
are  minimal  teamwork  requirements. 


The  school  also  would  collapse  its  I 
required  first-year  courses  into  four  - 
tegrated  courses  on  such  topics  as  M:  • 
aging  Product  and  Services,  to  be  taii.u: 
by  faculty  teams.  The  consolidation,  : 
cording  to  confidential  documents  < 
tained  by  Harbus,  would  change  an  ' 
creasingly      fragmented  requii-1 
curriculum  to  one  that  consciously  sec 
to  integrate  and  unify  the  essential  >  > 
cepts  and  skills  of  management  a 
leadership."   Harvard  would  decrca 
sections  to  72  students  from  90,  chnji 
academic  year  into  trimesters  from  ^ 
mesters,  and  use  networked  comj>iiii 
to  integrate  technology  more  effecti\i 
into  class  work. 

NOTHING  NEW.  Many  of  these  proposi 
revisions  have  already  been  installeil 
f)ther  leading  business  schools.  "I  diu 
think  this  is  a  new  pai 
digm,"  says  Edward  A.  !''< 
dean  of  Dartmouth  UniviT 
ty's  Amos  Tuck  SchonI 
Business.  "They  are  tryini' 
do  what  a  lot  of  us  are  doir; 
already,   and   many   of   I ; 
things  they're  planning  w- 
dtine  for  years." 

There's  no  consistent 
dence  that  those  chani; 
have  been  successful.  11 
teamwork,  for  instance,  li 
long  been  an  essential  pan 
the  B-school  cultures  at  Tii 
and  Northwestern  Univcr 
ty's  Kellogg  School.  The  Im 
ness  schools  at  Indiana  I 
versify  and  the  University 
Tennessee  at  Knoxville  ha 
done  away  with  the  tradilH 
al  first-year  courses  in  ; 
counting,  finance,  and  m: 
keting  and  replaced  tin' 
with  more  integrated  courst 
At  these  B-schools,  MBAs  i 
ceive  only  two  grades  in  tin 
first  year. 

Still,  Harvard  being  H; 
vard,  the  proposed  reina 
seems  destined  to  distii 
some  sacred  cows.  To  encdi 
age  collaboration,  for  exa 
pie,  the  plan  would  do  aw: 
with  the  forced  grading  cur 
that  has  long  made  the  scln 
among  the  most  competiii 
in  the  world.  You  can  alim 
hear  the  collective  sigh  of  relief  eman; 
ing  from.  Boston.  "It's  not  a  revolut.' 
but  it's  definitely  a  step  in  the  viv: 
direction,"  says  Peter  C.  Lee,  a  secoi 
year  student.  "If  this  gets  passed,  it  \\ 
be  more  in  line  with  what  people  a. 
trying  to  do  in  the  business  worl< 
There's  no  forced  curve,  after  all,  in  ( 'i 
porate  America. 

Bji  Lori  Bongiorno  in  New  )  c 
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ITT  Hartford 
Helped  5, People  Last  Year 
One  Person  At  A  Time. 


\t  most  important  thmg  an  msurance  iompan\'  insures  is 
le  quality  ot  peoples  lives.  For  nearly  200  years,  ITT  f  lartlord 
as  provided  people  and  businesses  with  linancial  protection 
nd  peace  of  mind. 

For  example,  ITT  Hartford,  part  ol  ITTs  Financial 
:  Business  Services  group,  has  developed  one  ot  the  most 
omprehensive  programs  for  injured  or  disabled  workers, 
brings  together  medical  care,  rehabilitation  specialists, 
Iternative  job  counseling  and  other  techniques  to  help  people 
;turn  to  work. 


ITT  is  making  it  possible  lor  ITT  Hartford  to  put  more 
resources  into  other  such  programs  as  well  as  into  business 
insurance,  automobile  and  home-owner  coverage  and  a  broad 
spectrum  ol  lile,  health,  retirement  and  asset  management 
products  and  services.  In  fact,  ITT  recentK-  imvsted  Sb80 
million  in  ITT  Hartlord  to  help  it  continue  to  provide  the 
kind  ol  prompt,  elticient  service  that  has  made  it  one  of 
the  top  rated 

insurance  com-      I  1 1 II 1 1  Were  adding  more 

panics  in  America.  -L  JL.  than  just  OUr  name. 


U  FINANCIAL  &  BUSINESS  SERVICES      ITT  MANUFACTURED  PRODUCTS      ITT  RAYONIER      ITT  SHERATON 


HOLLYWOOD  I 


NO  NIGHTMARE 
BEFORE  THIS  CHRISTMAS 


Hollywood's  holiday  lineup  looks  like  box-office  gold 


Sometimes  things  in  Hollywood 
really  are  as  good  as  the  publicists 
say  they  are.  In  the  months  since 
Jurassic  Park  swept  America,  theater 
turnstiles  have  been  clicking  so  furious- 
ly that  the  hype  seems  less,  well,  less 
hyped  than  usual.  The  reception  of  The 
Beverly  Hillbillies,  a  brain-dead  remake 
of  the  1960s  television  series,  is  evidence 
of  how  willing  moviegoers  seem  to  be  to 
line  up  for  just  about  anything:  The  film 
sold  an  impressive  $25  million  worth  of 
tickets  in  its  first  three  weeks. 

A  strong  finish  over  the  holidays 
could  make  this  a  boffo  year  for  Tinsel- 
town. Through  October,  national  box-of- 
fice receipts  are  u})  a  robust  13'^'  over 
last  year — enough,  The  Holly ivood  Re- 
porter estimates,  to  push  ticket  sales 
to  a  record  $5.3  billion  for  the 
year.  Taking  advantage  of  this 
movie  lust,  Hollywood's  eight 
largest  studios  plan  to  re- 
lease 18  films  before 
Christmas — up  from  14  in 
the  same  eight-week  peri- 
od last  year.  Most  studio 
execs  consider  only  one, 
Mrs.  Doubtfire,  star- 
ring Robin  Williams, 
a  sure-fire  winner. 
But  others,  such  as 
The  Pelican  Brief, 
starring  Julia  Rob- 
erts, and  sequels  to 
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the  hits  Sister  Act  and  The  Adckuns 
Family,  are  also  expected  to  do  well. 

There  are,  of  course,  some  question 
marks.  Will  audiences  buy  good  guy  Ke- 
vin Costner  as  a  kidnapper  in  Warner 
Bros.  Inc.'s  A  Perfect  World — even  with 
superstar  Clint  Eastwood  as  an  added 
draw?  And  My  Life,  which  stars  Michael 
Keaton  as  a  cancer-stricken  expectant 
father,  is  far  from  cheery  viewing.  Audi- 
ences also  may  not  warm  to  westerns  at 
Christmas,  such  as  Columbia  Pictures' 
Geronimo,  with  Robert  Duvall  as  an 
army  officer,  and  Walt  Disney  Co.'s 
To»ibsto)ie.  with  Kurt  Russell  as  Wyatt 
Earp. 

With  so  many  flicks  in  the  offing,  stu- 
dios are  scrambling  to  make  their  films 
stand  out.  Disney  released  the  offbeat, 
\   stop-action  animated  Tim  Burton's 
Nightmare  Before  Christmas  to  a 
handful  of  theaters  in  mid-October 


HOUYWOOD'S 
CHRISTMAS  IIST 


and  built  a  good  \>uzy.  before  its  geneij 
release  on  Oct.  29.  And  Twentieth  Cent^ 
ry  Fox  Film  Corp.  moved  up  The  Bci'i- 
ly  Hillbillies'  release  from  Novemlicr  i 
October. 

Why  is  Fox's  Mrs.  Doubtfire  pegg 
as  a  sure  hit?  Hollywood  execs  say  W 
liams,  who  stars  as  an  estranged  hi 
band  who  dresses  in  drag  to  get  a  job 
a  nanny  for  his  children,  gives  a  stroi 
performance.  And  to  add  zing,  Fox  h 
doubled  its  usual  sneak  previews, 
1,000.  "This  is  a  $200  million  film  if  th 
don't  screw  it  up,"  says  an  executi 
with  a  competing  studio. 

Moviedom  would  welcome  a  Christm 
blockbuster,  since  a  big  film  usually  ci 
ates  hot  sales  for  everyone.  And  no  co 
pany  needs  a  hit  more  than  Paramou 
Pictures  Corp.,  which  is  the  subject  oi 
takeover  battle  just  as  new  manageme 
is  struggling  to  increase  production.  T 
studio  hopes  for  a  boost  from  Addat 
Family  Values  and  Wayne's  World 
the  sequels  to  two  $100  million  movie 
"POPPIES."  A  strong  Christmas  seas 
could  also  help  Universal  Studios  In 
which  has  had  few  winners  since  Jure 
sic  Park.  For  the  holidays.  Universal 
rolling  out  Al  Pacino  in  the  thriller  Co 
lito's  Way,  plus  a  sequel  of  its  ov, 
Beethoven 's  2nd.  The  first  story  of 
slobbering  Saint  Bernard  sold  an  impn 
sive  4  million  videocassettes.  "That's 
tremendous  word-of-mouth  advantag( 
says  Universal  Chairman  Tom  Pollo( 
"We've  got  the  same  cast  back,  and  tl 
time,  we've  got  puppies." 

Parents  desperate  to  entertain  ki 
over  their  school  breaks  won't  ha 
much  trouble  parking  them  at  the  tl 
ater.  Warner  Bros,  put  Macaulay  Culk 
in  the  ballet  The  Nutcracker.  Univen 
will  trot  out  superintelligent  dinosau 
in  the  animated  We're  Back!  A  Din 
sour's  Story,  produced  by  Jurass 
Park  director  Steven  Spielberg.  A: 
Disney  is  giving  its  Three  Musketee, 
starring  Charlie  Sheen  and  Kiefer  Sut 
erland,  a  larger-than-usual  opening 
2,000  theaters.  "It  has  tested  as  well 
Honey,  I  Shrunk  the  Kids,"  says  Ric 
ard  Cook,  president  of  Disney's  distrib 
tion  unit. 

Theater  owners  predict  a  bang-up  he 
day  season.  "I  look 
this  schedule  like  sorr 


%2  PMlAtHOmi  Addons  Fofrnty  Values: 
Mortido  ho$  o  boby 

20TH  CENTURY      Mrs.  DuAtfin:  RMn 
fOX  Williams  in  drag 


UNIVERSAL  Bfetboven's2nd.A6og 
TOM  TOT  Tiw.-wnow  TanNiy 


WARNER  The  Pelkm  Brief:  SiAia 

.  BROS*  Rob#rts'  comsbock  movis 


one  gave  me  a  gia 
Christmas  present,"  sa 
Michael  W.  Patrick,  pre 
dent  of  1,560-screen  d 
mike  Cinemas  Inc., 
cliain  based  in  Columbi 
Ga.  Holiday  hype?  To 
sure.  But  this  year, 
could  be  right  on. 

By  Ronald  Grover 
Lofi  A)/gck'.s 


ED  BY  KEITH  H.  HAMMONDS 

AIRLINE  THAT 
iY  NOT  FLY 


ooked  on  American  Air- 
s  for  Thanksgiving  vaca- 
i?  Flight  attendants  at 
erican  are  threatening  to 
ke  before  Nov.  22,  disrupt- 
holiday  service.  This 
les  after  the  airline  said  it 
lid  impose  its  own  contract 
;he  work  force,  a  deal  the 
ipany  says  will  reduce 
fing  requirements  but  de- 
r  raises  averaging  35% 
r  four  years.  Meanwhile, 
ms  at  United  Airlines  have 
Mov.  13  to  complete  details 


LOSING  BELL 
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lAT'S  TAKING 

E  SHINE  OFF  SILVER 

silver  market  was  tar- 
ed by  the  Nov.  1  news  that 
ox  had  developed  a  photo- 
phic  film  that  does  not  re- 
e  conventional  silver  com- 
nds.  Was  the  market 
rreocting?  True,  photo  ap- 
otions  account  for  40%  to 
'/o  of  industrial  silver  con- 
iption.  But  Xerox'  film  is 
ed  at  the  commercial  mar- 
not  the  bigger  amateur  au- 
ice.  And  its  success  de- 
ds  on  big  investments  by 
iters  in  new  equipment, 
n  the  long  run,  silver  prices, 
gold,  historically  hove 
n  driven  largely  by  infla- 
I.  Indeed,  it's  the  continuing 
spect  of  modest  inflation 
t  has  sent  futures  tumbling 
n  $5.50  in  August. 


of  their  $4  billion  proposal  to 
buy  as  much  as  60%  of  the 
carrier.  But  sources  close  to 
the  talks  say  they  are  hitting 
snags.  One  positive  note:  twa 
finally  emerged  from  bank- 
ruptcy on  Nov.  3,  with  at 
least  $200  million  in  cash. 


CELLULAR  DIVISION 
AT  PACIFIC  TELESIS 


►  While  many  of  its  siblings 
are  rushing  to  marry  onetime 
rivals,  one  Baby  Bell  is  set  to 
split  itself  up.  On  Nov.  2,  Cali- 
fornia regulators  approved 
Pacific  Telesis  Group's  plan  to 
spin  off  its  cellular  operation 
into  a  separate  company.  The 
benefit:  The  cellular  company 
will  be  freed  from  some  feder- 
al and  state  regulatory  re- 
strictions, and  the  remaining 
phone  company  can  better 
compete  for  next  year's  auc- 
tion of  new  wireless  frequen- 
cies. Telesis  plans  to  sell  12% 
of  the  new  company  to  the 
public  for  $1.2  billion  starting 
next  month,  and  it  will  distrib- 
ute the  rest  of  the  stock  to 
current  shareholders.  Pac- 
Tel's  stock  jumped  9%  on  the 
news,  to  59%,  but  some  ana- 
lysts question  the  strategy: 
Certain  federal  regulations 
have  eased  already,  removing 
old  barriers. 


WAL-MART  PICKS  UP 
THE  PACE 


►  Retailing's  Goliath  is  get- 
ting bigger.  Wal-Mart  Stores 
announced  on  Nov.  2  that  it 
would  buy  91  PACE  Member- 
ship Warehouses  from  rival 
Kmart,  which  will  realize  $300 
million  in  net  cash  from  the 
deal.  Kmart  is  shedding  the 
money-losing  chain  as  part  of 
its  effort  to  focus  on  its  core 
discount  operations.  Wal- 
Mart,  which  bought  14  Pace 
clubs  in  May,  will  add  the  new 
stores  to  its  326-unit  Sam's 
Club  division,  which  had  sales 
of  $12.3  billion  last  year.  The 
move  is  more  evidence  of  con- 
solidation in  the  warehouse 
business:  Last  month,  rivals 
Price  and  Costco  Wholesale 
completed  their  merger. 


HEADLINER 


BLOODBATH  IN  BEANTOWN 


"A  bloodbath"  is  how  one 
Bank  of  Boston  insider  de- 
scribed it.  On  Oct.  29,  Chair- 
man Ira  Stepanian  abruptly 
fired  three  of  his  six  top  lieu- 
tenants, including  two  he  had 
handpicked  from  outside 
the  bank  during  the 
past  three  years. 
To  some  outsid- 
ers, the  move 
seemed  a  pow- 
er play:  Stepan- 
ian got  rid  of  a 
leading  contend- 
er for  his  job,  Ke- 
vin Mulvaney,  the 
national  lending  chief 
He  also  ousted  Michael  Sim- 
mons, who  helped  keep  the 
bank  solvent  during  the  real 
estate  crisis,  and  Newton 
Merrill,  a  Bank  of  New  York 
alum. 

But  the  shakeup  also  ap- 
pears to  represent  an  attempt 
to  replace  Bank  of  Boston's 
clubby,  top-down  manage- 


ment style  with  something 
more  General  Electric-ish.  The 
new  structure,  which  gives 
profit  responsibility  to  15 
managers,  "places  a  premium 
on  organizational  cooperation 
and  reduces  roadblocks 
to  meeting  customer 
needs,"  Stepanian 
says.  Transla- 
tion, say  bank 
executives:  Too 
many  officers 
wanted  to  play 
by  their  own 
rules. 

But  can  banking 
become  entrepreneur- 
ial? Nancy  Bush,  a  Brown 
Brothers  Harriman  analyst, 
expects  the  answer  to  be  clear 
soon.  The  bank's  profits  have 
trailed  the  industry's  for  more 
than  a  year.  Now  that  Stepan- 
ian has  things  his  way.  Bush 
says,  "it's  put-up-or-shut-up 
time." 

By  Geoff  Smith 


ONE  OF  THE  LUCKY  ONES 
IN  CALIFORNIA 


►  Life  in  Southern  California 
sure  has  changed.  Strong 
winds  kicked  up  again  on 
Nov.  2,  igniting  fires  in  hills 
above  Malibu  that  swept  over 
more  than  35,000  acres  and 
destroyed  an  estimated  300 
houses.  A  week  earlier,  a  ring 
of  flames  from  Los  Angeles 
to  San  Diego  devastated  more 
than  173,000  acres  and  731 


houses,  doing  an  estimated 
$500  million  in  damage. 
Among  the  few  winners  was 
Hughes  Aircraft:  It  airlifted 
27  company-employed  fire- 
fighters to  help  protect  its  re- 
search facility  near  Malibu — 
which  was  unharmed. 


A  REPRIEVE  FROM 
CANCER  FOR  WALSH 


THE  FIRE  THIS  TIME 


►  Thanksgiving  will  take  on 
new  meaning  this  year  for 
Tenneco  Chief  Executive  Mi- 
chael Walsh.  Less  than  a  year 
after  being  diagnosed  with 
brain  cancer,  the  hard-charg- 
ing Walsh,  51,  announced  on 
Nov.  1  that  doctors  said  his 
irain  tumor  had  stopped 
growing  and  was  breaking 
up.  Walsh,  who  will  continue 
chemotherapy  until  next 
spring,  says  the  doctors  now 
exiiect  him  to  have  a  "nor- 
mal" life  span.  They  believe 
the  threat  of  a  recurrence  is 
remote.  Despite  some  remain- 
ing weakness,  Walsh  says  he 
will  be  skiing  by  Christmas. 
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Federal  Express  introduces 
the  only  second  day  service  to 
Europe  by  noon  that  also  has 
a  money-back  guarantee: 


Now  if  you  want  a  jump 
on  the  competition,  you've  got 
a  five-hour  head  start. 


Once  again  Federal  Express  is  miles  ahead. 
Because,  now,  while  other  companies  are 
still  trying  to  get  your  package  delivered  by 
5  pm  the  second  business  day.  Federal 
Express  can  deliver  to  over  50  cities  across 
Europe  by  noon  the  second  business 


don't,  well  refund  your  shipping  charges: 
Imagine  what  you  can  do  \^ith  five  hours  to 
gain  and  nothing  to  lose.  For  more  informa- 
tion about  our  new  noon  service  or  about 
the  thousands  of  other  cities  across  Europe 
that  we  serve,  just  call  1-800-247-4747 


day  from  much  of  the  U.S.  If  we  I  (TDD:  1-800-238-4461). 

Our  Most  important  Package  Is  Yours. 

Nex:  cay  service  10  seJecled  destinations  in  Europe  is  available  from  New  Yorit  City.  Please  call  for  details. 
'5s  ec:  cos'a  zcz^s  w     -  ssc  c  :y  Qualify  for  second  day  by  noon  de  ;ve''y  to  Ewoas  wiih  the  money-bacK  gua'a""ee 
See  "e  :.--e-'  -ece's  -rcess  guide  for  details  and  litnitatic  5   I'  HI  -ecs'ai  Express  Corporation 
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LINTON'S  COATTAILS 
AN'T  GET  MUCH  SHORTER 


hite  House  spinners  can  insist  that  "change"  won 
everywhere  and,  besides,  Bill  Clinton  wasn't  on 
the  ballot  anywhere.  But  don't  be  fooled.  Election 
y  1993  was  a  slap  in  the  face  for  Democrats  and  the  Pres- 
nt.  And  there's  worse  to  come.  The  wijieout  in  New  Jersey, 
ginia,  and  New  York  City  will  make  it  far  more  difficult  for 
iton  to  push  his  agenda  through  Congress.  And  it  gives  Re- 
jlicans  hope  for  big  gains  in  the  1994  congressional  elec- 
ts—including  the  possibility  of  retaking  the  Senate, 
rhe  morning  after.  White  House  politicos  labored  to  explain 
V  local  quirks  led  to  the  naiTow  defeats  of  New  Jersey  Gov- 
lor  Jim  Florio  and  New  York  Mayor  David  N.  Dinkins,  as 
11  as  to  Republican  George  Allen's 
dslide  gubernatorial  win  in  Virginia, 
t,  when  earlier  defeats  in  Los  An- 
•  es  and  Texas  are  included,  the  Demo- 
ts  have  now  blown  five  straight  high- 
kes  races.  "At  some  point,"  says 
rist  Institute  pollster  Lee  M.  Mir- 
off,  "a  series  of  idiosyncratic  elec- 
18  becomes  a  trend." 
MEBACK.  The  bad  news  for  Demo- 
ts  doesn't  end  there.  This  fall 
rked  a  comeback  for  hot  debates 
!r  crime  and  taxes,  "wedge  issues" 
it  have  sustained  the  GOP  for  25 
irs.  Clinton  aides  saw  New  Jersey  as  a  test  of  their  theory 
I  ,t  a  politician  who  "did  the  hard  thing"  would  be  rewarded. 
It  voters  wouldn't  forgive  Florio  for  raising  taxes  after 
imising  not  to  and  turned  instead  to  Republican  Christine 
Id  Whitman.  In  both  Virginia  and  New  York,  Republicans 
litalized  on  fears  of  crime.  Allen's  vow  to  end  parole  for  vi- 
nt  criminals  attracted  droves  of  Democrats,  while  Rudolph 
iliani's  get-tough  pledges  scored  with  New  Yorkers  worried 
Hit  their  safety. 

vVhat's  the  message  of  '93?  Voters  reject  poHtics-as-usual. 
d  that's  bad  news  to  officeholders  in  both  parties.  "Every 
umbent  anywhere  has  to  watch  out,"  says  Republican  me- 


WHITMAN:  AIDED  BY  ANGER  OVER  TAXES 


dia  consultant  Greg  Stevens,  who  worked  for  Allen.  At  grav- 
est risk  are  pols  who,  like  Florio,  promised  one  thing  during  a 
campaign  and  then  did  something  else.  "If  I  were  an  incum- 
bent, I'd  see  what  I'd  promised  in  the  last  campaign,  and  I'd 
get  to  work  on  it  this  afternoon,"  says  Democratic  consultant 
Dane  Strother.  "If  you  don't  do  what  you  said  you  were  going 
to  do,  the  voters  will  fire  you." 

To  win  over  voters  next  fall.  Democrats  need  accomplish- 
ments to  brag  about.  But  analysts  say  the  election  debacle 
complicates  that  mission.  Many  Democrats,  already  jittery 
about  having  voted  for  Clinton's  tax  increase,  are  reluctant  to 
back  the  North  American  Free  Trade  Agreement  or  Clin- 
ton's health  plan.  Now,  Republicans  and 
moderate  Democrats  may  win  backing 
for  a  less  ambitious  health  overhaul. 
WAKE-UP  CALL.  On  Capitol  Hill,  the  GOP 
will  try  to  build  on  its  anticrime  success 
l:)y  forcing  Democrats  to  cast  hard  votes 
on  such  issues  as  capital  punishment 
and  tougher  sentences  in  amendments 
to  the  pending  crime  bill.  And  a  test  of 
Democrats'  willingness  to  heed  voter 
warnings  about  excessive  spending  will 
come  in  a  Nov.  19  House  showdown 
over  Clinton's  latest  proposed  budget 
cuts.  A  coalition  led  by  Representative 
Timothy  J.  Penny  (D-Minn.)  and  John  R.  Kasich  (R-Ohio)  has 
proposed  trimming  spending  l)y  $103  billion  over  the  next 
five  years— nearly  10  times  what  Clinton  wants. 

Tlie  vote  "has  shaken  Democrats  out  of  their  post-Pi'esiden- 
tial-election,  self-congratulatoiy  stupor,"  says  Democratic  con- 
sultant Dawn  Laguens.  To  recover,  they  must  admit  that 
Clinton  didn't  win  a  broad  mandate  in  1992.  And  to  avoid  ca- 
tastrophe in  1994,  Democrats  must  quickly  recast  their  initia- 
tives. The  GOP  is  already  dreaming  of  a  tidal  wave  that  would 
give  it  control  of  the  Senate  and  a  majority  of  governors'  man- 
sions in  1994.  It's  a  goal  that  no  longer  seems  out  of  reach. 

By  Richard  S.  Dunham 
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lETS 


iMMhile  Congress  debates  such 
■  W  weighty  matters  as  free  trade 
id  health  care,  members  report  that 
le  issue  generating  the  most  mail  to 
leir  offices  is  dietary  supplements, 
ending  Food  &  Drug  Administration 
lies  would  prohibit  claims  of  health 
enefits  for  the  supplements  unless 
ley  are  scientifically  justified.  So  the 
.dustry  has  generated  a  flood  of  let- 
)rs  by  warning  that  the  new  rules 
ould  result  in  popular  products,  in- 
uding  vitamins,  being  taken  off  store 
lelves.  Senator  Orrin  G.  Hatch  (R- 
tah)  is  pushing  industry-l^acked  legis- 
.tion  that  would  effectively  bar  the 


FDA  from  regulating  most  health 
claims.  However,  two  Hatch  foes— Rep- 
resentative Henry  A.  Waxman  (D- 
Calif.)  and  Senator  Edward  M.  Ken- 
nedy (D-Mass.)— are  prepared  to  push 
for  an  alternative  that  leaves  intact 
the  FDA's  power  to  restrict  claims 
while  assuring  consumers  that  their 
favorite  products  will  remain  available. 
In  a  "dear  colleague"  letter,  Waxman, 
chairman  of  a  key  House  health  sub- 
committee, says  he'll  offer  a  bill  that 
"makes  it  clear  consumers  have  a  inght 
to  pui'chase  any  [safe]  vitamin,  herl),  or 
dietary  supplement."  The  Waxman- 
Kennedy  approach  would  have  little 
or  no  impact  on  the  FDA's  plans.  But  it 
might  at  least  stanch  the  flow  of  mail. 


PEROTNISTAS 


If  California  is  a  leading  indicator  of 
trends,  as  is  so  often  the  case,  Ross 
Perot  may  be  running  into  trouble  with 
some  of  his  .strongest  supporters.  A 
recent  Field  Poll  finds  that  the  Texan 
remains  personally  popular  with  the 
21%  of  Californians  who  voted  for  him 
in  last  fall's  Presidential  election:  83% 
of  Perot  voters  say  they  still  like  him. 
But  only  ;38%  agree  that  "what  Perot  is 
now  saying  or  doing  will  help  in  solv- 
ing the  country's  problems,"  down  fi'om 
72%  in  May.  And  aljout  one-quarter  of 
Perot's  1992  voters  say  they  would  not 
be  inclined  to  vote  for  him  if  he  runs 
again  in  1996. 
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GERMANY 

IS  REUNIFICATION  FAI1IN6? 


Try  asking  Gisela  Kern  abom  ll- 
freedoms  she  won  after  the  i-cuni 
cation  of  Germany.  ChitchinL;  .n 
handkerchief  and  speaking  rapidl>.  i 
54-year-old  eastern  German  brushes  i 
question  aside.  After  30  years  as  uii  ; 
countant  in  Frankfurt  an  der  Oder, 
grim  city  near  the  Pohsh  border,  Ke 
will  soon  be  out  of  work.  Next  mont 
she  will  be  on  the  dole,  collecting  60% 
her  $14,370  annual  salary.  Her  husbai 
Manfred,  57,  already  has  lost  his  jo 
Their  rent  has  nearly  quadrupled, 
$353,  and  their  26-year-old  daughter 
also  pounding  the  pavement.  Yes,  Ke 
concedes,  she  can  travel  and  speak  h 
mind,  "i)ut  we're  worse  off  now  becau 
we  can't  work." 

Across  the  eastern  landscape,  the  d 
mantling  of  communism  has  swept  i 
million  people  into  the  ranks  of  the  jc 
less.  With  70%  of  its  productive  capaci 
shut  down,  the  old  industrial  star  of  t 
Soviet  bloc  remains  a  heartbeat  aw 
from  economic  collapse.  Pi-opping  it  up 
Germany's  federal  government,  whi 
is  transferring  $120  billion  a  year  frc 
the  prosperous  west. 

The  l)ailout,  ever  more  expensi\ 
leaves  Germany  struggling  to  contain 
huge  deficit  and  emerge  from  its  woi 
recession  since  World  War  II  (char 
Germany's  reunification  crisis  is  also 
critical  problem  for  all  of  Europe's  rec( 
sion-plagued  economies.  Like  a  ball  a; 
chain  clamped  to  Europe's  biggest  ecc 
omy,  eastern  Germany  has  greatly  i 
duced  the  country's  ability  to  act  as  t 
Continent's  economic  locomotive. 
NEW  CHALLENGE.  Worse,  reunification 
stalling  just  when  western  Germany  fi 
es  its  own  painful  restructuring  to  bri 
costs  in  line  with  world  standards.  Ch{ 
cellor  Helmut  Kohl  has  warned  Germa 
they  must  work  harder  to  best  Asi 
and  American  rivals— or  see  their  coi 
try  slide  into  second-class  status. 

It's  a  compelling  irony.  Germany- 
country  that  rebuilt  its  economy  fr( 
the  ashes  in  45  years  of  cold  war- 
facing  its  worst  crisis  in  decades  ji 
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jer  achieving  reunification,  the  greatest 
■litical  triumph  of  its  recent  history. 
The  crisis  also  stands  in  sharp  con- 
ist  to  Kohl's  prediction  that  "l)lossom- 
y  landscapes"  would  emerge  in  the 
st  by  the  mid-1990s.  At  the  time  of  re- 
ification  three  years  ago,  the  German 
lancellor  figured  a  combination  of  seed 
pital  and  west  German  knowhow 
)uld  quickly  transform  east  Germany's 
onomy,  which  on  paper,  at  least, 
)ked  surprisingly  strong.  After  all, 
?se  were  fellow  Germans:  With  a  little 
idership,  they  would  show  the  same 
ive  that  created  West  Germany's 
irtschaftswunder,  the  economic  miracle 
the  1950s. 

That  was  the  dream.  The  sad  reality 
a  manufacturing  base  far  more  ineffi- 
!nt  than  ever  imagined,  a  heavy  de- 
ndence  on  the  old  Soviet  Union  for 
ide— now  vanished— and  environmental 
llution  on  a  massive  scale. 
But  west  German  leaders  were  also  to 
ime.  They  exported  their  high  wages, 
nerous  benefits,  and  stifling  regula- 
ns  to  the  east— just  when  this  brand 
capitalism  was  beginning  to  flag  under 
)bal  competition.  They  also  wrongly 
turned  billions  in  public  spending 
luld  spark  a  big  private  investment 
3m.  Moreover,  the  privatization  of  old 
ite-run  companies  didn't  create  a  new 
trepreneurial  class  as  quickly  as 
ped:  It  often  shut  down  factories  and 
ped  out  jobs.  And  western  Germans 
^e  that  their  new  compatriots  cling 
an  entitlements  mentality  developed 
der  40  years  of  communism. 

'CREPIT.  This  shock  of  collapse  in  the 
3t  and  recession  in  the  west  has 

!  Iped  fuel  fears  that  far-right  extre- 
sts  will  profit  from  economic  misery, 
tacks  against  foreigners  have  resulted 
30  deaths  in  the  past  three  years.  In- 
!ad  of  shouldering  new  international 
rdens,  the  reunited  country  has 
•ned  inward,  in  a  spasm  of  angst.  "Ei- 
5r  Germany  must  rejuvenate  itself 
w,  or  it  will  slip  into  a  deep  crisis  for 
ars  and  years,"  warns  Kurt  Kasch, 
ad  of  Deutsche  Bank  in  Berlin. 
Even  though  the  Germans  have  failed 
achieve  a  smooth  and  rapid  unifica- 
n,  they  have  no  choice  but  to  plod 
.  Bonn  is  replacing  eastern  Gennany's 
:repit  economy  wire  by  wire,  brick 
brick.  Cranes  arc  over  every  town- 
ipe.  Digital  telephone  switches— $16.5 
lion  in  investment  to  date— have  wired 
5  east  for  modern  communications, 
1  autobaJins  are  being  upgraded  for 
;  first  time  since  the  1930s.  Industrial 
es  polluted  by  years  of  toxic-waste 

H  mping  are  being  scoured,  and  new 

|l  ter-  and  waste-treatment  plants  built. 
Such  infrastructure  is  needed,  but  so 
!iard-core  manufacturing.  Some  world- 
ss  factories  have  sprang  up,  most  not- 
!y  Adam  Opel's  superefficient  auto 


plant  in  Eisenach.  It's  no 
accident  that  Opel's  Eisen- 
ach plant  is  in  Thuringia. 
That  southern  state,  along 
with  Saxony,  has  thousands 
of  well-trained  engineers 
and  scientists.  Saxon  Prime 
Minister  Kurt  Biedenkopf 
wants  to  draw  on  this 
brain  power  to  promote  research  and 
development  projects  and  technological- 
ly sophisticated  manufacturing. 

Despite  such  prospects,  the  output  of 
all  eastern  German  companies  still  bare- 
ly matches  that  of  Daimler  Benz.  Ti-ue, 
after  plunging  50%  from  1989  to  1991, 
eastern  Germany's  economy  turned  up 
9.7%  in  1992  and  will  likely  maintain  a 
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7%  to  8%  growth  rate  in 
coming  years.  But  at  that 
rate  it  will  still  take  until 
the  turn  of  the  century  to 
achieve  1989  levels  of  gross 
national  product.  Industrial 
production,  which  account- 
ed for  60%  of  the  economy 
under  communism,  has 
plunged  to  15%. 

Meanwhile,  two-thirds  of  the  public 
funds  pumped  into  eastern  Gennany  still 
go  to  support  otherwise  unemployable 
workers.  "The  key  point  is  that  too 
much  is  going  into  supporting  consump- 
tion and  not  enough  into  investment," 
says  Bundesbank  President  Hans  Tiet- 
meyer.  Union  leaders'  drive  to  bring 
wages  up  to  western  levels  by  1996  is 
crippling  fledgling  eastern  enterprises. 
As  a  result,  most  newly  privatized  com- 
panies stay  alive  by  shedding  as  much 
as  90%  of  their  original  work  force. 
While  official  unemployment  is  15%,  sub- 
sidized short-time  and  make-work  pro- 
.grams  boost  that  to  35%— and  over  50% 
in  many  areas. 

Deterred  by  these  rising  labor  costs 
in  eastern  Germany,  many  western  in- 
vestors are  opting  instead  for  Poland, 
Hungary,  or  the  Czech  Republic,  where 
wages  are  one-tenth  to  one-twentieth  of 
eastern  German  rates.  Along  eastern 
Germany's  depressed  border,  such  Czech 
towns  as  Carlsbad  and  Teplice  are  at- 
tracting millions  in  fresh  capital.  Even 
companies  in  eastern  Germany  are  mov- 
ing production.  Freiberger  Precisions 
Mechanik,  a  $4.8  million  maker  of  con- 
struction survey  equipment  in  Freiberg, 
has  transferred  25%  of  production  to 
Slovakia  and  Russia. 

The  privatization  of  former  state  com- 
panies was  supposed  to  create  a  new 
class  of  capitalists  in  the  east.  The  Treu- 
handanstalt,  the  state  holding  company 
charged  with  selling  off  the  old  commu- 
nist combines,  already  has  privatized  or 
licjuidated  over  13,000  companies  and 
will  wrap  up  its  business  in  March.  But 
now,  with  the  deals  done,  it  seems  many 
buyers  had  no  intention  of  rebuilding 
the  east.  Instead,  they  bought  the  com- 
panies only  for  the  real  estate,  or  to 
shut  out  a  potential  competitor,  or 
worse,  to  strip  the  assets  and  run. 
ALIENATION  EFFECT.  With  recession  bit- 
ing, hundreds  of  new  owners  who  prom- 
ised to  safeguard  jobs  are  begging  the 
Ti-euhand  to  renegotiate  their  deals. 
That's  what's  happening  in  Premnitz,  a 
gray,  dreary  town  of  12,000  about  60 
miles  west  of  Berlin,  dominated  by 
Markische  Faser.  The  sprawling  chemical 
company  once  employed  7,200  people, 
but  the  work  force  has  shrunk  to  1,200 
as  the  company  struggles  to  turn  a  prof- 
it and  boost  productivity.  The  pain  is 
not  over.  Swiss  chemicals  company  Alcor 
Chemie  bought  Markische  Faser  on  the 
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assumption  it  could  sell  its 
products  to  Russia.  Now  that 
this  market  has  collapsed,  Alcor 
is  battling  with  the  Treuhand  to 
get  out  of  the  deal  and  its  $36 
million  in  i)romised  investment. 

The  collective  trauma  en- 
dured by  such  towns  as  Prem- 
nitz  is  solidifying  a  psychologi- 
cal wall  between  east  and  west 
that  could  take  a  generation 
to  come  down.  Easterner  Rose- 
marie  Sagner,  sipping  a  glass 
of  rose  and  listening  to  Louis 
Armstrong  in  the  trendy  east 
Berlin  bar  1900,  appears  to 
have  smoothly  made  the  tran- 
sition from  selling  computers 
in  the  east  to  advising  westerners  on 
how  to  crack  her  home  market.  Even 
so,  "I  don't  feel  comfortable  in  the 
west,"  she  confesses.  "Maybe  our  chil- 
dren will  be  equals." 

But  it's  also  tnie  that  many  in  eastern 
Germany  cling  to  the  delusion  that  the 
state  should  always  attend  to  their 
needs.  "There's  an  unbelievable  mental 
blockage  among  people  who've  been  ex- 
posed to  communism  for  40  years,  some- 
thing we  are  not  able  to  change,"  says 
Deutsche  Bank  Chief  Executive  Hilmar 
Kopper.  Brake-components  maker  TTN, 
located  south  of  Chemnitz,  couldn't  per- 
suade 12  laid-off  employees  to  return  to 
work  because  they  would  rather  collect 
unemployment  checks. 
LIFTING  OFF.  But  on  the  other  side  of 
the  psychological  divide,  disappointment 
in  broken  promises  is  rekindling  a  sense 
of  pride  in  being  eastern. 
"Now  we're  looking  back  to 
see  what  was  good,"  says  east 
Berliner  Christa  Kotre,  work- 
ing half-time  as  a  lab  techni- 
cian after  losing  her  job.  Many 
feel  betrayed  that  the  west 
simply  rushed  in  to  make 
quick  profits.  "The  greatest 
mistake  was  that  we  didn't  or- 
ganize a  real  unification," 
grumbles  Dietrich  Papsch,  a 
beefy  ic,  Metall  union  leadei- 
near  Berlin.  "We  were  simply 
annexed." 

This  resentment  is  stoking 
a  revival  of  the  far  right.  Ger- 
many's 1.6  million  Turks  and 
other  Ausldrider  are  being 
blamed  for  taking  jobs  from 
"real"  Germans.  "This  influx 
of  foreigners  must  be 
stopped,"  says  Werner  Miiller, 
head  of  the  right-wing  Repub- 
lican Party  in  Berlin,  which 
got  9%  of  the  vote  in  recent 
local  elections. 

Although  social  tensions 
thicken  the  gloom  over  unifica- 


tion, isolated  bright  spots  show  eastern 
Germany  does  have  the  potential  to 
eventually  pick  itself  up.  Some  home- 
grown entrepreneurs  are  succeeding. 
Uwe  Bohme,  founder  of  Saxonia  Air- 
lines, has  19  employees  and  four  light 
planes  with  regular  passenger  service 
to  foiu"  airports.  Startup  Saxonia  now 
has  sales  of  $2  million  and  is  already 
profitable.  To  cut  costs,  Bohme's  mother 
washes  the  linens. 

New  sectors  like  environmental  tech- 
nology are  also  making  headway.  East 
German  Eberhard  Giinther,  chief  of  re- 
frigerator maker  Foron,  has  designed  a 
cooling  system  that  eliminates  fluoro- 
carbons.  His  invention  has  won  the  back- 
ing of  Greenpeace  and  an  immediate 
customer  base  in  international  markets. 

Germans  need  to  hear  such  success 
stories  as  they  struggle  with  a  reces- 


WHY  UNiriCATION  IS  STALLING 

TRANSFER 
PAYMENTS 

Too  much  of  the  $120  billion  that 
Bonn  is  transferring  each  year  goes  for 
welfare  and  jobless  benefits  and  other- 
forms  of  consumption,  rather  than 
investment. 

WAGES 

\ 

The  push  to  bring  wages  up  to  western 
standards  is  going  too  fast,  encouraging 
companies  to  move  to  cheaper  Czech 
\  Republic  or  Poland.  Result:  Unemployment 
near  50%  in  some  areas. 

COMPETITIVE  The  east's  traditional  markets  in  former 
CROSSFIRE      Soviet  bloc  have  collapsed.  At  the  same 
time,  eastern  industries  are  exposed  to 
blistering  competition  from  Western 
Europe. 

ENTERPRISE 

After  40  years  of  belonging  to  a  state-run 
system,  most  easterners  have  not  devel- 
oped the  entrepreneurial  drive  that  the  • 
west  expected. 

DONOR 
FATIGUE 

West  Germans  are  increasingly  resentful 
about  having  to  suffer  highei^  taxes  and 
stiff  interest  rates  to  prop  up  what  they  see 
as  an  inefficient  east. 

sion  that's  forcing  wrenchi 
change  even  in  the  west.  Aft 
half  a  century  of  smug  prosp^ 
ity,  western  Germany  now  st 
its  competitiveness  in  such  k 
industries  as  autos  and  electn 
ics  eroding  because  rivals 
Asia  and  the  U.  S.  have  boost 
quality  and  cut  costs  while  G 
many  stood  still.  Yet  with  t 
highest  labor  costs  and  short( 
working  hours  in  the  world,  i 
ions  still  are  blocking  any  i\ 
back  in  wages  and  benefits.  B 
change  is  unavoidable.  On 
proud  giants  such  as  Daiml 
and  Volkswagen  are  n( 
scrambling  to  slash  jobs,  free 
wages,  and  tran.sfer  production  to  low( 
cost  nations. 

"MORE  PAROCHIAL."  In  this  gloomy  i 
mosphere.  Kohl  and  his  Christian  Den 
cratic  Union  face  19  federal,  state,  and 
cal  elections  in  1994.  And  the  electorat( 
mood  this  time  around  is  restless  a 
angry.  "Vote  for  Kohl?"  scoffs  Chris 
Kotre's  unemployed  husband  Bernd,  ^ 
"He  was  more  sympathetic  to  us  whi 
we  were  divided."  For  now,  the  oppo 
tion  Social  Democrats  are  weak.  B 
enough  protest  votes  channeled  to  t 
ex-communist  PDS  party,  which  polls  nc 
give  14%,  could  force  the  CDU  into  a  ( 
alition.  That  could  leave  Kohl  to  retire 
ignominy  and  watch  as  a  new  leader  fi 
ishes  the  job  he  started. 

Can  the  job  of  reunification  be  fi 
ished?  Politically,  there's  no  way  to  um 
the  achievements  of  1989  and  1990.  Y 
welding  east  and  west  into 
common  Volk  will  probab 
consume  Germany's  attentii 
into  the  next  century  and  e 
up  l)illions  more  in  publ 
funds. 

The  implications  of  th 
struggle  are  enormous.  "V 
thought  that  post-unificatio 
Germany  would  be  more  r 
laxed  and  outward  looking 
says  parliament  member  Ha: 
Klein.  "But  we  are  more  par 
chial  than  ever  before."  Th 
means  European  unity  and 
l)igger  global  role  for  th 
powerhouse  economy  will  tal 
second  place  to  the  politic; 
economic,  and  social  dran 
unfolding  internally.  Germai 
is  united.  But  for  its  sake  ai 
Europe's,  it  now  must  1 
made  whole. 

By   Gail   E.  Schares 
Frankfurt  an  der  Oder  ai 
Karen  Lowry  Miller  in  Drt 
den,  with  Deborah  Wise 
Premnitz  and  William  J.  Hi 
stein  in  Berlin 
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ANCE  TELECOM:  A  DEUTSCHE  TELEKOM  DEAL  MAY  INCLUDE  AT&T  BUT  FACES  EC  LEGAL  HURDLES 


i  COUNTERCOUP 
N  TELECOM 


ow  taking  shape:  A  European  supercarrier  to  rival  BT-MCI 


rhe  news  last  June  hit  Paris  and 
Bonn  like  a  thunderbolt.  For  years 
the  world's  biggest  phone  compa- 
es  had  been  cozying  up  to  one  another, 
at  the  landmark  joint  venture  by  Brit- 
1  Telecommunications  PLC  and  MCI 
)mmunications  Corp.  to  capture  multi- 
itional  corporate  customers  seemed 
;e  the  coup  de  grace  for  France  Tele- 
m  and  Deutsche  Bundespost  Telekom, 
le  two  companies,  after  18  months  of 
igotiations,  thought  they  had  MCI  lined 
)  as  the  critical  U.  S.  partner  for  their 
vn  fledgling  global  venture.  But  the  BT 
id  MCI  deal  suddenly  sent  their  plan  up 
smoke. 

Or  did  it?  Sources  close  to  the  German 
id  French  companies  tell  business 
EEK  that  they  are  negotiating  an 
idacious  plan  that  could  reorder 
impetition  in  the  global  telecom- 
unications  market.  If  the  pact 
imes  off,  possibly  by  yearend,  the 
ontinent's  first-  and  third-largest 
lone  companies  would  merge  a 
jmber  of  their  businesses  into  a 
uropean  supercarrier  targeting 
asiness  well  beyond  the  top  800 
)rporate  clients  of  their  original 
an  with  MCI. 

IG  THREE.  What's  more,  the  scenar- 
could  pull  in  American  Telephone 
Telegraph  Co.  as  a  third  partner, 
eparately,  the  companies  are  now 
le  top  three  players  in  international 
•affic  (table).  Together,  their  global 
?ach — totaling  cross-border  reve- 
aes  of  $15  billion — would  extend 
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farther  than  the  next  eight-largest  carri- 
ers combined.  "They're  negotiating  a 
very  big,  secret  deal,"  confirms  a  France 
Telecom  director. 

Already  France  Telecom  Chairman 
Marcel  Roulet  and  Deutsche  Telekom 
Chairman  Helmut  Ricke  have  broached 
the  plan  with  European  Commission 
President  Jacques  Delors  to  make  sure 
it  won't  run  afoul  of  EC  competition  law, 
says  a  Brussels  official  close  to  the 
talks.  "My  strong  impression  is  that  the 
French  and  the  Germans  are  trying  to 
sew  up  the  market  first,  then  get  in  bed 
with  AT&T,"  he  adds.  Both  telecom  chair- 
men declined  to  comment. 

No  one  is  surprised  that  the  state- 
owned  French  and  German  companies 
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are  drawing  closer  together,  given  the 
pressure  from  the  BT-MCI  deal  and  other 
liberalizing  trends,  especially  the 
scheduled  opening  of  mainstay  voice  ser- 
vices in  1998.  For  starters,  the  two  Euro- 
pean carriers  might  merge  their  data 
services  operations.  Other  businesses, 
such  as  credit  cards  and  leased  lines  that 
are  used  in  building  private  networks, 
could  also  be  combined.  More  important, 
the  two  could  join  forces  to  build  Eu- 
rope's first  advanced  multimedia  net- 
work to  carry  data  and,  later,  voice 
traffic. 

The  French  and  Germans  also  have 
intensified  negotiations  with  .AT&T  about 
linking  their  international  networks. 
Since  last  summer,  AT&T  has  been 
searching  for  one  or  two  European  part- 
ners to  join  its  global  corporate  service 
called  WorldSource.  Now,  while  AT&T 
wouldn't  invest  directly  in  national  carri- 
ers, it  "might  well  take  an  equal  equity 
participation  in  a  new  alliance"  of  the 
sort  France  Telecom  and  Deutsche  Tele- 
kom are  cooking  up,  says  AT&T  Vice- 
President  Burt  Wolder. 
"INCONCEIVABLE."  But  obstacles  remain. 
The  Europeans  fear  they  could  lose 
more  by  handing  over  their  big  corpo- 
rate clients  to  AT&T  than  they  would 
gain  in  access  to  at&t's  U.  S.  accounts. 
"AT&T  is  demanding  more  than  we  can 
give,"  says  one  French  insider.  In  the 
end,  the  deal  may  hinge  on  how  much 
damage  the  French  and  German  carriers 
think  raiders  like  BT  can  inflict.  Already, 
sources  say,  BT-MCI  has  offered  dis- 
counts of  up  to  30'/'  to  many  of  their 
corporate  clients. 

Meanwhile,  regulators  in  Brussels  will 
have  to  weigh  in.  Ec  officials  said  last 
June,  when  setting  the  1998  date  for 
opening  competition  to  foreigners,  that 
they  would  look  favorably  on  European 
cooperation.  But  any  merger  plan  must 
pass  several  tests  under  EC  law,  includ- 
ing proving  it  would  not  "enhance  a 
dominant  position"  in  any  important  EC 
market.  Given  the  size  of  Deutsche  Tele- 
kom and  France  Telecom,  "they're 
facing  an  uphill  battle,"  says  a  Brus- 
sels competition  attorney.  BT,  for 
one,  would  fight  such  a  deal  tooth 
and  nail.  Says  a  BT  spokesman:  "It's 
inconceivable." 

But  regulators  may  have  a  few 
cards  to  play.  "Brussels  could  ask 
[France  and  Germany]  to  open  their 
domestic  voice  markets  to  competi- 
tion before  1998  as  a  quid  pro  quo," 
says  Audrey  Mandela,  international 
vice-president  for  Yankee  Group,  a 
Boston  market  researcher.  Such  a 
step  could  even  quicken  the  pace  of 
liberalization.  If  so,  Europe  would 
see  all-out  war  in  telecommunica- 
tions long  before  anyone  imagined. 

By  Jonathan  B.  Levine  in  Paris, 
icith  bureau  reports 
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ASIA  I 


THIS  ISN'T  YOUR  USUAL 
CLINTON  GABFEST 


The  laid-back  APEC  meeting  signals  a  new  U.S.  focus  on  Asia 


The  setting  is  vintage  Bill  Clinton. 
On  Nov.  20,  the  President  and  the 
leaders  of  14  Pacific  Rim  econo- 
mies will  gather  in  a  rustic  lodge  on 
Puget  Sound's  tiny  Blake  Island  not  far 
from  Seattle  to  ponder  their  joint  desti- 
ny. No  suits  or  conference  tables  al- 
lowed. Instead,  the  host  plans  for  every- 
one to  relax  in  easy  chairs  to  let  the 
conversation  flow  and  ideas  bubble  up. 

It  would  be  easy  to  dismiss  this  global 
gabfest — the  first  Asia-Pacific  Economic 
Cooperation  (.XPECi  meeting  attended  by 
heads  of  government — as  just  another 
Clinton  policy  forum.  But  the  conclave 
signals  a  major  shift  in  how  the  U.  S. 
views  itself  in  a  new  world:  Eu- 
rope was  the  focus  of  U.  S.  policy 
in  the  20th  century,  but  Asia  will 
increasingly  dominate  in  the 
21st.  "Asia  is  probably  going  to 
be  the  most  dynamic  part  of  the 
world  in  the  decades  ahead,  and 
we  want  to  be  there,"  says  Na- 
tional Economic  Council  Director 
Robert  E.  Rul)in. 

The  timing  of  the  APEC  meet- 
ing couldn't  be  more  delicate.  It 
comes  on  the  heels  of  the  vote  on 
the  North  American  Free  Trade 
Agreement  on  Nov. 
17.  If  Congress  spikes 
NAFTA,  Clinton's 
grand  hopes  foi-  the 
Asian  confab  could 
colla|)se  in  its  wake. 

That  would  spell  di- 
saster, since  future 
prosperity  depends 
more  on  expanding 
trade  with  the  boom- 
ing economies  of  Asia 
than  on  preserving 
links  to  sluggish  Eu- 
rope. "We  must  get 
actively  involved  in 
Asia,"  says  Jerry  R. 
Junkins,  chairman  and 
CEO  of  Texas  Instru- 
ments Inc.  "We  really  have  no  choice.  If 
we  don't,  we'll  lose  competitive  position 
to  those  countries  that  do."  Indeed, 
APEC — whose  Asian  members  include 
China,  Japan,  the  Four  Tigers,  and  the 
members  of  the  Association  of  South- 
east Asian  Nations  (ASEAN) — already  has 
a  combined  gross  domestic  product  of 
$14  trillion,  nearly  equal  to  the  $15.7  tril- 


lion CDP  of  the  Group  of  Seven.  By  2000, 
APEC  will  be  larger  than  the  G-7  and  will 
dominate  U.  S.  trade.  According  to  DRI/ 
McGraw-Hill,  407'  of  U.  S.  foreign  com- 
merce will  by  then  be  with  Asian-Pacific 
nations,  twice  that  with  Europe. 

Clinton  wants  to  ensure  that  U.  S. 
companies  have  easier  entree  into  those 
markets  than  they  do  now.  His  goal  is  to 
come  away  with  a  commitment  to  devel- 
op a  blueprint  for  achieving  an  open 
market  within  a  decade.  APEC  foreign 
ministers  plan  to  meet  for  two  days  in 
advance  of  their  leaders  to  move  in  that 
direction.  They  will  ratify  proposals  for 
common  standards  and  regulations  in 


What's  more,  Washington  will  have 
shift  its  trade  approach  if  it  hopes  to  \^ 
concessions.  As  the  economic  clout 
the  region  grows,  U.  S.  influence  coi 
wane.  Trade  experts  worry  that  the  ti 
ditional  U.  S.  strategy  of  unilaterally  ( 
manding  open  markets  and  threaten! 
sanctions  may  lose  its  sting  as  the 
countries  become  economically  indep( 
dent.  However,  the  U.  S.  still  acts  as 
guarantor  of  the  region's  security.  T] 
role  will  have  increasing  allure  as  jitt( 
about  possible  regional  conflicts  gro 
Indeed,  even  as  the  demise  of  the  Sov 
Union  has  eased  fears  of  a  nucl 
showdown  in  Europe,  anxieties  a 
mounting  in  Asia  over  North  Kore; 
effort  to  develop  nuclear  bombs.  Mo 
over,  Washington  is  becoming  more  w( 
ried  about  the  potential  military  clout 
China  as  it  blossoms  into  an  econon 
superpower. 

But  Clinton  has  to  balance  stratej 
concerns  against  growing  pressure  fn 
such  companies  as  American  Telepho 
&  Telegraph  Co.  iml  Hoeing  Co.,  whi 
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such  industries  as 
telecommunications, 
tourism,  and  aviation. 
But  as  persuasive  as 
Clinton  can  be,  no  one 
expects  the  15  apec 
members  to  reach  a 
consensus  quickly. 
One  rump  APEC  group 
led  by  Malaysian 
Prime  Minister  Mahathir  Mohamad 
fears  U.  S.  domination  over  Asia  and 
would  prefer  an  all-Asian  trade  caucus 
that  excludes  the  U.  S.,  Canada,  Austra- 
lia, and  New  Zealand.  Mahathir  is  likely 
to  boycott  the  Seattle  summit.  And  be- 
neath the  expected  bonhomie  at  the  con- 
ference, Tokyo  and  Washington  are  vy- 
ing for  stakes  in  Asia. 


want  to  keep  relations  cordial  in 
world's  hottest  market.  China  is  expe 
ed  to  sui^i.tlant  Japan  as  the  world's  h 
2  economy  within  the  decade. 

Clinton  clearly  has  an  ambitious  ag( 
da  for  the  APEC  meeting,  maybe  ev 
pie-in-the-sky.  But  for  all  his  foreign  p 
icy  miscues,  when  it  comes  to  confroi 
ing  economic  challenges,  Clinton  can 
single-minded  and  convincing.  Witnt 
his  performance  at  the  G-7  econon 
summit  in  Tokyo  last  July.  The  AP 
meeting  will  be  a  similar  opportunity  i 
Clinton.  But  this  time  the  guests  may 
a  tougher  sell,  and  the  stakes  for  t 
U.  S.  much  higher. 

By  Douglas  Harbrecht  and  Ow 
Ullmanji  in  Washington,  ivit/i  Dori  Jor 
Vang  in  Seattle  and  bureau  reports 
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If  You're  Tired  OfPayingM  Those  Brokers  Fees. 


10  Reasons  Why 
You  Should  Make 

The  Switch  To 
Fidelity  Brokerage 


Compare  Your  Broker  To  Fidelity  For 
Value,  Service  and  Choice 

Does  Your  Broker  Offer: 

Fidelity 
Brokerage 

Your 
Broker 

1 .   Low  Discount  Commissions 

✓ 

2.   Low  IVIargin  Rates 

✓ 

3.  NolRAFees^ 

✓ 

4.  No-Fee  Asset 

Management  Account 

5.  No  Postage  Fees 

6.   No  Handling  Fees 

✓ 

7.  No-Load  Fidelity  Funds 

✓ 

8.   Electronic  Trading  Discounts 

✓ 

9.   Hundreds  of  Leading 
Mutual  Funds 

✓ 

10.  24-Hour  Service 

✓ 

Score:  0-5:  It's  time  to  switch  from  your  full-cost  broker 
6-9:  It's  time  to  switcfi  to  a  better  discount  broker 
1 0:  You  already  invest  with  Fidelity 

The  Fidelity  Brokerage  Advantage: 
Better  Service  And  Lower  Costs 

Lower  trading  commissions  luX'  the  reiuson  most 
people  choose  a  discount  broker  in  the  first  place. 
But  todiiy,  more  aiid  more  investors  are  turning  to 
Fidelity'  because  of  all  the  "extra"  fees  so  miuiy  fiill- 
cost  brokers  lU'e  adding  on. 

At  Fidelity,  keeping  our  costs  down  means  we 
can  piLss  the  savings  idong  to  you.  So  you  can  get 
our  renowned  24-hour  sei'vice  cveiy  day  and 
fiLst,  accurate  trades  for  up  to  76%  less,'  and 
without  '.ill  the  hidden  fees. 

Invest  With  Your  Favorite 
Fund  Companies  Through 
Fidelity's  FundsNetworii® 

Fidelity  hiLs  joined  togetlier  with  many  of  die  nation  s 
best-known  fund  compiuiies  to  offer  investoi^s  die 
diversity  luid  convenience  diey  deniimd.  Now, 
dirougli  FundsNetwork, "  Fidelity  idlows  you  to  invest 
in  a  wide  lUTay  of  mutuid  funds  idl  aviulal)le  in  one 
place,  with  no  commissions,  no  loads  and  no 
transaction  fees.'  Cidl  todiy  for  a  free  coi)y  of  die 
FundsNetwork  Performance  Directory, 
including  a  list  of  aviulable  fiinds. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-^^^^ 


Fidelity 


Inuesimenis 

Discount  Brokerage 


'The  $21)  annual  IRA  mainlenanci'  fee  will  he  waived  if  one  or  more  hdelin  mutual  fund  positions  held  in  the  1R\  lia,s  a  balance  of  SS.OOO  or  more  at  the  time  of  the  IR\  UKiintenance 
fee  bilhnt;  or  if  you  make  two  or  more  trades  in  one  retirement  account  in  yoiu'  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  For  l')93,  the  wiiiver  is  b;tsed  on 
trades  from  1  I/I A)2  through  1(I/.^1A),V  For  I9')4  fees,  the  w;uver  is  ba.sed  on  trades  from  1 1/1  A)3  through  ll)/,'^IA)4,  The  w;uver  applies  to  any  two  trades  made  in  retirement 
accounts  in  your  name.  Trades  in  nuitiud  funds  and  limited  partnerships  are  excluded.  You  must  have  a  Fidelir\  prototype  plan  with  an  I'DIC  insured  custodian/trustee  to  (jtialify. 
'7h%  savings  ba.sed  on  an  ,'\pril  1 W.^  survey  of  hill-cost  brokers.  Minimum  commission  $,W  There  may  be  fees  for  special  services  For  more  complete  information,  including 
management  lees  and  expenses,  call  for  free  pros|)ectuses.  Read  them  carefully  before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  hinds  available  with  no 
transaction  fees  and  reinstate  the  lees  on  any  hinds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-temi  redemptions  (sides  of  shares  held  less 
than  ')0  days)  on  no-tran,saction  lee  hinds  in  a  six  month  period.  If  you  purchase  a  no-load  fund  ;uid  pay  a  transaction  fee,  you  will  be  obligated  to  pav  a  transaction  lee  upon  its  sale. 
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MOSOKAWA  IS  POPULAR 
-BUT  CAN  HE  DELIVER? 


hen  shadow  shogiin  Ichiro  Ozawa  installed  Morihi- 
ro  Hosokawa,  head  of  the  Japan  New  Party,  as 
Prime  Minister  last  August,  analysts  dismissed 
losokawa  as  a  lightweight  who  wouldn't  be  able  to  hold  his 
•actious  seven-party  coalition  together  for  long. 

So  much  for  political  punditry.  Despite  Japan's  persistent 
conomic  woes,  Hosokawa  now  enjoys  a  recoi'd  73.4%  ap- 
roval  rating,  according  to  a  recent  poll.  "Hosokawa  has  an  ab- 
tract,  mysterious  power  to  attract  people,"  says  Takao  Tosh- 
cawa,  editor  of  the  political  newsletter  Tokyo  Insideline.  But 
lot  of  the  ambitious  reformer's  appeal  can  be  chalked  wyt  to 
is  fresh,  open  style— a  far  cry  from  the 
)ng  string  of  Liberal  Democratic  Party 
"rime  Ministers. 

The. question  remains,  however,  wheth- 
r  Hosokawa  cai!  parlay  his  popularity 
ito  effectiveness  in  parliament  and  influ- 
nce  over  the  powerful  bureauci'acy.  He's 
bout  to  find  out.  Between  now  and  mid- 
)ecember,  Hosokawa  faces  big  tests,  in- 
luding  a  crunch  on  political  reform  and 
attles  over  the  rice  market,  an  income- 
ax  cut,  and  next  year's  budget.  "The 
'  ext  few  weeks  will  be  the  most  decisive 
1  Japan's  postwar  history,"  says  Interna- 
!onal  Trade  &  Industry  Minister  Hiroshi 
[umagai. 

r  ARVE-UP.  Political  reform  is  the  top  pri- 


THE  PRIME  MINISTER  GUNS  FOR  REFORM 


rity.  Hosokawa  has  all  but  said  he'll  resign  if  he  can't  bring  it 
ff  by  yearend.  He's  aiming  for  a  complete  remake  of  Jai^an's 
lectoral  system.  He  wants  to  carve  those  curr'ent  constituen- 
ies  that  elect  two  to  five  lower-house  representatives  into 
mailer,  single-seat  districts.  He  also  wants  to  introduce  a 
roportional-representation  system  that  allots  half  of  the 
)iet's  seats  according  to  each  party's  national  showing.  The 
lea  is  to  curb  the  power  of  corruption-prone  local  organiza- 
ions  and  encourage  clean,  issues-oriented  politicians. 
Public  support  for  such  change  is  so  strong  that  few  politi- 


cians can  afford  to  oppose  it.  "We  can't  insist  on  preserving 
the  existing  system  just  so  we  can  regain  power,"  says  Liber- 
al Democratic  Party  strongman  Hiroshi  Mitsuzuka.  Still,  the 
now  minoi-ity  LDF  is  lobbying  hard  for  more  Diet  meml)ers  to 
be  elected  locally,  because  of  its  strong  grass-roots  organiza- 
tions. On  the  other  hand,  the  Japan  Socialist  Party,  the  Hos- 
okawa government's  largest  member,  wants  an  even  bigger 
slice  of  the  seats  to  be  decided  on  a  national  basis. 
KING  RICE.  In  the  eventual  compromise,  Hosokawa  and  his  pa- 
tron Ozawa  probably  won't  get  all  the  political  reforms  they 
want.  But  handicappers  say  the  two  leaders  can  prol^ably 
squeeze  enough  out  of  the  current  Diet 
by  yearend  to  satisfy  public  opinion. 

Rice  is  probably  a  more  intractable 
issue.  Hosokawa  is  under  enormous 
international  pressure  to  open— at  least 
riartly- Japan's  rice  market  to  help  end 
the  prolonged  agony  of  the  Uruguay 
liounrl  of  the  General  Agi'eement  on  Tar- 
iffs &  Ti'ade.  While  he  is  publicly  holding 
out,  signs  are  that  he  will  soon  cut  a 
deal.  But  any  lil^eralization  is  bound  to 
enrage  the  huge  numl^ers  of  Japanese 
who  hold  Japan's  rice  culture  sacred. 

Surprisingly,  the  emotion-charged  is- 
sues of  political  reform  and  rice  are 
much  more  important  to  Japanese  voters 
than  getting  the  parliament  to  enact  an 


economy-boosting  tax  cut  and  an  expansionary  ijudget.  Unfor- 
tunately, that  means  Hosokawa  can  afford  to  defer  to  the 
bureaucrats  who  want  to  keep  stimulus  packages  modest— 
probably  killing  chances  for  a  recovei'y  soon. 

As  long  as  he  handles  rice  and  political  reform  competent- 
ly, he  is  pi'oiiably  safe  until  next  fall.  That's  when  electoral  re- 
form is  scheduled  to  l)e  implemented  and  when  he'll  likely  call 
new  elections.  Then,  he'll  find  out  whether  his  ideas  have 
really  improved  the  system. 

Bfl  Robert  Neff  hi  Tokyo 


HOBALWRAPUPI 


JAPAN  AND  NAFTA 


President  Bill  Clinton  has  been  tell- 
ing Americans  that  if  Congress 
does  not  sign  off  on  the  North  Ameri- 
can Free  Trade  Agreement,  Japanese 
investors  will  rush  into  Mexico  and 
use  it  as  a  low-cost  manufacturing  base 
to  compete  with  U.  S.  industries.  This 
may  be  an  attention-grabbing  argu- 
ment, but  it  doesn't  wash. 

The  fact  is  that  Mexico  makes  Japa- 
nese companies  nervous.  Japanese 
manufacturers  are  turned  off  by  Mexi- 
co's still  iffy  infrastructure  and  its 
sometimes  low  productivity.  Japanese 
banks  were  badly  stung  by  Mexico's 
economic  crisis  in  the  1980s:  They  had 


to  write  off  $4.3  billion  in  loans.  There 
is  now  plenty  of  opportunity  for  Japa- 
nese companies  to  invest  in  Mexico  to 
serve  the  U.  S.  market,  but  so  far  their 
total  outlay  comes  to  only  $L68  bil- 
lion, or  4.1%  of  total  foreign  invest- 
ment. The  numbers  for  American  com- 
panies are  $25.4  billion  and  62.5%. 

Many  observers  think  that  a  NAFTA 
seal  of  approval  would  actually  make 
the  Japanese  more  comfortable  about 
investing  in  Mexico.  For  one  thing,  it 
would  reassure  them  that  Mexico's 
hard-fought  economic  reforms  will  con- 
tinue when  President  Carlos  Salinas 
de  Gortari  leaves  office  next  yeai\  "Oui* 
companies  tend  to  invest  in  places 
where  the  rules  of  the  game  are  clear 


and  enforceable,"  says  a  Japanese  dip- 
lomat. "NAFTA  would  help  accomplish 
that." 

But  for  the  few  Japanese  companies 
that  have  invested  serious  yen  in  Mex- 
ico, the  trade  agreement  will  be  a  dou- 
ble-edged sword.  To  boost  the  local 
content  of  their  products  so  that  they 
can  market  them  throughout  North 
America,  they  will  have  to  either  in- 
vest more  in  Mexico  or  buy  more  U.  S. 
and  Canadian  components.  For  in- 
stance, under  NAFTA  Nissan's  Mexican 
operation  would  have  to  boost  its  re- 
gional content— currently  around  40%— 
to  62.5%,  in  order  to  export  vehicles 
duty-free  to  the  U.  S.  and  Canada. 

By  Geri  Smith  in  Mexico  City 
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nformation  Processin 


COMPUTER  SERVICES  I 


CAN  EDS 
SHED  ITS  SKIN? 


Customers  now  want  more  reengineering  and  less  outsourcing 


Will  success  ^poil  Electronic- 
Data  Systems  Corp.?  After 
years  of  seeinj^  its  "base  busi- 
ness"—revenue  that  does  not  come  from 
doing  computer  work  for  parent  Gener- 
al Motors  Corp.— itfrow  by  ^5%  annually. 
EDS  has  seen  ^owth  of  non-c.M  business 
drop  to  7%.  It's  the  worst  performance 
since  GM  acquired  EDS  in  1984.  But  it"s 
not  bad  enough  for  Gary  J.  Fernandes. 
senior  vice-president  at  the  comi)uter- 
ser vices  giant.  Fernandes"  prol)lem?  By 
yearend.  gi'owlh  will  be  back  to  double 
digits,  and  ED.s  executives  and  employ- 
ees might  not  recognize  what  Fernandes 
sees  as  an  urgent  need  to  update  EDs" 
strategy-.  "We  need  to  change  attitudes." 
he  says.  "In  a  way.  [IBM  CE(i  Louis  \".] 
Gerstners  task  is  easier  because  they 
know  if  they  don't  change,  they  die." 

EDS.  on  the  other  hand,  could  go  on 
for  years  without  suffering  IBM-style 
traumas.  But.  just  as  new  technology 
and  new  ways  of  using  computers  began 
overtaking  IBM's  !)read-and-butter  main- 
frame business  in  the  1980s.  Fernandes 
sees  the  seeds  of  a  slowdown  in  EDs' 
core  business.  Tofiay  that  business, 
called  outsourcing,  is  already  suffering 
margin  pressures  as  new  competitors— 
notaljly  IBM's  Integrated  Systems  Solu- 
tions Corp.  (issc  i— try  to  gi'ab  market 
share  with  Ifjwball  pricing. 

More  important,  the  basic  Imsiness  is 
changing.  EDs  prospered  in  the  past 
decade  l)y  outsourcing  the  data-process- 
ing operations  of  clients  such  as  Conti- 
nental Airlines  Inc.— taking  over  or  buy- 
ing their  computer  centers  and  then 
selling  data-pi'(x-essing  ser\ices  back  to  p- 
ically for  a  flat  lee  over  a  fixed  period. 
The  first  big  change  is  the  mo\e  from 
mainframes  to  new  "platforms"  includ- 
ing networks  of  personal  computers. 
With  that  shift,  there's  less  demand  for 
EDs"  core  talent:  pro\iding  lots  of  soft- 
ware engineers  and  technicians  to  write 
programs  fi-om  scratch  and  keep  them 
running  in  giant  data  centers.  In  the 
new  networks,  it's  often  possil;le  now 
to  build  applici'tions  by  stitching  togeth- 
er off-the-sheit  software  packages. 
Sfi  customei-s  ;;i'e  looking  for  some- 


thing different  from  companies  such  as 
EDS.  Instead  of  simply  cutting  costs  by 
outsourcing,  some  corporations  want 
computer-services  companies  also  to  act 
as  management  consultants  to  help  "re- 
engineer"  key  business  processes.  That's 
an  area  where  companies  such  as  Con.- 
puter  Sciences  Corp.  (through  its 
Index  subsidiary!  and  Ander.sen  Con- 
sulting have  estal)lished  strengths— and 
where  EDS  must  invest  hea\ily.  Long- 
term,  such  consulting  work  will  be  key 
for  EDS:  Fernandes  estimates  that  for 
e\"ery  dollar  of  consulting  work,  the  com- 
pany will  get  S7  to  S8  worth  of  sy.- 
tems-integi-ation  work  downstream. 
MEGACONTRACTS.  Before  then,  Fernandes 
acknowledges,  68.5  billion  EDS  may  be  in 
for  a  rocky  transition.  It  must  plow  mon- 
ey into  consulting  and  beef  up  its  skills 
in  creating  what  he  calls  "future"  sys- 
tems. These  include  so-called  client-serv- 
er PC  networks  and  multimedia  systems 
merging  computers,  telecommunications, 
and  video.  CEo  Lester  M.  Alberthal  Jr. 
says  that  since  abortive  talks  with  Brit- 
ish Telecommunications  PLC  earlier  this 
year,  he  has  talked  with  \irtually  e\'ery 
telecommunications  company  about  stra- 
tegic alliances  for  the  information  super- 
highway. But  no  deal  apjiears  imminent. 
While  EDS  juggles  all  this,  it  must  con- 
tend with  declining  market  share  tchaiti. 

One  a\"enue  All^eithal  rules  out  is  sell- 
ing EDS  lock,  stock,  and  barrel.  "We've 
got  no  interest  in  trading  one  owner  for 
another  owner.  Tliat  does  not  preclude 
any  kinds  of  discussions  that  make  busi- 
ness sense  where  equity  might  be  part 
of  the  discussion." 

Near-term,  EDS  has  little  to  worry 
about.  It  has  signed  a  record  S4.3  billion 
worth  of  new  ljusiness  this  year,  and  it 
has  at  letist  SH  billion  worth  of  potential 
deals  in  the  pipeline.  And  analysts  ex- 
pect EDS  may  soon  land  one  or  two 
megacontracts  not  counted  in  that  fig- 
ure: a  S1..5  billion.  lU-year  deal  to  run 
computers  for  Britain's  Inland  Revenue 
Ser\'ice:  a  S2  billion  contract  with  British 
Aerospace:  and  a  multibillion-dollar  pact 
with  Lufthansa.  Winning  any  of  these 
deals  will  also  help  exjiand  EDS'  o\  erseas 
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business,  anotiiei'  key  <)l).)ecliv('.  And, 
predicts  Steijlien  McCleUan  ol'  Merrill 
Lynch  Capital  Markets,  earninj>s  will 
climb  15%,  to  $7;5()  million  this  year,  and 
will  jump  14%  in  1994. 

The  rosy  estimates  assume  that  KDS 
can  keep  a  step  ahead  of  an  increasingly 
af?<^ressive  pack.  "There's  competiticm 
like  they've  never  had  before,"  says  .Ju- 
lie A.  Schwartz,  associate  director  of 
professional  services  for  market  re- 
searcher Dataque.st  Inc.  esc,  which  harl 
stuck  to  the  federal  computer  market, 
has  now  branched  out  to  bid  against 
EDS  in  the  U.  S.  and  overseas.  And  II^M's 
ISSC  has  used  aggi"essive  bidding  to  gi-ab 
market  share.  "They've  underpriced," 
says  Morton  H.  Meyerson,  chief  execu- 
tive of  Perot  Systems  Corp.  and  one- 
time EDS  executive.  "It's  created  chojipy 
.seas  in  the  outsourcing  market." 

EDS  figures  IBM  can't  sustain  the 
price-cutting  for  long.  But  an  iss(; 
spokesman  says  the  company  has  no 
plans  to  alter  its  strategy.  In  the  mean- 
time, EDS  is  not  bidding  where  it  can't 
meet  its  profit  targets,  says  EDS  Chief 
Financial  Officer  Joseph  M.  Grant.  For 
instance,  EDS  backed  out  of  competing 
last  year  for  a  $3  billion,  10-year  out- 
sourcing contract  with  McDonnell  Doug- 
las Corp.  because  it  felt  the  deal  would 
provide  pretax  margins  of  only  7%-8%, 
well  Ijelow  EDs'  12%-to-13%  threshold. 

EDs'  selective  bidding  is  "a  prudent 
long-term  move,"  says  analyst  David  M. 
Togut  of  First  Boston  Corp.  "I!ut  in  the 


H.  MICHAEL  GLEASON  WAS  HIRED  TO  REV  UP 
CONSULTING.  SAYS  GLEASON:  "WE  WILL  BE  A  BIG  PLAYER 


.EDS  IS  WORKING  ON 
THESE  AREAS 


slashing  costs  to  be  more 
npetitive 

:xpanding  efforts  in  client- 
ver  setups 

iiring  more  consultants  for 
engineering" 

ieeking  deals  v/ith  telecom- 
nicotions  partners 

'ushing  for  more  overseas 
iiness 


near  term,  it  could  depress  I'evenue 
growth."  On  the  other  hand,  EDs  notes, 
the  low  bid  doesn't  always  win.  It  land- 
ed a  $1  billion  deal  with  Sweden's  Koop- 
erative  Forbundet,  a  union  of  business 
co-ops,  even  though  IBM  bid  lowei',  says 
Grant.  He  credits  the  "value"  EDS 
brought  to  the  table,  namely,  technical 
knowhow— the  value  of  which  helps  de- 
termine what  EDS  gets  paid. 
CATCH-UP.  Increasingly,  the  "value  added" 
will  1)0  in  business  reengineering— telling 
a  customer,  for  example,  how  to  revamp 
an  entire  warehouse  operation,  not  just 
the  computer  system.  To  l)uilfl  such  busi- 
ness, Alberthal  has  hired  H.  Michael 
Gleason,  former  managing  pai'tner  of 
Cooi)er-s  &  Lybrand's  Management  Con- 
sulting Services  Group.  Gleason,  52, 
won't  say  how  many  consultants  he  has 
recruited  oi'  what  his  revenue  tar-gets 
are.  (Fei-nandes  says  consulting  is  a  $100 
million  business  at  EDS,  growing  at  30% 
to  40%  annually.)  But  he  insists  EDS  will 
stand  out.  "That's  a  big  market,"  says 
Gleason.  "We  will  be  a  l)ig  player." 


The  other  area  where  EDS  must  catch 
up— in  perception  if  not  reality— is  in 
non-mainframe  technology.  Increasingly, 
client-server  setups,  in  which  desktop 
client  comt)uters  gi'ab  pi-ogramming  and 
data  fr'om  low-cost  "server"  machines, 
are  the  favored  information  systems. 
Gartner  Group  Inc.,  a  consulting  firm, 
estimates  that  commercial  client-server 
work  was  just  $70  million,  or  1%,  of 
EDs'  non-GM  revenue  last  year.  That 
compares  with  $119  million,  or  55%,  for 
Canada's  SHL  Systemhouse  Inc.  and  $435 
million,  or  15%,  for  Andersen.  "EDS  will 
eventually  turn  the  battleship  in  this 
new  direction,  but  right  now  we're  a  PT 
Ijoat,  and  they're  sun-ounded  l)y  other 
PT  boats,"  says  Greg  M.  Jacobsen,  who 
left  EDS  in  July  to  become  executive 
vice-president  of  SHL. 

SHL  seems  a  thorn  in  Alberthal's  side. 
It  recently  won  a  small  client-server 
contract  with  the  Dallas  Market  Cen- 
ter, which  was  halfway  through  a  tradi- 
tional, 10-year  outsourcing  deal  with  EDS. 
It  also  bested  EDS  in  a  bid  to  develop  a 
new  point-of-sale  system  with  Taco  Bell 
and  KFC  Corp.  "sHL  didn't  try  to  fit  what 
we  were  talking  about  within  the  classic 
products  that  they  sell,"  says  Susan  H. 
Cramm,  vice-president  of  Taco  Bell's  in- 
formation-technology group. 
"MORALE  BUSTER."  Still,  for  EDS,  "mas- 
tering the  technology  will  not  be  the 
challenge,"  says  Donald  P.  Monaco  of 
Andersen  Consulting.  Rather,  it  will  be 
restructuring  the  organization  to  sell 
client-server  systems  "in 
a  profitaljle  way,"  he  says. 

And  that  means  contin- 
ued cost-cutting.  Ali'eady, 
staff  cuts  helped  boost  op- 
erating margins  in  the  third  cjuarter  to 
14.2%,  from  12.5%  a  year  ago.  EDS  has 
quietly  cut  jobs  and  cracked  down  on 
travel,  Ijonuses,  and  equipment  purchas- 
es. By  yearend,  it  may  have  shed  as 
many  as  2,000  of  its  71,000  employees. 

But  it's  not  ea.sy  to  convince  a  compa- 
ny built  in  the  image  of  founder  Ross 
Perot  and  one  with  still-decent  profits, 
that  it  faces  limitations.  Jacobsen  of  SHL 
says  EDs'  so-called  fiscal-fitness  program 
prevented  him  from  paying  bonuses  to 
his  sul)ordinates  before  he  left  in  July, 
even  as  EDS  was  building  its  eye-catch- 
ing headquarters  in  Piano,  Tex.,  and  or- 
dering corporate  jets.  "It's  a  real  mo- 
rale buster,"  he  says.  The  key  question, 
says  Kirk  M.  Klasson,  an  analyst  with 
the  Yankee  Group,  is:  "Have  they  got 
the  foititude  to  change  with  the  market 
and  manage  their  operating  expense  and 
economic  model  accordingly?"  EDS  can 
do  it  now— Fernandes'  way— or  risk  hav- 
ing to  use  the  IBM  shock  treatment  later. 

By  Wendy  Zellner  in  Piano,  Tex.,  with 
hureftu  reports 
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THE  ECONOMY  I 


WELL,  IT  WALKS 
LIKE  AN  EXPANSION 


Much  of  Corporate  America  thinks  the  rebound  is  for  real  this  time 


The  on-again,  off-again  U.  S.  recov- 
ery is  suddenly  showing  signs  of 
real  oomph.  You  see  it  in  the  day- 
to-day  changes  that  make  an  economy 
go:  Women  are  buying  shoes  again; 
cardboard-box  sales  are  up;  a  refrigera- 
tor factory  in  Anderson,  S.  C,  is  adding 
150  workers.  And  a  bevy  of  recent  gov- 
ernment statistics  buttresses  the  feeling 
that  the  economy  is  turning  around. 
Since  the  sluggish  first  quarter,  consum- 
er spending  has  grown  at  an  annual  rate 
of  nearly  47',  while  business  investment 
in  capital  equipment  is  up  h^^^^bm 
more  than  147'  .  Bolstered  ^^^^^^^ 
by  the  spending,  the  econ- 
omy expanded  at  a 
healthy  2.87f  annual  clip 
during  the  third  quarter. 

But  get  down  and  dirty 
in  a  discussion  with  cor- 
porate executives,  and 
they  all  have  the  same 
worry:  Is  the  rebound  for 
real?  After  all,  things 
picked  up  even  more  dur- 
ing 1992's  fourth  quarter, 
when  the  economy  grew 
at  a  5.77  annual  rate. 
Then  the  bottom  fell  out 
at  the  start  of  1993. 

This  time  around.  Cor- 
porate America  figures 
the   upturn   is  genuine. 
Executives  say  they  ex- 
pect a  solid  fourth  quar- 
ter   and    predict  that 
steady  consumer  demand  and  healthy 
business  investment,  combined  with  a 
pickup  in  exports,  will  produce  a  solid — 
if  unspectacular — 1994.  But  optimism  is 
hardly  rampant,  and  some  executives 
still  harbor  reservations.  "People  are 
nervous,"  says  Intel  Corp.  Chief  Operat- 
ing Officer  Craig  R.  Barrett.  "But 
things  still  feel  good." 
CHIPS  AND  CARS.  As  it  happens,  Bar- 
rett's industry  is  one  that  expects  to  do 
reasonably  well.  With  personal  comput- 
ers selling  as  fast  as  they  can  be  built, 
demand  for  chips  is  soaring:  Sales  are 
up  nearly  307'  worldwide  this  year. 
Many  old-line  industries  are  in  a  similar 
mood.  Auto  sales,  for  instance,  are  up 


Consumers  are 
busy  snapping 
up  computers, 
cars,  and 
refrigerators, 
yet  polls  reveal 
that  most  people 
continue  to  feel 
rotten  about  the 
economy 


about  87  so  far  this  year  vs.  1992,  and 
the  fourth  quarter  is  expected  to  be  at 
least  as  strong.  Producers  are  boosting 
output  by  12.57  to  rebuild  depleted  in- 
ventories and  meet  stronger  demand, 
says  Ward's  Automotive  Reports.  Next 
year?  Maybe  an  11%  pickup. 

Detroit  isn't  turning  handsprings, 
however.  "The  sales  improvement  you're 
seeing  is  off  very  low  levels,"  says  Ford 
Motor  Co.  Treasurer  David  N.  McCam- 
mon.  At  General  Motors  Corp.,  Chief  Fi- 
nancial Officer  G.  Richard  Wagoner's 
worries  go  beyond  the 
company's  deep  prob- 
lems. "What's  keeping 
me  awake  at  night?"  he 
asks.  "The  thing  that  we 
can't  control  is  the  econo- 
my. We're  hoping  it  won't 
go  down  the  tubes." 

While  Big  Three  execu- 
tives still  are  just  dipping 
their  toes  in  the  pool  of 
optimism,  some  of  their 
suppliers  have  jumped  in 
with  both  feet.  Auto-parts 
makers  are  enjoying  a 
strong  year  and  predict 
an  even  better  1994.  Ech- 
lin    Inc.,    a  Branford 
(Conn.)  maker  of  gaskets, 
brake  pads,  and  the  like, 
is  coming  off  its  best 
quarter  in  five  years — 
unit  volume  was  up  37 — 
and  is  expecting  more  of 
the  same  next  year.  The  reasons:  a  big 
increase  in  repair  and  maintenance  work 
and  a  boom  in  truck  sales.  Cleveland- 
based   Parker  Hannifin   Corp.,  which 
makes  hydraulic  and  pneumatic  compo- 
nents and  other  industrial  parts,  says 
North  American  orders  for  such  goods 
rose  some  15.87^  in  the  past  quarter. 
And  CEO  Duane  E.  Collins  says  the  U.  S. 
economic  upturn  seems  "pretty  broad- 
based." 

This  year's  housing  rebound — sales 
reached  a  seven-year  high  in  Septem- 
ber— has  begun  to  lift  the  spirits  of 
home-related  industries.  Through  Sep- 
tember, appliance  shipments  jumped 
nearly  57  from  last  year.  Furniture 


BUSINESS  IS  START  II 
TO  BELIEVE 

Auto  makers  are  still  cautious,  bt|  )ei 
is  planning  to  hike  output  by  12.5|  A 
the  rebound  in  housing  is  good  no  si 
furniture  and  appliance  m 


sales  are  up,  too.  And  carpetn  ce 
Shaw  Industries  in  Dalton,  Ga.,  has  !ei 
its  sales  increase  by  32'a  over  the  as 
year,  so  CEO  Robert  E.  Shaw  is  ft  ini 
pretty  good — sort  of:  "The  number  ari 
better.  But  they're  not  fantastic  yt 
Count  Tenneco  Inc.  CEO  Michai 
Walsh  in  the  bearish  category,  too. 
matter  where  you  go,  there's  jm 
enormous  amount  of  insecurity. 
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JMERS  ARE  ...BUT  CAN  THEY  BOOST 

IN  FORCE...  THE  ECONOMY? 

  0  -   


.  "There's  a  kind  of  sour  mood  in 
:ountry."  But  some  of  iiis  own  staff, 
iding  the  president  of  Packaging 
).  of  America,  a  Tenneco  unit  in  Ev- 
on,  111.,  is  more  upbeat.  Industry  de- 
d  for  cardboard  boxes  is  up  3.2% 
ugh  September,  and  President  Mon- 
Haymon  expects  the  company  to 
the  year  up  4.5%  to  5%-  in  unit  sales. 
'Ve  had  false  starts  in  the  past," 


says  Haymon.  "But  we're  a  little  more 
enthusiastic  about  this  one." 

One  reason  for  the  confusion  is  that 
consumer  attitudes  remain  something  of 
a  mystery.  Consumer  confidence  sur- 
veys show  that  people  still  feel  rotten 
about  the  economy.  Yet  consumption 
rose  0.3%'  in  September  from  August. 

Some  of  that  activity  may  simply  rep- 
resent pent-up  demand  for  necessities 


rather  than  splurging,  says  Jerome  Fish- 
er, chairman  of  Stamford  (Conn.)  shoe- 
maker Nine  West  Group  Inc.  So  far  this 
year,  the  company's  sales  are  up  by 
more  than  IS%.  And  Fisher  feels  even 
better  about  the  rest  of  this  year. 
"We're  much  more  optimistic  than  we 
were  in  the  third  quarter,"  he  says.  "In 
the  last  two  or  three  weeks,  there's  been 
a  slight  upturn  in  confidence.  You  can 
sense  it  in  the  air."  At  Sears,  Roebuck  & 
Co.,  where  same-store  sales  have  in- 
creased by  more  than  10%^  over  the  past 
four  months.  Chairman  Edward  A.  Bren- 
nan  agrees:  "Things  are  going  better 
than  we  thought  two  or  three  months 
ago.  I  don't  think  it  will  cool  off." 
EUROPE  STIRS.  That  may  bode  well  for 
Christmas.  But  it  doesn't  mean  retailers 
are  stuffing  their  shelves.  One  sign  of 
managers'  unease  is  that  they  are  keep- 
ing inventories  lean.  According  to  the 
American  Production  &  Inventory  Con- 
trol Society's  business  outlook  index,  to- 
tal inventories  have  been  steadily  falling 
since  February.  Companies  are  produc- 
ing just  enough  to  meet  demand.  "Most 
business  executives  are  still  skeptical 
about  the  durability  of  any  upturn," 
says  economist  Michael  K.  Evans,  who 
developed  the  index.  "They  feel  they  got 
burned  in  '91  and  '92  and  don't  want  to 
make  the  same  mistake." 

Yet  the  index  shows  that  both  ship- 
ments and  new  orders  are  strong.  And 
other  surveys  report  that  even  exports, 
which  have  been  stuck  in  the  doldrums 
thanks  to  the  European  recession,  may 
be  picking  up.  Roulston  &  Co.,  a  Cleve- 
land investment  firm,  found  in  a  recent 
survey  that  Great  Lakes  manufacturers 
are  seeing  sales  growth  in  Mexico  and 
South  America,  as  well  as  the  Pacific 
Rim.  And  about  14%  say  European  sales 
are  up  in  the  past  two  months. 

The  labor  market,  however,  still  seems 
feeble.  The  American  Business  Confer- 
ence survey  of  its  members  shows  that 
they  expect  big  increases  in  sales,  mar- 
gins, and  investment  in  the  fourth  quar- 
ter— but  only  a  modest  2%  rise  in  em- 
ployment. The  economy  is  adding  about 
150,000  jobs  per  month,  but  that  just 
doesn't  feel  strong  to  employees  still 
worried  about  layoffs. 

The  bottom  line:  Optimism  is  growing, 
but  executives  remain  guarded.  Jobs  are 
being  created,  but  with  many  companies 
still  restructuring,  productivity  gains 
will  likely  keep  employment  growth 
slow.  Consumers  are  spending — for  now. 
Put  it  all  together,  and  Corporate  Ameri- 
ca hopes  the  scales  are  weighted  in  fa- 
vor of  an  on-again,  off-again  recovery 
that's  on  for  the  duration. 

By  Howard  Gleckman  in  Washington, 
with  Chris  Roiish  in  New  Haven.  Zachary 
Schiller  in  Cleveland,  and  bureau  reports 


BUSINESS  WEEK/NOVEMBER  15,  1993  37 


WHEREVER  YOU  OO  BUSINESS  AROUNO  THE  WORLD, 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  business 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  Bui 
there's  more  to  being  global  providers  of  insurance  than  just  being  a  long  way  from  home.  AIG  traces  its  roots 


>  Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
anagers  who  understand  the  business  practices  and  needs  of  their  own  markets.  If  you  re  a  multinational 
mpany  doing  business  in  today's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  Dept  A.  70  Pine  Street.  New  York.  NY  10270. 


FAST  FOOD  I 


TURNING  UP  THE  GAS 
AT  BURGER  KING 


It's  discounting  burgers  and  dumping  yet  another  ad  campaign 


H 


urncane  Andrew  nearly  de- 
stroyed Burger  King  Corp.'s 
heacUiuarters  in  Miami  last  sum- 
mer. At  the  Sept.  30  dedication  of  the 
rebuilt  Home  of  the  Whojji^er,  c'Ko 
James  B.  Adamson  was  liusy  twirling 
a  star-shaped  sheriff's  badge  in  front  of 
his  new  boss,  Gi'and  Metropolitan  PLC 
CEO-designate  George  J.  Bull.  Inscribed 
on  the  badge:  "Cut  the  bull.  What's  the 
discount?"  It  was  a  pun  on  Bull's  name, 
of  course.  But  Adamson  joked  that  the 
badge,  which  had  l)een  given  to  him  by 
Burger  King  co-founder  James  W.  McLa- 
more,  was  a  marketing  slogan  for  the 
Nineties. 

For  Burger  King,  it  probably  should 
be.  While  hamburger  rivals  McDonald's 
and  Wendy's  introduced  "value  meals" 
years  ago.  Burger  King  has  resisted  dis- 
counting. Many  franchisees  worried  that 
lowering  prices  would  cut  into  their  mar- 
gins. But  high  prices,  coupled  with  a 
series  of  disappointing  ad  cam])aigns, 
stalled  the  burger  chain's  sales  growth 
and  eroded  its  market  share.  In  1992, 
McDonald's    sales    grew    5.8%  and 


Wendy's  jumped  12.6%,  while  Burger 
King's  sales  rose  just  2.7%,  to  $5.3  bil- 
lion. Meanwhile,  its  share  of  the  $32.8 
l)illion  Vmrger  market  fell  to  16.2%  from 
1(16%  in  1992,  estimates  Technomic  Inc., 
a  Chicago  :'estaui'ant-consulting  firm. 
Says  Adamson,  who  took  over  as  CEo  in 
July:  "We  know  we  have  the  brand  and 
quality,  but  we  were  overpriced." 

That  led  Adamson,  a  former  Revco 
D.  S.  Inc.  marketer  who  joined  Burger 
King  in  1991  as  president  of  its  compa- 
ny-owned outlets,  to  try  the  "value 
menu"  in  local  promotions  this  summer. 
On  Oct.  4,  he  launched  the  national  roll- 
out of  a  three-tiered  value  menu  that 
offers  990,  $1.99,  and  $2.99  specials  at 
breakfast,  lunch,  and  dinner.  McLamore 
was  pleased:  The  67-year-old  Burger 
King  founder  and  chairman  emeritus  is 
big  on  meal-deals  as  a  means  of  generat- 
ing traffic  and  has  been  tutoring  Ad- 
amson once  or  tviice  a  week  on  the  finer 
points  of  selling  fast  food.  "We  weren't 
addressing  the  value  issue  pr'operly,  and 
I  brought  that  into  focus,"  says  Mc- 
Lamore. Is.^ 


Having  McLamore's  backing 
helped  Adamson  act  quickly.  Two  we 
after  he  rolled  out  the  new  pricing  st 
ture,  Adamson  made  another  big  mc 
On  Oct.  20,  he  told  D'Arcy  Masius  I 
ton  &  Bowles,  Burger  King's  ad  age 
since  1989,  that  he  was  putting  the 
count  up  for  review.  Adamson  says 
wants  an  agency  that  can  promote 
back- to- basics  philosophy.  "It's  the  sir 
approach  that  Jim  McLamore  took 
years  ago,"  Adamson  says.  "We  sell 
burgers,  fries,  and  Cokes,  and  we 
to  get  the  message  out  that  we  d 
better  than  anyone  else." 
"POISON  PILL."  Bui-ger  King  franchi; 
have  heard  that  kind  of  talk  before  f 
Adamson's  predecessors,  who  came 
went  as  the  chain's  market  share  st€ 
ly  eroded  (chart).  The  franchisees  h 
grown  especially  fractious  since  Gr 
Met  bought  Burger  King  along  witi 
parent,  Pillsbury  Co.,  for  $5.8  billio 
1988.  Now  they  hope  that  McLamc 
reinvolvement  will  invigorate  the  ch? 
much  as  Wendy's  avuncular  foun^ 
Dave  Thomas,  did  when  he  returne 
star  in  Wendy's  ads.  "If  Adamson 
tens  to  McLam.ore,  we  have  a  si 
says  Manny  Garcia,  a  franchisee 
(jwns  58  restaurants  in  the  Orlando  a 
Bull,  who  will  become  Grand  Met  CE 
December,  dismisses  fi'anchisees'  gr 
al)out  the  London-based  conglomert 
management  of  the  chain.  "When 
consider  that  Bui'ger  King  was  regai 
as  the  poison  pill  for  Pillsbury,  w 
done  very  well  with  it,"  he  says. 
But  that's  exactly  the  problem, 
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BURGER  KING'S  HUNT 
FOR  AN  AD  RECIPE 


"Hove  it 


your  v>  ay 
1974-76 


J.  WALTER  THOMPSON 


"America  loves  burgers 
and  we're  America's  Burger  King' 
1976-78 

"Besf  darn  burger" 
1978 


"Battle  of  the  burgers" 
1982-85 

"Herb" 
1985 

"Burger  King  town" 
1986 

'Best  food  for  fast  times" 
1987 


NW  AYER 


"We  do  it  like 
you'd  do  it" 
1987-89 


D'ARCY  MASIUS 
BENTON  &  BOWLES 


"Sometimes  you've  g( 
break  the  rules" 
1989-91* 

"Your  way 
right  away" 
1991 


"BK  Tee  Vee" 
1992-present 
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'tMuPS  TotalTract 

W 

IDENTIFICATION  NUMBER 

7123'  4S0t.7  &'=\3 

J  Guaranteed  Air  Tracking  "P^ 

Career. 


If  you  have  something  of  great  value,  you  insure  it.  Send  an  important  package  UPS  Next 
3ay  Air®  and  you  re  doing  the  same  thing.  Only  UPS  offers  guaranteed  tracking  and  guaranteed 
^0:30  a.m.  deHvery  for  up  to  35%  less  than  other  companies  charge*.  That  way  you're  insuring 

omething  else  of  great  value.  Your  career  The  package  delivery  Company  more  companies  count  on. 


ups 


For  prompt  pick-up  of  your  urgent  package  call  1-800-PICK-UPS. 


Ifour  family  will  like  the  new  IBM  PS/1 
multimedia  system  better. 
For  one  thing,  it  comes  with  a  Teddy. 


Many  PCs  give  you  multimedia  but 
nobody  brings  it  to  life  like  the  new 
PS/1®  right  down  to  a  rare  speech 
by  a  popular  rough  rider. 

Adventure  lives  in 
ttie  1993  Compton  s™  Inter- 
active Encyclopedia™  Get 


'  needs,  pre-mstalied 


family  vacation,  you  might  get 
friends  to  watch.  Especially  when 
you  add  a  little  music  from  your 
favorite  CDs,  thanks  to 
MCS  MusicRack:  PS/1 
;J^~)     fills  your  computing 


ready  for  Teddy  and  thousands  of  other  entries,  with  DOS  6.0,  Windows™  3.1,  Works  for  Windows™ 
•30  irresistibly  presented  that  your  children  might     and  two  online  services.  Most  models  meet 


even  take  a  break  from  their  video  games. 

And  its  only  a  part  of  the  $800  mul- 
timedia software  value  thats  included. 

With  PS/1  Photo  Display  you  can 
put  your  photos  on  compact  discs  like 
a  Kodak**  Photo  CD™  and  show  them 
on  your  monitor.  When  you  re-live  that 


PS/1 

Power  Made  Easy 

I  pin 

ms\  25  . MH: 
Douhl,'  Spceil  fiSllMli 
CI)  RD  M 
Soiiiul  Hliislcr 
audio  card  ct  sprakcr.s 
243  VIB  irhmhh-Span-l 
ITDMH  HI) 
Wilh  Rapid  Rrsiim,"' 


EPA  Energy  Star™  requirements.  It  s 
backed  by  IBM  quality  and  support. 

With  extras  like  these  you'll  get 
more  out  of  the  PS/1  than  most  any  other 
computer.  You  can  start  now  by  call- 
ing 1  800  IBM-3377  ——z^=^ 
for  a  retailer  near  you .  =:  ==F  =  T  i: 


:PA,  as  a  matter  of  policy,  does  not  endorse  any  particular  company  or  its  products  IBM  and  PS/1  are  legistered  trademarks  and  Rapid  Resume  is  a  trademark  of  International  Business  Mactiines  Corporation 
All  ottier  products  and  company  names  are  trademarks  and/or  registered  trademarks  of  ttieir  respective  tiolders  ©  1993  IBM  Corp 


Changing  Your  Job 
Or  Retiring? 

If  you're  about  to  change  jobs, 
you  may  be  receiving  a  distribution 
from  your  employer's  retirement 
savings  piiui.  Knowing  your  options 
may  help  you  protect  your  retire- 
ment savings  from  40%  or  more  in 
taxes  and  penalties.' 

1  idelity  s  Common  Sense  Guide  To  Keeping  Your 
Retirement  Plan  Money  Working  is  designed  to  help 
provide  you  with  clear,  easy-to-understiind  answers  to  your 
questions.  C;dl  today  for  your  free  guide  and  prospectus  for 
moi'e  complete  information  on  any  Fidelity  fiuid,  including 
charges  and  expenses.  Read  it  careftilly  before  you  invest  or 
send  money 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3898 


Fidelity 


Investments^ 


'Ifyoii  ;irf  in  the  M"ii  federal  incdine  t;i\  br;ick't  ;iiid  suhjetl  to  the  11)""  i':irly  withdrawal  penalty,  Kidelity 
Distributdrs  Coriioratuin. 


The  Ports  of  Virginia  have  the  natural  advantage  We  pro,i  !■  -  'IimmJ  link  from  the  terminals  to  2/3  of 

of  being  only  18  miles  from  the  open  sea  with  50  the  U  S,  population  within  24  hours.  As  a  gateway 

foot  channels  and  no  obstructions  that  allow  in-  to  the  world  we  offer  75  lines  and  one  of  the  most  fre- 

creased  maneuvering  of  even  the  larger  vessels,  quent  direct  sailing  schedules  on  the  U.S.  East  Coast. 
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fi-anchisees:  Burger  King  managers  have 
been  bent  on  giving  Grand  Met  a 
healthy  return  on  its  investment,  large-: 
ly  by  slashing  costs.  For  example,  they 
cut  back  on  field  staff  that  helped  fran- 
chisees with  marketing  campaigns  and 
solved  operating  snafus.  Franchisees  also 
faulted  Adamson's  predecessors  for  al- 
lowing too  many  mediocre  ad  campaigns 
to  go  on  too  long  (chart,  page  62). 

Franchisees  give  Adamson,  Burger 
King's  ninth  boss  since  1980,  high  marks 
for  his  management  style.  "It's  not  that 
I'm  succumbing  to  theii'  demands,"  says 
Adamson.  "I'm  listening  to  their  logic." 
That  means  meeting  with  franchisees 
regularly  in  their  restaurants— and  don- 
ning a  uniform  and  broiling  a  burger 
when  he  gets  there.  "I  know  how  to 
make  a  Whopper,"  he  says.  "I  do  it  all 
the  time."  He  has  taken  orders  at  the 
front  counter,  cleaned  the  dining  rooms 
and  bathrooms,  and  noted  customers 
eating  and  sitting  patterns.  "Adamson 
has  spent  as  much  time  in  the  restau 
rants  as  the  last  three  or  four  chief  ex 
ecutives  combined,"  says  Steve  Louis,  a 
franchisee  who  owns  26  restaurants  in 
the  Philadelphia  area.  "He  believes  in 
us,  and  that's  what's  so  refreshing." 
NO  MORE  TACOS.  Adamson  and  franchi 
sees  agree  on  the  need  for  a  refreshing 
new  ad  campaign.  This  will  be  the 
fourth  new  campaign  in  five  years,  and 
all  are  hoping  for  somiething  more  ef 
fective  and  less  irritating  than  "BK  Tee 
Vee."  The  ads  were  supposed  to  appeal 
to  the  18-to-34-year-old  crowd.  They  fea- 
tured frenetic  editing  and  quick  close-ups 
of  MTV  veejay  Dan  Cortese  interviewing 
customers  and  screaming:  "I  love  this 
place!"  But  the  spots  were  more  about 
frenzy  than  food,  and  franchisees 
thought  they  turned  off  older  customers. 

Adamson  is  also  changing  the  way  Bur- 
ger King's  ad  dollars  are  spent.  The  com- 
pany's annual  marketing  budget  is  about 
$250  million,  of  which  roughly  $180  million 
goes  for  TV  and  radio  ads.  Three  years 
ago,  that  budget  was  devoted  to  building 
brand  awareness  with  national  advertis 
ing.  Now  just  40%  of  it  is  spent  on  na 
tional  ads,  while  the  rest  goes  for  local 
spots  pushing  deals  on  meals.  "We'll  win 
this  battle  of  fast  food  in  local  markets," 
vows  Adamson.  To  help  Burger  King  do 
that,  more  than  half  the  fi-anchisees  opted 
to  pay  a  surcharge— 1%  of  gross  sales— to| 
help  fund  additional  local  ads. 

Many  of  Burger  King's  critics  say  theji 
chain's  problems  stem  not  just  from  ad-| 
vertising  but  from  spotty  food  prepara-l| 
tion  and  slow  service.  "Flame-broilingji 
burgers,  rather  than  flat-grilling  them|: 
like  McDonald's  and  Wendy's  do,  is  aji 
key  for  Burger  King,"  says  Gary  Lang-f 
staff,  a  former  Burger  King  marketer.! 
"But  it's  a  lot  tougher  to  do."  And  somej 
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:'hi.sees  argue  that  Ihf  hfoadei-  mt'nu 
jcent  years  just  made  things  wors(>. 

much  variety  begets  operational  dit- 
ty," admits  Adamson,  who's  been 
tling  down  the  menu.  Gone  are  pizza, 
s,  Famous  Amos  cookies,  Snickers 
ream  bars,  and  Paul  Newman's  salad 
sing.  Dinner  Basket,  a  program  that 
order-takers  delivering  meals  to  ta- 
,  is  now  a  limited  local  option,  as  is 
rer  King's  Weight  Watchers  program. 
5  help  his  franchisees  improve  sales, 
ity,  and  service,  Adamson  has  in- 
uced  a  six-point  program  called  Op- 
ion  Phoenix.  The  j)rogram  evolved 
of  a  meeting  between  franchisees 
Burger  King's  executive  committee, 
hich  franchisees  warned  that  Burger 

wouldn't  keep  producing  satisfacto- 


^OW  HOW  TO  MAKE  A  WHOPPER" 
ICHISEES  LIKE  ADAMSON'S  STYLE 


•eturns  for  Grand  Met  if  individual 
aurants  weren't  healthy.  The  pro- 
n  offers  franchisees  help  from  head- 
'ters  with  menus,  pricing  strategies, 
local  ads.  "Burger  King  has  not  en- 
d  the  same  preeminence  as  it  has  in 
past,"  says  Jerry  Ruenheck,  owner 

2  Tampa  Burger  Kings  and  presi- 
t  of  the  National  Franchise  Assn. 
eration  Phoenix  will  get  us  there." 
urger  King's  rivals  aren't  making  it 

easier  for  the  chain  to  rise  from 
ashes,  though.  Wendy's  Internation- 
ic.  recently  posted  its  18th  consecu- 

quarter  of  year-over-year  sales 
is.  And  McDonald's  Corp.  noted  a 
jump  for  the  first  nine  months  of 
5.  Small  wonder  that  some  franchi- 
;  remain  skeptical.  "We  are  cynical," 

3  franchisee  Dan  Fitzpatrick.  "We 
t  to  see  r-esults,  and  Adamson  knows 
And  given  the  speed  at  which  Bur- 
King  wolfs  down  ad  campaigns  and 
CEOs  who  order  them,  Adamson 

3ly  knows  those  results  had  better 
:e  fast,  too. 

'y  Gail  DeGeorge  in  Miami,  with  Julia 
in  in  London 


^  Wmen  You  Mean 
^  Business. 

Business  gifts  should  be  an  impf^rtant 
part  of  your  business.  They  are  a  token 
)f  tlianks  or  a  promise  of  a  future  together. 
Tills  year,  let  your  valued  clients  and 
associates  know  just  how 
important  thev  are  to  you. 
Give  them  a  fine  Bulova;glotk. 


AMERICA'S  iNTENTIVE 


BW  11/93 

For  more  Information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager,  Presentation  &  incentive  Division, 
Bulova  Corporation,  One  Bulova  Ave,,  Woodside,  N  Y.  1 1.^77.  Call  toll-free  l-800-42,V3553.  In  N.Y.C.  1-718-204-4600. 


TING 


You  can  test  assured  the  entire  port  community  is 
working  together  to  create  an  environment  of  success 
antj  gtowth.  For  mote  information  fax  us  your  mailing 
address  for  a  free  video  tour  at  (804)683-8500, 


The  Ports  of  Virginia 

ONE  STOP.  AMERICA  AND  THE  WORLD. 

600  World  Trade  Center  Norlolk.  VA  23510,  USA 


Every  day 

someone 

reminds  us 

what  kind 

of  business 
we're  in. 


Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day,  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 

Cigna 

A  Business  of  Caring. 

Healthcare    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance       Reinsurance      Individual     International  International 

life  ■  Accident  •  Disability       Investment  ServiceS      Management      Ufe  •  Acadent  ■  Health      Property  fi  Casualty      InSUranCe       Property  f*  Casualty      Lllc  &  Fjnployee  Benefits 
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STRATEGIES  I 


lORDS  OF  LEVERAGE 
FOR  THE  '90s 


While  its  rivals  hibernate,  Clayton  Dubilier  is  thriving  on  LBOs 


Tlu'se  are  supposed  to  be  sleejjy 
times  for  levei'aged-huyout  firms. 
Huml)led  by  hard-learned  lessons 
of  the  deal-crazed  1980s,  such  power- 
houses as  Kohlbero;  Kravis  Rol)erts, 
Forstmann  Little,  and  Wasserstein  Per- 
ella  have  slipped  larj^ely  into  hil)erna- 
tion.  But  at  least  one  buyout  bouticjue, 
Clayton,  Dubilier  &  Rice  Inc.,  appears  to 
be  stirring.  Since  the  start  of  the  year, 
it  has  snapped  up  three  companies.  The 
most  recent  deal  came 
on  Oct.  22,  when  Clay- 
ton Dubilier  agreed  to 
acquire  DuPont  Co.'s 
Remington  Arms  Co. 
rifle-making  unit  for  $300 
million.  And  it  hints  at 
yet  another  buy  before 
the  end  of  the  year. 

The  Remington  deal  is 
a  typical  one  for  Clayton 
Dubilier.  Since  its  found- 
ing in  1978,  the  fii'm  has 
specialized  in  buying 
what  President  Joseph 
L.  Rice  III  calls  the 
"stepchildren"  of  giant 
parents  looking  to  shed 
assets.  In  September,  it 
bought  Indianapolis'  Alli- 
son Gas  Tiu'bine,  which 
makes  turbines  for  small 
jet  engines,  from  Gener- 
al Motors  Corp.  lor  $.'500 
million.  Clayton  Duiiilier 
figured  Allison,  like 
Remington,  represented 
an  inherently  strong 
business  that  could  flourish  if  separated 
from  its  distracted  |)arent. 
SCOUTING.  Clayton  Dubilier  gets  involved 
in  every  aspect  of  its  various  bu.sinesses, 
fi"om  marketing  to  ivsearch  and  develoj)- 
ment.  Like  other  LHo  firms,  of  course,  it 
cuts  costs— often  by  selling  assets  and 
laying  off  emjiloyees.  But  il  also  works 
to  build  up  its  properties.  Just  days  af- 
ter acquiring  Van  Kampen  Merritt  Inc. 
ft'om  Xerox  Corp.  in  Febi-uary,  for  exam- 
ple, the  firm  began  scouting  for  accjuisi- 
tions  to  expand  the  investment  Ijank's 
i-ange  of  products  fi'om  fixed-income  se- 


curities to  equities  and  global  products. 
Clayton  Dubilier  says  it's  in  talks  to  ac- 
([uire  four  separate  firms  to  add  to  Van 
Kampen.  "We  hope  to  end  up  with  a 
far  more  diverse  financial-management 
company  than  the  one  we  originally 
bovight,"  Rice  says. 

Although  Clayton  Dubilier  sets  its 
sights  lower  than  other  LBO  fii"ms,  which 
tend  to  go  after  big  public  companies, 
the  gritty,  roll-ui)-your-sleeves  approach 


Management,  an  investor  in  the  tunc 
The  resume  of  Rice,  61,  resemble 
that  of  a  typical  LBO  expert.  A  forme 
securities  lawyer  at  Sullivan  &  Cron 
well,  Rice  has  spent  the  bulk  of  his  c; 
reer  in  the  investment  game;  But  Cla; 
ton  Dubilier's  culture  places  as  muc 
premium  on  managerial  savvy  as  it  do( 
on  financial  engineering:  Four  of  its  : 
senior  partners  formerly  served  as  chii 
executive  or  chief  operating  officer  of 
big  company— something  none  of  KKR 
senior  partners  can  claim.  Clayton 
No.  2  partner,  B.  Charles  Ames,  for  e; 
ample,  is  a  former  chairman  and  CEO 
Reliance  Electric  Co. 

That  emphasis  on  operations  w; 
underscored  in  June,  when  Westinj 
house  Electric  Corp.  tapjjed  Clayton  D 
bilier  partner  Michael  H.  Jordan  to  ri 
the  embattled  industrial  giant.  Jordj 
had  joined  the  firm  in  Septemlier,  199 
after  serving  as  president  and  chief  ; 
nancial  officer  at  PepsiCo  Inc.  "They  ai 
not  a  bunch  of  lawyers  and  financial  e 


Hands-on: 

Many  of  the 
firm's  partners 
were  formerly 

managers. 
Clockwise  from 
bottom  center 

are  Ames, 
Andrall  Pearson, 
Gogel,  Cribiore, 
Rice,  arid  Howe 


is  paying  off  for  investors.  Investors  in 
Clayton  Dubilier's  $1  billion  LBO  fund 
say  they  are  reaping  cash  returns  in  ex- 
cess of  40%  a  year  on  companies  the 
firm  has  acquired  and  then  sold.  In  con- 
trast, KKK's  biggest  LBO  fund  is  averag- 
ing returns  in  the  mid-teens,  say  Wall 
Street  sources,  in  part  because  of  pro- 
ti-acted  problems  at  R.JR  Nabisco  Inc. 
Clayton's  returns  "are  high  through  up 
and  down  cycles  because  they  know  how 
to  improve  the  operating  efficiencies  and 
bottom  lines  of  their  companies,"  says 
Scott   Sperling,   who   runs  Harvard 


gineers  who  don't  know  much  al:)0ut  ri 
ning  a  business,"  says  Carl  Kester, 
professor  at  Harvard  business  sch( 
who  has  studied  Clayton  Dubilier. 

Like  other  firms,  Clayton  Dubili 
moves  quickly  to  assume  control  of  co 
panies  it  acquires.  Within  days  of  closi 
a  deal,  it  assigns  two  of  its  senior  pa 
ners— one  an  operating  executive, 
other  a  num!)er-cruncher— to  the  boai 
It's  also  quick  to  link  pay  to  pert 
mance.  When  it  accjuired  lawn-care  co 
pany  0.  M.  Scott  &  Sons  Co.  from  I 
Corj).  in  1980,  it  recjuired  senior  man; 
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A 


STRUCTURE    WITH  A 


SOLID  FOUNDATION 


i  s  n't     Ra  V  aged  by 


TIME 


But  enhanced. 


56  Years  expenenre.  More  than  $75  billion  in  FIXED  INCOME  and  EQUITIES.  A  presence  in  GLOBAL 
MONEY  MANAGEMENT  -  with  offices  in  LONDON.  TOKYO  and  BOSTON.  2.4  million  INDIVIDUAL  IN- 
VESTORS. Over  250  major  INSTITUTIONAL  CLIENTS.  And  for  decade.s,  a  REPUTATION  for  offering  the 
best  service  in  MONEY  MANAGEMENT.  Quite  an  IMPRESSIVE  collection  of  [arts  and  /if!:ures.  But  EVEN 
MORE  impressive  when  ADDED  TOGETHER.  The  accumulated  result  rs  a  SOLID  FOUNDATION  on  which 
YOU  and  YOUR  ASSETS  can  GROW.  YEAR,  after  YEAR,  after  \TAR. 

[i  A     T  1  M  E  -  H  O  N  O  R  E  D     T  R  .4  D  I  T  1  O  N      IN      MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON- LONDON-TOKYO 


Nothing  opens  u 


The  Intel  iCOMP  '  hidex^ 

CPUTypL-  0  100 


IVnliuni'"'  PnicL'ssur-fid 

Pcnliuin  PriKcssor  60 

InlclDX2'"-Mi 

lniclDX2-5ll 

lniclDX2-4l) 

i4X6'"DX-33 

I4K6SX-3.1 

1486  .SX-25 


Now  there's  a  processor  for 
PC  users  who  want  better 
Windows  perfonnance.  The 
hitel  DX2™  processor. 
Whether  you're  calculating  spreadsheets, 
creating  documents  or  tiying  out  the  newest 
PC  game,  the  Intel  DX2  processor  delivers 

Omi  Inlcl  Coqioralion.  f.Suurcc:  iCOMP'":  A  SimpllllciJ  McasurL-  ol  RelalivL-  Inlcl  MiciopRKcs'-or  PcrtcirriiaiKv,  Intel  C'oip,.  I<W2. 
'Olhci  hrands  and  names  are  the  property  ol  Iheir  respeetive  owners. 
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.SOO 
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J,  I  ;^  II  uiliiJi^ 

nilfi  ltiii;  Ih' 

umon^  Intfl  ii 

iowsfcIntd'sDX2.  i 

up  to  twice  the  processor  performance  of  our 
DX  processor  at  a  comparable  system  price. 

Plus,  the  Intel  DX2  processor  comes  with 
built-in  "perfomiance  headroom'-the  power 
to  mn  tomorrow's  applications,  like  data  and 
video  conferencing,  and  multimedia  programs. 

So  see  for  yourself  why  the  Intel  DX2 


processor  is  fast  becoming  the  standard  for 
Windows  users.  Call  1-800-395-7009  ext.  95 
to  learn  more,  or  visit  your  local  reseller. 


intel 
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ers  to  buy  12%  of  their  own  company's 
shares.  Remington's  managers  will  ac- 
quire 15%  of  the  company. 

Like  its  Wall  Street  rivals,  Clayton 
Dubilier  also  moves  quickly  to  boost 
productivity.  And  that  means  cutbacks 
can  sometimes  be  steep.  That  was  espe- 
cially true  at  Lexmark  International,  for- 
merly IBM's  typewriter  division.  Since 
Clayton  Dubilier  bought  the  unit  in  1991, 
it  has  trimmed  Lexmark's  payroll  by  a 
third,  to  4,000  staffers. 

But  Rice  says  the  firm  often  discovers 
that  the  companies  it  acquires  need  nur- 
turing, after  years  of  neglect  by  par- 
ents preoccupied  with  their  own  prob- 
lems. Consider  Nu-kote,  a  foiTner  Xerox 
division  that  makes  typewriter  supplies. 
When  Clayton  Dubilier  bought  the  com- 
pany in  1987,  nearly  98%  of  its  business 
was  selling  typewriter  ribbon.  The  pop- 
ularity of  personal  computers,  however, 
made  the  outlook  for  that  market  dim. 
So  Hubbard  Howe,  a  senior  partner  at 
Clayton  Dubilier,  began  to  shift  the  com- 
pany into  toner  for  laser  printers  and 
fax  machines. 

It  was  an  expensive  strategy.  In  1992, 
the  firm  acquired  International  Commu- 
nication Materials  Inc.,  a  Pittsburgh  ton- 
er maker,  for  $8.5  million.  A  year  later, 
Clayton  purchased  Future  Graphics,  a 
Chatsworth  (Calif.)  company  that  repairs 
toner  cartridges,  for  $5.5  million.  The 
result:  Toner  and  toner-related  supplies 
account  for  37%  of  the  company's  $175 
million  in  sales.  "Now  that  the  shackles 
are  off  the  business,  we  have  room  to 
grow,"  says  David  F.  Brigante,  Nu-kote's 
CEO,  who  was  a  sales  manager  when 
the  company  was  first  acquired. 
LAWN  BOOM.  Similarly,  when  Clayton 
Dubilier  f)ought  Scott,  the  company  had 
only  a  dozen  lawn-care  products.  Its 
sales  were  stagnating  at  $197  million. 
But  Henry  Timnick,  a  former  senior 
partner  overseeing  Scott,  reckoned  the 
industry  would  grow  steadily  as  baby 
boomers  settled  in  the  suburbs  and 
started  puttering  around  the  yard. 

To  strengthen  Scott's  consumer  busi- 
ness, Clayton  Dubilier  purchased  Hypo- 
nex  Corp.  in  Atlanta,  a  private-label  pot- 
ting soil  company,  in  1988.  The  deal 
virtually  doubled  the  size  of  Scott's  con- 
sumer business,  to  $328  million.  Next 
came  new  products,  as  Clayton  Dubilier 
began  a  long-term  program  to  expand 
Scott's  product  line  and  customer  base. 
The  firm  steadily  boosted  Scott's  R&l) 
spending.  In  1992,  it  stood  at  $5.9  mil- 
lion, up  40%  from  1987.  And  now,  Scott 
is  reaping  the  benefits.  Next  year,  the 
company  will  offer  43  new  products 
ranging  from  crabgrass  preventer  to 
potting  soil  for  African  violets. 

Besides  strategy  and  marketing,  Clay- 
ton Dubilier  gets  involved  in  the  details 

of  manufacturing.  To  improve  quality 
and  productivity  at  Allison,  the  firm  has 
started  to  overhaul  the  assembly  line 
by  organizing  workers  into  separate 
teams  to  manufacture  specific  products. 
"We'll  constantly  be  trying  to  spur  man- 
agement to  think  of  new  ways  to  do 
things,"  says  Donald  J.  Gogel,  a  part- 
ner overseeing  Allison's  finances. 

To  win  greater  cooperation  among 
rank-and-file  workers,  Clayton  Dubilier 
experiments  with  distributing  equity  to 
all  employees.  At  Remington,  for  exam- 
ple, the  company's  22,(X)0  employees  will 
receive  10%  of  the  company's  shares 
through  a  401(k)  plan,  provided  they 
meet  productivity  goals.  At  Scott,  a 

Dubilier  $258  million— $58  million  above 
its  original  purchase  price. 

Despite  such  accomplishments,  execu- 
tives at  some  of  its  former  companies 
complain  that  Clayton  Dubilier  uses  a 
cookie-cutter  approach  to  management. 
At  Scott,  for  example,  the  firm  tried  to 
push  executives  into  expanding  over- 
seas, arguing  that  foreign  markets  could 
add  an  additional  $600  million  to  sales. 
But  Scott  managers  resisted,  arguing 
that  the  company  lacked  the  name  rec- 
ognition and  distribution  channels  to  suc- 
ceed in  a  sudden  international  expan- 
sion. "They  all  thought  they  were  quick 
studies,  but  there  were  times  when  thej 
just  didn't  understand  our  customers,' 

ClAYTON  DUBILIER'S  lAMILY 

Company/                    Operating  profit*  Percent  change     Company/                    Operating  profit*  Percent  change 
Description                          Millions       since  ocguisrtion     DBScription                           Millions       since  acguisitioo 

PILLIOD  CABINET           ^0  1         70%     LEXMARK  INT'L.                MA  MA 

Family-owned  furnihjre         '        '  ^       Office-equipment  maker 
maker  acquired  in                                   purchased  from  IBM  in 
1 985  for  $43  million                                1 991  for  $1 .6  billion 

HOMELAND  STORES        OTC           TQ    ALLISON  GAS  TURBINE       MA  Mkl 

Supermarket  chain  pur-  ^                        Former  GM  jet-engine  liitt 
chased  from  Safeway  in                           maker  bought  in  September, 
1 987  for  $1 65  million                              1 993,  for  $300  million 

KENDALL                   104  9          W\    VAN  KAMPEN  MERRITT  ^0  7  Mil 

Medical-products  com- "**    Xerox' former  invest-  illfl 
pony  purchased  from                               ment-management  unit 
Colgate-Palmolive  in                                purchased  in  February 
1 988  for  $960  million                              for  $41 5  million 

APS               1R  S      S                    MA  NM 

Auto-parts  maker  bought  •"•J           J    Leading  gunmaker  pur-  lilll 
from  Wickes  for  $200                              chased  from  DuPont  in 
million  in  1 989                                      October  for  $300  million 

DATA:  COMPANr  REPORTS,  BUSINESS  WEEK                     NA  NOT  AVAILABlf ,  NM:  NOT  MEANINGFUL  SINCE  INVESTMENT  HAS  BEEN  HELD  FOR  LESS  THAN  ONE  YEAi) 
'FOR  LATEST  FISUL  YEAR 

worker  on  the  assembly  line,  Emerson 
Hileman,  says  that  "things  just  seemed 
to  get  a  lot  tightei-"  when  Clayton  Dubi- 
lier arrived  on  the  scene.  Still,  Hileman 
says  it  was  difficult  to  get  too  upset 
with  his  new  bosses,  who  set  aside  17% 
of  the  company's  shares  for  an  employee 
bonus  program.  For  the  past  five  years, 
the  37-year-old  Hileman  has  received  an- 
nual profit-sharing  checks  averaging 
$2,000. 

So  far",  Clayton  Dubilier  has  generated 
impressive  operating  results  for  most  of 
the  companies  it  owns  (table).  That  has 
helped  it  to  ease  the  debt  burden  that 
fell  on  its  stepchildren  when  they  were 
acquired.  Scott's  long-tenn  debt,  for  ex- 
ample, was  ju.st  $30.5  million  at  the  end 
of  1992,  down  from  the  $191  million  it 
owed  when  it  was  purchased  in  1987. 

Of  course,  the  big  payoff  comes  when 
the  firm  cashes  out.  In  January,  1992,  it 
sold  89%  of  its  shares  in  Scott  in  an  ini- 
tial public  offering  that  fetched  Clayton 

says  Tadd  C.  Seitz,  chief  executive  o 
Scott. 

And  Clayton  Dubilier  has  had  it: 
share  of  woes  over  the  yeai'S.  In  1988 
for  example,  it  bought  Kendall  Co.,  ! 
medical-products  maker,  from  Colgate 
Palmolive  Co.  for  $960  million.  The  fim 
had  big  plans  for  Kendall,  including  ex 
panding  production  facilities  and  intro 
ducing  new  products.  It  built  a  plant  ii 
Orange  County,  Calif,  to  make  a  ncvl 
line  of  antif)iotics,  but  Kendall  failed  ti 
win  approvals  from  the  Food  &  Dnn 
Administration.  "We  had  a  new  $30  iiiil 
lion  plant  that  couldn't  manufacture  an\ 
thing,"  says  partner  Alberto  Cribioit 
Worse,  Kendall  lost  one  of  its  major  cusjl 
tomers  with  the  collapse  of  the  Sovief 
Union,  which  had  been  buying  $40  mil 
lion  worth  of  medical  adhesive  tajn- 
year.  But  fortunately  for  Clayton  Duliil 
er  and  its  investors,  such  stumbles  hav 
been  fairly  few. 

By  Ron  Stodghill  II  in  Neiv  Yur 
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If  you  think  home  theater  means  a  room  full 
of  speakers  the  size  of  movie  posters... 

Think  ^ain. 


The  Bosc  Aanistimass-l  home  tlieatcr  speaker  system 


"In  fact,  the  more  I  use 
coustimass  speakers,  the 
more  amazed  I  am. " 

-Julian  Hirsch,  Stereo  Review 


deep,  poii  ei-fiil  lows  that  help  nuke 
'ies  sound  so  real  are  produced  In'  the 
'patented  Acoustimass  hass  module. 
?  it  completely  out  of  ineiv  anywhere  in 
vom. 


Like  magic, Bose'^Acoustimass' 
home  theater  speaker  systems  turn 
an  evening  at  home  into  a  niglit  at 
the  movies. 

Home  theater 
made  more  lifelike 

At  your  favorite  movie  theater 
you  hear  everything,  all  around  you, 
no  matter  where  you  sit.  Bose  Direct/ 
Reflecting  speaker  technology  pro- 
vides movie  theater  realism  in  your 
home  by  reflecting  part  of  the  sound 
off  your  walls.  Eveiyone  watching 
gets  the  same  lifelike  movie  experience. 

Your  movie  theater  also  provides 
consistent,  matched  sound  -  because 
all  the  speakers  are  the  same.  Tliis 
advantage  is  usually  ignored  with 
home  theater,  but  not  with  Acousti- 
mass speakers.  Like  the  movies,  they 
have  identical  left,  center,  and  riglit 
channels. 

And  for  complete  surround,  add 
odier  Acoustunass  speakers  for 
matched  rear  channel  sound. 

Home  theater  made  smaller 

Conventional  speaker  technology, 
where  better  sound  means  bigger 
speakers,  makes  home  theater 


impractical.  But  Acoustimass  speaker 
arrays  stand  no  taller  than  a  video 
tape,  so  you  can  place  them  just 
about  anywhere. 

And  Acoustimass  home  theater 
speaker  systems  are  only  made  by 
Bose,  the  most  respeaed  name  in 
audio. 

Check  your  local  newspaper 
for  special  offers 

Tlien  go  look.  And  listen.  You'll 
find  there's  an  Acoustimass  home 
theater  speaker  system  to  fit  your 
needs  and  your  budget.  Or  call  us 
toll  free  for  more  information  and 
names  of  audiorized  dealers. 

With  Acoustimass  speakers,  you'll 
no  longer  just  watch  a  train  cross 
your  TV  screen.  You'll  feel  it  aunble 
right  through  your  living  room. 

Call  for  a  FREE  Guide 
to  home  theater. 
1-800-444-BOSE  Ext.  288 

(  N8t)()-444-2673) 
Moii-Fri  9AM  to  9PM.  Saoirday  9AM  to  5PM 


Better  sound  through  research^ 
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INVESTMENTS  I 


INVESTORS  WANTED 
—FOR  LAWSUITS 


New  firms  finance  patent  litigation,  and  some  even  sell  shares 


Looking  for  an  exotic  investment? 
Forget  about  rare  coins,  race  hors- 
es, and  celebrity  autographs.  How 
about  a  lawsuit?  You  don't  even  have 
to  sue  anybody— you  just  have  to  put 
your  money  down  on  somebody  who  is. 

That's  the  premise  behind  a  handful 
of  companies  that  invest  in  intellectual 
property  suits  brought  by  inventors 
against  large  corporations.  Some  of  the 
investment  finns  engage  in  the  practice 
for  their  own  account,  while  others  try 
to  entice  individuals  through  limited 
partnerships.  The  practice,  confined  to 
feuds  over  patents,  trademarks,  and 
copyinghts,  is  giving  companies  indi- 
gestion. "This  is  just  an  attempt  at 
opportunism,"  says  Gary  A.  Hecker, 
a  lawyer  for  Novell  Inc.,  which  is 
fighting  a  patent-infringement  suit 
financed  with  private  funds.  "To 
carve  up  and  sell  off  the  potential 
outcome  of  a  piece  of  patent  litigation 
as  if  it  were  a  lottery  ticket  is  not 
serving  the  patent  system." 
SLOW  PROCESS.  Many  small  inven- 
tors would  beg  to  differ.  A  lot  of 
lawyers  will  gladly  take  personal- 
injury  suits  on  a  contingency-fee 
basis,  but  intellectual-property  lit- 
igation is  too  time-consuming  and 
costly  for  that  approach.  That 
leaves  financially  strapped  inven- 
tors with  little  recourse  when 
they  believe  their  inventions  have 
been  ripped  off. 

Take  the  case  of  Roger  E.  Bill- 
ings. The  Independence  (Mo.)  in 
ventor  is  suing  Novell  and  one  of 
its  customers,  Bank  of  America, 
for  unlawfully  using  technology 
he  claims  to  have  developed— a 
client-server  system  that  allows 
computers  to  share  infoiTnation 
through  a  central  computer.  In- 
tellectual Property  Reserve  Corp.,  a 
Louisville  (Ky.)  firm,  is  one  of  the  par- 
ties fimding  Billings'  case,  which  he  esti- 
mates may  be  worth  $62.5  billion  in 
damages.  So  far,  the  returns  have  been 
more  modest,  with  BofA  recently  agi'ee- 
ing  to  pay  $125,000  for  a  license.  Billings 
says  even  that  settlement  wouldn't  have 
been  possible  without  his  backers,  who 
have  spent  well  in  excess  of  $500,000 


on  the  case.  For  its  part,  Novell  has 
pledged  to  fight  on,  arguing  that  its 
product  has  nothing  to  do  with  Billings' 
invention. 

Like  it  or  not,  investing  in  litigation  is 
catching  on.  Where  else  can  you  find  a 
success  rate  of  75.6%?  That's  the  per- 
centage of  cases  won  by  patent  hold- 
ers, according  to  a  data  base  set  up  by 
Intellectual  Property  to  evaluate  the 
risks  and  likeli-  f^lf^ 
hood  of  recov- 
ery in  such 


BETTING  ON  UTI6ATI0N 

Intelleciual  Property  Reserve  Corp.,  one  of  several 
companies  that  invest  in  patent  litigation,  receives 
up  to  40%  of  the  recovery  if  a  suit  is  successful. 
Some  suits  Intellectual  Property  is  currently  funding 


LAWRENCE  B.  LOCKWOOD  VS.  AMERICAN  AIRLINES  INC.: 
Invention  used  on  airline's  reservation  sys- 
tem that  allov/s  travel  agents  to  view  pho- 
tos of  hotels,  restaurant  menus,  and  other 
information  on  their  personal  terminals. 

INTERNATIONAL  ACADEMY  OF  SCIENCE  VS. 
NOVELL  INC.  AND  BANK  OF  AMERICA: 
Client-server  system  enables  computers  to 
share  information  through  a  centralized 
computer.  BofA  settled  case  by  purchas- 
ing a  license  for  $125,000. 

DENNIS  MERINO  VS. 
MARCHON  INC.  AND  TOYS 'R'  US: 
Bump  in  a  water  slide  sold 
as  the  Crocodile  Mile  with 
the  Boomerang  Bump. 

ALTON  WHEELER  VS.  POLAROID  CORP. 
Superimposed  images  on 
instant  photos. 

cases.  The  data  base  includes  about  7,700 
patent  cases  brought  over  the  last  17 
years.  "In  large  cases,  you  can  easily 
have  2,  5,  or  10  times  the  amount  invest- 
ed returned  within  a  year,"  says  Marc  E. 
Brown,  a  patent  lawyer  with  clients 
funded  by  Intellectual  Property. 

That  has  been  the  experience  of  an- 
other litigation  investment  outfit,  WBX 
Partners.  WBX,  in  San  Rafael,  Calif.,  has 


raked  in  more  than  $9  million  from  suit' 
alleging  infringement  of  the  water  bee 
patent.  To  bring  the  cases,  WBX  raise( 
more  than  $1  million  in  a  limited  part 
.nership  that  includes  the  water  bed'; 
creator.  Thirty  more  suits  are  pending 
Patent  Protection  Institute,  a  companioi 
company,  is  trying  to  unearth  other  liti 
gation  opportunities.  An  unrelated  firm 
Patent  Enforcement  Fimd,  in  Fairfield 
Conn.,  uses  its  capital  to  buy  stakes  ii 
patents.  Because  all  these  firms  cai 
claim  ownership  in  the  patents,  they  ge 
around  laws  in  some  states  that  bai 
sharing  proceeds  from  suits  with  thin 
parties,  a  practice  known  as  champerty 
At  Intellectual  Property  Reserve,  in 
ventors'  claims  must  be  considered  no 
only  valid,  but  valuable.  In  exchang( 
for  legal  fees  and  court  costs,  paten 
holders  give  up  as  much  as  40%  of  th< 
recovery— an  arrangement  comparabh 
to  contingency  fees  used  by  plaintif 
lawyers.  The  resources  of  target  defen 
dants  must  also  be  evaluated.  "We  do  i 
very  extensive  investigation  to  be  surf 
the  case  is  justified,"  says  compam 
President  Robert  W.  Fletcher 
"These  are  not  finvolous  suits." 
GOING  AWRY?  All  these  firms  con 
tend  they  are  helping  small-time  in 
ventors  by  forcing  corporations  t< 
pay  them  properly  for  their  innova 
tions.  But  companies  and  their  law 
yers  say  that  making  profits  fron 
suits  perverts  the  judicial  process 
which  is  intended  to  compensate  in 
jured  parties,  not  make  investors 
rich.  "Once  you  start  syndicating 
hurts  and  wrongs,  the  whole  theory 
behind  the  justice  system  goe; 
awry,"  says  Michael  Epstein,  wh( 
defends  companies  against  patent 
infringement  suits. 

But  what  happens  when  inventor! 
want  protection  from  future  infring 
ers?  Fletcher  has  the  answer  witl 
Intellectual  Property  Insurance  Ser 
vices  Corp.,  a  firm  that  writes  in 
surance  policies  triggered  in  th( 
event  of  litigation.  The  policies  worl 
like  most  others,  with  patent  holdem 
paying  premiums  for  a  desire( 
amount  and  type  of  coverage.  / 
$500,000  policy  to  insure  one  patent; 
for  instance,  costs  $3,043  annually 
Since  1991,  the  company  has  insure( 
about  1,000  patents  and  is  collecting 
some  $500,000  in  premiums  a  year. 

With  resom'ces  mounting  for  individu', 
al  inventors,  corporations  may  feel  thejl 
need  to  brace  financially  for  an  avai 
lanche  of  patent  litigation.  But  not  t(j 
worry.  Another  firm  plans  to  offer  cor 
porate  defendants  insurance  coverag(| 
for  such  suits  by  the  end  of  the  year.  ' 
By  Linda  Himelstein  in  New  Yorh 
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SOMETIMES  WHEN 

YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THEWOED 


Okay,  so  you're  not  the  kind  of  person 
•shout  it  from  the  rooftops.  Maybe  a  global 
:  is  more  your  style.  An  international 
leoconference,  even  better 
At  Sprint,  we  grasp  the  concept.  And 
believe  in  great  ideas.  After  all,  we  had 
ough  faith  in  a  little  thing  called  fiber 
I  tics  to  launch  a  global  nen\'ork  back  in 
'  86.  And  today  we're  the  only  communica- 
I  ns  company  to  offer  local,  global  and 


cellular  capability.  Not  to  mention  the  power 
to  communicate  with  over  290  countries 
and  locations  around  the  world  and  a  con- 
nection so  clear  you  could  hear  a .  ..well, 
you  know. 

But  alas,  man  does  not  live  by  tech- 
nology alone.  So  it's  nice  to  know  there's  a 
communications  company  you  can  actually 
communicate  with.  At  Sprint,  we  place 
more  value  on  helping  people  move  forward. 


9i  Sprint  C 


\  Company  L  P 


Be  there  now 

1-800-PlN-DROP 


than  getting  them  back.  That  means 
delivering  the  future,  rather  than  just 
promising  it. 

So  the  ne.xt  time  you  have  a  great  idea, 
don't  be  shy.  And  don't  wait  for  someone 
else  to  bring  you  the  technology  that  lets 
you  spread  the  word. 

Because  with  Sprint  you  have  the  world 
now.  And  the  power  to  share  it  with  anyone, 
anywhere,  anytime. 


Sprint 


1984 


1986 


Merrill  Lynch  establishes 
Business  Financial  Services 
to  meet  the  needs  of 
small  businesses.  , 


SLx  times  over  a 
week,  Merrill  Lynch 
broadcasts  national 
teleconference  on 
the  Tax  Reform 
Act  of  1986  to 
100,000  mvestors. 


198? 

Merrill  Lyn 
recommends 
clients  conside 
bonds  and  inten 
rate-sensitive  stock 
in  anticipation  of 
lower-than-expected 
inflation. 


FIVE  HUNDREEI 


Recognizing 
effect  of  spira 

In  recognition  interest  rates  ar 

of  clients' needs  for  .  Survey  of  investment  clients' resulting 

trust  and  estate  officers  names  credit  needs, 

planning  services,  Merrill  Lynch  as  the  Merrill  Lynch  begin 

we  establish  most  helpful  firm  in  the  development  of  an 

Merrill  Lynch  .   aftermath  of  the  October  innovative  array  of 

Trust  Company.  market  decline.  home  mortgages. 

1985  1987  1989 


1993  Merrill  Lynch,  Pierce,  Fcnner  &  Smith  Inc.  Member  SIPC. 


1990  1992 

Merrill  Lynch  As  early  as  election 

forms  its  day,  Mcmll  Lynch 

Insurance  Group  advises  investors  to 

to  provide  an  consider  municipal 

expanded  array  bonds  in  view  of 
of  retirement  and                                                  .    potential  tax 

estate  planning  increases.  .  . 

opportunities. 


MLLION  DOLLARS 


To  help  Americans 
focus  on  the  need  to 
save  for  retirement. 

With  money  market  Merrill  Lynch  takes 

rates  still  nearly  6%,  a  leadership  role 

Merrill  Lynch  alerts  in  the  401  (k)  market 

clients  not  to  get  by  developing 

caught  short  and  to  educational 
lengthen  maturities.  programs  for  clients. 

1991  1993 


It  would  take  10  years  to  show  you  why  our  cHents 
entrust  us  with  this  much  money. 

Ten  years  of  milestone  events  that  show  our  Financial  Consultants'  dedication 

to  giving  clients  the  soundest  financial  advice  possible,  their  commitment  to  helping  clients  achieve 

their  financial  goals  and  our  knowledge  of  economic  and  investment  trends. 

The  substantive  reasons  why  there  are  a  half  trillion  dollars  held  in  Merrill  Lynch  client  accounts. 

This  past  decade  has  made  a  difference  in  our  clients'  financial  fumre. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 
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It  Can  Answei; 
It  Can  Even 


With  Compaq  learning  tools,  our  free  24- 
bour.  7-day  hotline  and  3-year  warranty, 
you  gel  all  of  the  support  you  need. 


IntroclucinsJ  the  all-in-one 
Compaq  Prcsario.  It's  much 
more  personal  than  other 
personal  computers.  Case  in 
point.  The  built-in  answering 
machine  actually  gives  every- 
one you  live  with  their  own 
Personal  Message  Center.  So 
it  records  vour  voice.  And 
Sallv's.  And  Dean's.  And  so 
on.  Plus,  there's  a  built-in  fax 
that  allows  vou  to  send  and 
receive  documents  right  from 
your  computer 

Even  more  personal  is  the 
way  it  answers  your  questions. 
Quickly,  directly  and  in  plain 


There  s  no  reason  to  spend  ajortune  huymg 
software  Huh  PFS  WindowWorks  the  busies 
are  alrcaJi  included 


"Hi.  You've  reached  Sally 
and  Dean.  We  can't  answer 
the  computer  right  noiv,  :;o 

leave  a  message  after  jou 
hear  the  beep  ..." 


D  199!  Compaq  Compiner  Corporation  All  rights  reserved,  Compaq  and  the  Compaq  logo  registered  U  S  Patent  anil  Trademark  Office.  Presano  and  Personal  Mtsi 
warranty,  tontaet  the  Compaq  Customer  Support  Center  The  Intel  logo  is  a  trademark  of  Intel  Corporation. 


DUR  Questions. 
ER  Your  Phone. 


Save  time  (and  money).  The  award-wmning 
program  Quicken  can  help  you  get  all  of 
your  personal  finances  m  orjer- 


English.  (Remember  when  vou 
needed  help  just  to  find  the 
Help  command?) 

Finally,  its  all-in-one  desi^m 
not  only  saves  space  on  your 
desk,  it  makes  settina  up  the 
Presario  about  as  easy  as  plug- 
ging in  a  toaster.  And  it  comes 
with  six  software  programs  - 
all  the  essentials  so  vou  can 
get  started  right  away.  With 
Presario,  we  want  you  to  be 
able  to  do  everything  with 
your  computer  Except  waste 
time  getting  started. 

For  more  information  on 
Presario,  or  for  a  nearby  lo- 
cation where  you  can  take  a 
ckxser  look,  just  give  us  a  call 
at  1-800-345-1518. 

COMPAQ 


>f  Compacj  ComputtT  Corpi 
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THE  FUTURE  OF 
TECHNOLOGY  IN 

EDUCATION 
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PART  ONE: 

RE-ENGINEERING 

SCHOOLS 


n 


Organizational 

Theory 
Perspective 


foday,  human  knowledge  roughly 
douhles  each  year,  and  the  shell  lile 
ot  expertise  grows  shorter  each  day. 
The  Economist  has  estimated  that  an 
M.B.A.  degree,  for  example,  will  hold  you  in 
good  stead  tor  no  more  than  eight  years.  In  high- 
tech industries,  many  eiiiployees  have  to  retool 
-  or  train  tor  completely  new  jobs  -  after  two  or 
three  years.  Knowing  how  to  learn  is  the  key 
qualification  for  the  vast  majority  ot  jobs  in  the 
Knowledge  Age. 


We  hear  a  great  deal  about  the  information 
explosion  -  the  astonishing  increase  in  our 
ability  to  collect  and  process  data,  and  the 
resulting  bombardment  of  people  and  institu- 
tions by  massive  quantities  ot  information. 
The  challenge  is  to  respond  with  a  learning 
explosion  -  an  approach  to  acquiring,  manag- 
ing, and  creating  knowledge  that  bursts  the 
normal  confines  of  how  we  think  about  learning 
by  treeing  it  from  fixed  places,  times,  subjects 
and  sequencing. 

But  to  ignite  the  learning  explosion,  we 
need  to  rework  many  of  our  institutions  so  tha 
they  promote  rather  than  discourage  continu- 
ous, collabcirative  learning.  We  have  to  accept 
the  notion  that  organizational  life  as  we  have 
known  it  is  a  relic  ot  the  past. 

Most  ot  us  have  come  to  terms  with  this 
tact  of  life  as  it  relates  to  the  workplace.  We're 
not  even  sure  we're  on  firm  ground  when  we  usi 
the  term  "workplace."  As  business  professor 
Shoshana  Zuboft  has  pointed  out,  today's  work- 
place may  no  longer  be  a  "place"  at  all,  but 
rather  "an  arena  through  which  information 
circulates,  information  to  which  iiitellective 
effort  is  applied."  The  arena  may  not  be  -  prob-' 
ably  cannot  be  -  the  kind  of  self-contained 
enclosure  that  we  associate  with  the  workplace 
of  the  past.  It  is  more  likely  to  be  defined  by 
a  question  -  a  quest  for  knowledge  -  than  by 
a  building,  an  organizational  chart,  or  even  a 
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THE  FUTURE  OF 
TECHNOLOGY  IN 

EDUCATION 


itegic  plan.  It  is  more  likely  to  be  defined  hy 
roblem  or  a  process  than  hy  a  production  plan. 
Technology  has  so  dramatically  altered 
;anizational  lite  that  its  chroniclers  have 
i  to  search  their  on-line  thesauruses  for  lan- 
ige  to  descrihe  the  new  ways  that  we  humans 
/e  heen  finding  to  assemble  and  re-assemhle 
•selves. 

Back  in  the  eighties,  before  our  organizations 
re  "re-engineered,"  they  were  being  "rein- 
"ited."  More  recently,  Peter  Drucker  wrote 
)ut  the  "information-based  organization," 
J  Japanese  organizational  theorist  Ikujiro 
maka  described  the  "knowledge-creating 
npany."  Other  writers  have  envisioned  the 
uster  organization,"  which  brings  teams 
;ether  to  solve  a  problem  and  disbands  them 
en  the  job  is  done,  and  the  "learning  organi- 
ion,"  whose  mission  is  the  creation  and 
nsfer  of  knowledge. 

Educators  are  also  reaching  for  ways  to 
;cribe  their  enterprise  that  reflect  the  values 
the  information  age,  stressing  the  sharing  ot 
owledge  rather  than  its  acquisition.  They 
■ak  of  collaborative  cultures  and  cooperative 
ming.  As  Harvard  educator  Howard  Gardner 
tes,  "Many  educators  today  are  adopting  the 
taphor  of  a  community  to  distinguish  schools 
m  older  organizational  models  -  for  example, 
)se  based  on  factories  and  industrial  organiza- 
ns  ~  in  which  administrators  imposed  the 
mda  from  the  top  down.  They  point  out  that 
a  coimmunity,  everyone  has  a  voice." 
Whatever  it  is  called,  the  organization  that 
low  evolving  moves  beyond  the  Taylor  model 
e  Tinker-Taylor'Soldier'Spy .) ,  and  is  based 
t  on  hierarchies  or  technologies,  but  on  peo- 
■.  It  is  a  loose  and  flexible  structure,  stressing 
[laboration  and  communication  rather  than 
rallel  study  and  solitude.  It  equips  people 
th  the  tools  they  need  to  create  and  share 
w  information,  so  that  when  an  individual 
irns,  the  whole  enterprise  profits. 
Toward  a  New  Instructional  Model 
lese  kinds  ot  changes  are  affecting  a  \'ast 
ay  of  organizations  in  the  private  and  public 
:tors  -  manufacturers,  service  companies,  hos- 
als,  research  institutions,  community-based 
^anizations.  We  can  no  longer  assume  that 
lools  are  exempt  from  these  changes,  or  that 
;y  can  stay  the  same  and  still  produce  graduates 
lo  can  succeed  in  tomorrow's  workplace. 
iiness  Week/ November  15.  1993 


Multimedia  formats  engage 
learners  of  all  ages . 


John  Clement,  an  educational  technologist 
at  the  National  Science  Foundation,  puts 
it  this  way:  "In  years  to  come,  most  of  us  will 
be  involved  in  work  that  involves  tapping 
information  from  far-flung  locations,  bringing 
it  to  a  point  in  one's 
own  mind,  and  then 
pouring  it  out  into  a  col- 
laboration. We'd  better 
make  schools  that  work 
that  way  as  well.  But  as 
things  stand,  our  schools 
don't  look  at  all  like 
the  workplace  of  today, 
much  less  the  workplace 
of  the  future.  Today's 
schools  are  preparing 
people  for  the  workplace 
of  1953." 

There  are,  of  course,  differences  between 
schools  and  other  kinds  of  work  settings.  At 
least  for  younger  students,  classrooms  will 
always  be  "places"  in  the  traditional  sense  - 
preferably  close  to  home.  In  fact,  many  more 
students  will  study  without  leaving  home  at 
all.  Tomorrow's  technologies  will  blur  the 
boundaries  between  home  and  school,  allowing 
parents  to  draw  on  electronic  resources  in  order 
to  assemble  educational  experiences  at  home 
"learning  stations"  that  reinforce  or  extend  the 
kinds  of  learning  their  children  are  exposed  to 
at  school.  Recognizing  that  parents  are  eager 
to  get  in  on  the  technology  act,  software  com- 
panies are  responding.  Last  month,  Microsoft 
announced  its  national  Parent  Technology 
Night  program  -  back-to-school  nights  designed 
to  familiarize  parents  with  new 

technologies  that  can  be  used  at  Tomorrow's  schools  will  not  be 

home  to  support  their  children's 

education,  "schools  without  walls,"  but 

More  parents  may  choose  to 

embark  on  the  adventure  of  home  rather  schools  whose  walls  do 

schooling,  relying  on  networks  to 

access  instructional  courseware  and  HOt  COtlfine  leamillg. 

give  their  children  broad  contact 
with  iither  learners.  Some  companies,  like  the 
Learning  Company,  sold  educational  courseware 
to  parents  before  approaching  the  school  market, 
and  continue  to  stress  home  sales. 

Most  students  will  continue  to  learn  in  class- 
rooms. Tomorrow's  schools  will  not  be  "schools 
without  walls,"  but  rather  schools  whose  walls 
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New  tcchnulugics  aliuw 
children  Ui  work  toward  clear 
fioah  at  their  own  pace. 


do  not  confine  learnin>^.  In  coinmi;  decades, 
new  technologies  and  wider,  taster  networks 
will  allow  students  and  teachers  in  neif^hhor- 
hood  schools  to  use  the  world  at  large  as  their 
classroom,  and  each  other  as  guides.  New 
learning  systems  will  allow  children  -  working 
alone  or  in  groups  -  to  define  and  solve  prob- 
lems, working  toward  clear  goals  at  their  own 
pace,  in  a  format  and  sequence  suited  to  their 
own  learning  styles. 

But  all  of  these  changes  mean  putting  aside 
long-estahlished  models  of  educational  technol- 
ogy: IBM's  chief  executive  Lou  Gerstner  puts  it 
this  way:  "When  you  think  about  our  basic 
educational  technology  in  its  broadest  sense, 
we're  still  in  the  nineteenth  cetitury.  We  still 
have  a  person  stand  in  front  of  24  to  40  persons, 
talk  to  them  about  a  textbook  that's  sitting  in 
front  of  them,  and  then  send  them  off  to  all  do 
the  same  exercises  from  that  book." 

Says  John  Clement,  "We  take  for  granted  a 
classroom  model  that  comes  from  the  Middle 
Ages.  It  hasn't  changed  discernibly  since  the 
Venetians  taught  fractions  to  groups  of  mercan- 
tile students  in  the  mid- 15th  century.  In  this 
country,  the  instruction  hasn't  changed  much 
since  the  early  1800s.  We  need  to  move  away 
from  that  model,  and  we  have  two  ways  to  go. 
We  can  sharpen  our  focus,  individualizing  edu- 
cation; and  we  can  widen  the  focus,  expanding 
the  scope  of  education.  By  using  technology, 
we  can  do  both."  ▲ 


Tinker-Taylor-Soldier-Spy  » 

i' 

Perhaps  the  real  power  of  new  technologies- 
is  that  they  allow  us  -  indeed,  force  us  -  to  • 
scrap  outmoded  assumptions  about  how  wel 
organize  school  buildings  and  school  days,  j 
and  how  we  structure  curricula. 

They  are  helping  us  to  explode  four 
pervasive  myths  of  school  reform  -  false 
assumptions  that  lock  our  thinking  in  obso- 
lete models  and  block  the  impulse  to  imagint 
a  better  way.  These  assumptions  are  so 
deeply  ingrained  in  our  thinking  about 
schools  and  schooling  that  they  tend  to  be 
virtually  invisible.  Our  shorthand  for  these 
interlinking  myths  is  "Tinker-Taylor-Soldier- 
Spy."  They  represent  the  most  daunting 
obstacles  to  change. 

■  The  "Tinker"  Myth:  That  we  can  create 
schools  for  the  twenty-first  century  by 
tinkering  with  the  ones  we've  got  -  by  devis- 
ing new  standards  and  new  tests;  adding 
enrichment  programs;  or  bolting  tomorrow's 
technology  to  today's  pedagogy. 

■  The  "Taylor"  Myth:  That  we  can  succeed 
with  schools  whose  structure,  management 
and  routines  are  rooted  in  the  organizationa 
model  developed  by  Frederick  Winslow 
Taylor  and  popularized  by  Henry  Ford  nearly 
a  century  ago. 

■  The  "Soldier"  Myth:  That  regulation  and 
regimentation  are  essential  to  the  success 
of  our  educational  enterprise.  We  talk  abou, 
valuing  diversity,  but  for  the  most  part  we 
provide  instruction  that  assumes  that  all 
of  our  students  have  the  same  needs  and 
learn  in  the  same  way,  at  the  same  pace,  ir 
the  same  formats,  in  the  same  language.  ( 

■  The  "Spy"  Myth:  That  in  education  (as  inj; 
espionage)  ownership  of  knowledge  is  our  i 
highest  value,  and  the  transfer  of  informa- 
tion our  most  urgent  objective.  We  pay  lip 
service  to  developing  higher-order  thinking 
and  autonomous  learning  skills,  mindful 

of  the  fact  that  even  entry  level  jobs  are 
becoming  more  demanding.  But  we  rely  on 
instructional  formats  that  give  learners  few 
opportunities  to  formulate  or  grapple  with 
complex  problems,  working  with  peers 
or  on  their  own,  over  an  extended  period 
of  time. 


Chryslers  Mike  Duvall  has  a  second  job. 
And  the  benefits  are  endless. 
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Chrysler  Corporation's  "World  of  Work"  program  focuses  on  helping  children  understand  how  achieving  a  good  Education  can  lead  to 
ter  jobs  and  more  fulfilling  lives.  It  provides  a  link  between  the  world  of  school  and  the  demands  of  the  workplace.  The  program  is  in  50  sites  and 
over  2,000  Chrysler  employees  participating,  all  helping  to  make  a  difference.  A  recent  study  revealed  that  participation  in  the  program 
)roved  children's  educational  skills,  attendance  and  desire  to  learn. "  Wodd  of  Work"  is  just  one  of  several  educational  programs  initiated  and 
eloped  by  Chrysler  Corporation.  It  your  company  is  interested  in  learning  more  about  our  programs, 

CHRYSLER 

^,   ,  ^         r,      ^    ,  CORPORATION 

te  to  Chrysler  Corporation,  Education  Coordinator,  12000  Chrysler  Drive,  Highland  Park,  MI  48288.    chpysier  pivmouih  ■  dodge  dodoe  irucks  jeep,  ejole 
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Multimedia 


^HHH  cknowledging  the  limitations  of  the 

PHH||  standardized,  one-size-fits-all  textboi 
AlB  (see  Tomorrow' s  Textbook.),  teachei 
in  schools  across  the  nation  are  alreal 
using  a  wide  range  of  other  technologies,  like 
videodiscs  and  CD-ROM,  to  meet  their  studen 
specific  educational  needs. 

These  technologies  move  us  light  years 
beyond  the  tedious  drill  that  early  educationa 
software  promoted,  and  allow  highly  engaging 
activities  like  multimedia  simulation.  Of  cour 
they  are  not  in  use  everywhere,  and  assuring 
equity  is  an  urgent  priority.  But  there  are  islanc 
of  innovation  in  every  state  that  serve  as  mode 
for  other  schools  and  school  districts. 

Filmstrips.  Remember  filmstrips?  We  all 
threw  spitballs  while  Artie  or  Joe  -  the  kid  fro 
the  AV  committee  whose  shirt  never  stayed 
tucked  into  his  pants  -  threaded  the  film  throi 
the  projector.  The  only  thing  that  could  stop 
the  action  was  a  jam:  the  frame  would  break  o 
better  yet,  melt  -  the  only  exciting  special  effc 
offered  before  the  1980s. 

Videotapes.  Virtually  every  school  in  Amer 
now  owns  a  VCR  -  and  when  the  teachers  ca 
program  them,  the  first  graders  lend  a  hand 
With  the  VCR,  teachers  could  stop  the  action 
pose  or  answer  questions  about  the  presentatioi 
repeat  a  segment,  or  introduce  supplementa 
material.  And  the  range  of  visual  material 
became  much  broader  -  including  a  wide  varie 
of  programs  aired  by  the  nation's  public  broac 
casting  companies. 

"The  young  leaders  of  today  -  the  enginee 
the  entrepreneurs,  the  doctors  and  teachers 
all  toddled  on  the  sidewalks  of  Sesame  Streei 
and  Mr.  Rogers'  Neighborhood,"  says  Richard^ 
Carlson,  President  and  CEO  of  the  Corporatic 
for  Public  Broadcasting.  "Tomorrow's  leaders; 
have  the  same  opportunity.  Only  they'll  have 
even  more  choices." 

In  recent  years,  the  cable  television  indust 
has  been  very  active  in  wiring  schools  so  that) 
teachers  can  tape  its  many  educational  offerin 
Bobbi  Kamil,  Executive  Director  of  a  non-prof 
effort  called  Cable  in  the  Classroom,  says  t\ 
more  than  60  percent  of  schools  across  the 
nation  now  have  at  least  one  cable  hook-up 

Videodiscs.  By  the  late  1980s,  educatioii| 
discovered  the  videodisc  player  -  a  device 
that  plays  two-sided  discs  that  can  store  a 
huge  amount  of  text,  graphics,  sound,  still 
images,  and  video.  This  technology  was  wild!' 


-  1  Advertising  Section 


cessful  in  the  home  market,  but  offered  teachers  an 
itage  that  the  VCR  couldn't  match:  the  ability  to  move 

I  through  the  presentation,  in  a  sequence  selected  to 
:  t:ir  instructional  goals  and  their  students'  needs. 

'  deodiscs  represent  a  pioneering  effort  -  the  first 
lO  ssful  storage  medium  for  multimedia  instructional 
)p  zations.  But  they  may  soon  become  collectibles. 
;c  Lse  they  cannot  be  easily  converted  to  a  digital  format, 
0!  ;ourseware  developers  are  moving  over  to  CD-ROM. 

(;)-ROM.  By  1990,  schools  that  owned  personal 
jtiuters  were  beginning  to  use  them  to  run  multimedia 
iftiare^)n  an  internal  or  external  CD-ROM  drive. 
K(  cronym  stands  for  Compact  Disc  Read-Only  Memory, 
id  1  fact,  the  device  allows  you  to  "only  read"  -  that 
,;t;access  but  not  change  or  augment  or  otherwise 
aiiDulate  its  content. 

( )-ROM  brings  together  the  power  of  computers  and 
L  ipact  of  multimedia.  Like  videodiscs,  CD-ROM 
0;  ims  present  a  huge  amount  of  information  in  a  variety 
f<'Tiats.  Unlike  videodiscs,  they  store  information  in 
!ii  1  format,  so  it  can  be  easily  integrated  into  standard 
ffi  uter  applications.  And  they  are  cheaper:  if  a  school 
Tf  iy  owns  a  personal  computer,  adding  CD-ROM 
ility  typically  costs  less  than  four  hundred  dollars. 
'  R'OM  compresses  vast  libraries  of  data  onto  discs 
an  be  accessed  with  a  device  smaller  than  a  bread 
)x  in  some  cases,  much  smaller.  Sony  has  introduced 

■  ["liscman,  a  portable  CD-ROM  player  that  looks  like 

II  CD  player  but  has,  in  addition  to  sound,  a  flip-up 
creen  and  a  miniature,  full  keyboard.  It  combines 

Ui;:ainment  and  educational  technologies,  and  it  begins 
I  ?  iroximate  the  textbook  of  the  future.  It  provides  a 
OM  atlas  without  sacrificing  the  globe.  It  provides 
niitimedia  lesson  on  Mozart  without  sacrificing  the 
ar  in  the  comer  of  the  room. 
i  tworking:  Reach  Out  and  Teach  Someone 
y  i  king  computers  near  and  far,  networking  opens  up  a 
ni'irse  of  people,  ideas,  and  information.  It  provides  data 
» :  the  real  world  on  a  real-time  basis.  And  it  opens  up 
Kji5s  possibilities  for  dynamic  collaboration  among 
U(  Its  and  teachers. 

J  :al  Area  ISletworks.  Networks  can  connect  computers 

^ame  location,  via  copper  wire.  All  of  the  computers 
)i  J  up  to  this  local  area  network  -  whether  two  PCs  in  a 
asnom  or  dozens  in  a  computer  center  -  can  share  soft- 
ariipplications  and  data  files  from  the  same  file  server, 
ej  lers  and  students  can  collaborate  on  joint  projects. 

lecommunicating.  Add  a  modem,  connect  it  to  a 
It  lone  line,  and  you're  all  set  to  reach  out  and  teach 

■  ine.  Suddenly  the  Global  Village  is  no  longer  the 
I  it  futurists. 

c  Global  Schoolhouse  Project,  funded  by  the 

nal  Science  Foundation,  links  classrooms  in  different 


"The  most  exciting  learning  programs 
for  young  cliildren  tliis  year. . . " 


Wanm  Buckleitmr.  Editor 
Children 's  Software  Rei  new 


"I'm  good  at  everytliing 
wlien  I  play  with 
Millie  and  Bailey" 

Katie,  age  4 


Experts  agree. 

It's  fun  to  learn  with  software  from  Edmark,  the 
company  with  20  years  of  expertise  in  early  childhood 
education.  Our  award-winning  "kidware"  blends  solid 
computer  learning  with  delightful  computer  play,  for 
little  experts  ages  2  to  8. 
KidPesk  protects  your  files  while  your 
child  goes  exploring.  In  Millie's  Math 
House  (a  Parents'  Choice  winner)  and 
Bailey's  Book  House,  bright  colors  and 
lively  sounds  bring  early  math  and 
reading  to  life.  And  Thinkin'  Things 
makes  it  fun  to  learn  how  to  learn,  building 
memory,  creativit}'  and  logic. 
Most  importantly,  Edmark  software  creates 
a  cheeiy,  flexible,  always  positive 
environment  where  children  can  play 
and  learn  for  hours,  independently. 
You  and  your  little  expert  will  agree, 
on  software  from  Edmark. 
Available  at  stores  nationwide,  call 
1-800-691-2989  for  the  retailer 
nearest  you. 


MATH3 


Edmark 


Learning  Software  for  Little  Experts'" 
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"Educating  teachers  is  the 
first  thing  you  have  to  do 
when  you  bring  technology 
into  the  classroom." 


CRAIG  BARRETT 
Chief  Operating  Officer 
Intel  Cor/)(>rat[on 


countries,  allowing  teachers  and  students  to 
work  together  and  share  data. 

Al  Rogers,  who  directs  Fredmail  (Free 
Educational  Electronic  Mail  Foundation)  runs 
a  global  grocery  project:  kids  from  different 
countries  share  information  about  what  it  costs 
a  family  of  four  to  buy  groceries  for  a  week, 
what  their  shopping  lists  look  like,  who  does 
the  shopping,  and  who  eats  what.  It's  a  terrific 
curriculum,  combining  social  studies,  econom- 
ics, and  math.  And  it's  a  great 
ice  breaker  for  kids  who  may  be  shy 
about  sharing:  "You  mean  you 
actually  eat  that  stuff?" 

Through  a  program  sponsored 
by  BellSouth,  students  in  rural 
Tennessee  have  been  exchanging 
messages  with  a  student  in  Bosnia, 
who  reports  first-hand  on  his  experience  of  war. 
Today,  modems  connect  thousands  of  teachers 
and  students  in  far-flung  areas  of  the  globe.  But 
perhaps  the  most  important  hookups  are  those 
that  link  kids  who  live  in  nearby  neighborhoods 
of  the  same  city  -  communities  that  are  so  dif- 
ferent that  they  might  as  well  be  thousands  of 
miles  apart.  For  these  kids  and  teachers,  multi- 
cultural education  is  no  abstraction.  Networking 
allows  ongoing  collaboration  among  children 
whose  paths  might  never  have  crossed. 

Qetting  Wired.  About  60  percent  of  the 
nation's  colleges  and  universities  have  some  kind 
of  campus-wide  information  system  or  are  in  the 
process  of  installing  one,  according  to  survey  by 
CAUSE,  an  association  for  the  management  of 
information  technology  in  higher  education. 

Some  institutions  are  investing 
in  optical  fiber  cable  -  the  fastest 
communications  medium  now 
available.  Optical  fiber  cables 
carry  data  in  the  form  of  digitized 
light,  along  glass  strands  about  the 
size  of  a  human  hair. 

In  time,  optical  fiber  cable  will 
come  to  pre-collegiate  institutions 
as  well.  In  isolated  cases,  it  is 
already  happening.  A  public  high 
school  in  Illinois  is  among  those 
leading  the  way.  "We  are  now 
almost  totally  wired  with  fiber 
optic  cable,"  says  Stephanie  Pace 
Marshall,  principal  of  Illinois 
Math  and  Science  Academy,  a  Tiimonow's  schixAs  ivill  he  electronic  learning  cummumnes. 
public,  three-year  residential  high    In  same  places,  it's  already  hiippenm^. 


school  for  students  talented  in  math,  science,  an 
technology.  She  characterizes  the  school  as  an 
electronic  learning  community,  and  says  that 
much  of  the  curriculum  is  grounded  in  the  da 
that  teachers  and  students  retrieve  from  Interne 
-  a  global  computer  network  that  links  scholars 
around  the  world. 

Qetting  on  the  Information  Highway. 
Over  the  next  decade,  these  networks  will  link 
students  and  teachers  with  the  National  Researc 
and  Education  Network  (NREN),  an  ultra-fast 
super-network  of  computers  designed  to  mesh  al 
of  our  nation's  major  intellectual  resources. 
Legislation  creating  the  NREN  became  law  late 
last  year.  Originally,  this  "electronic  highway" 
was  supposed  to  connect  only  the  nation's  feder- 
ally funded  research  facilities  and  supercomputer 
centers,  but  vigorous  lobbying  by  educators 
and  librarians  persuaded  lawmakers  to  include 
their  facilities.  As  a  result,  NREN  may  give 
the  nation's  16,000  school  districts  unprece 
dented  access  to  state-ot-the-art  research  anc 
new  curriculum  possibilities. 

The  plan  has  sparked  some  controversy  amon 
educators.  Some  want  to  see  mechanisms  built 
into  NREN  to  ensure  fair  access  for  all  users 
And  many  school  administrators  say  that  thei 
students  won't  benefit  from  an  information 
highway  until  they  have  an  on-ramp  -  in  the 
form  of  a  telecommunications  infrastructure 
that  includes  not  only  desktop  computers,  tele- 
phones, and  modems,  but  also  teachers  trained 
to  use  them.  No  matter  what  technology 
you  introduce,  they  say,  timely  and  effective 
professional  development  is  the  key.  A 


WITH  A  C D ,  THE  SENSATION 

GROWLS,  SHAKES  and  SNARLS,  BuT 
WHERE  YOU  BUY  IT  WONT  SCARE  YOU. 


It  shouUn't  siirpisc  you,  cither,  to  jiud  CD-ROM  mnltrnKclui  compitiiig  at  Radio  Shack.  Because  we've 
always  Inoiiglil  technology  domi  to  earth  jor  your  jamily.  This  tunc,  unth  the  Tandy  Saisation.  This  IBM®  PC 
amifatihlc  does  things  you've  never  scai  a  ^'sonal  comimter  do.  Like  teach  your  kids  in  stcra)  sound,  with  pictures  |".' 
thnt  imvc.  Proindc  vokc  huiiI  jor  the  u'liolt  Ja)nil)'.  Even  send  and  rccave  faxes.  So  it's  no  surpise  tluU  the 


Samtion  received  BYTE  Magazine's  User's  Clioice  Award.  But  tliai,  taking  tlie  myslaj  and  confusion  out      ^r^  -'-J^™ 
oj  consinm-  clectronKS  is  what  Radio  Shack  is  all  about.  Bring  your  family  to  sec  tlu:  Sensation  today. 
At  a  ihce  u'lurc  tlK  latest  taliiiology  iiiiglit  tmn[ili'  and  roar,  hut  it  ca-tainly  won't  hite.  Radio  Jhaeli 
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N 'f  (_)  doubt  about  it,  there  are  marvelous 
multimedia  technologies  already  in  use 
in  many  classrooms  across  the  nation. 
But  they  have  critical  limitations. 
Videodiscs  store  audio  and  video  in  a  data 
format  known  as  analog,  which  is  ditticult 
and  expensive  to  distribute  over  a  network. 
Using  a  videodisc,  you  can  select  and  display 
sequences  in  any  order  that  you  choose;  hut 
you  can't  edit  or  update  content,  and  you  can't 
deliver  programs  on  file  servers  to  individual 
students. 

Data  stored  in  a  digital  format  on  CD-ROM 
can  be  distributed  over  a  local  area  network, 
provided  you  have  the  required  networking  and 
communications  technologies.  But  a  CD-ROM 
disc  may  not  have  sufficient  storage  capacity  for 
comprehensive,  interactive,  multimedia  course- 
ware; and  once  the  disc  is  pressed,  its  contents 
cannot  be  augmented  or  updated. 


Bill  Ahrams  of  ABC  InterActive  says 
that  as  more  flexible  media  begin  to  mature, 
companies  like  his  -  which  now  rely  heavily  on 
videodiscs  arid  CD-ROM  -  will  .shift  to  other 
platforms.  "We're  in  the  business  ot  making 
programs  and  communicating,"  he  says.  "We 
can  do  it  on  pizza  boxes  it  that's  the  medium 
that  people  want." 

Pizza  boxes?  Who  knows....  But  this  much 
is  clear:  the  next  generation  ot  educational 
technology  will  leapfrog  over  current  devices, 
coiiibining  the  best  features  ot  today's  multime- 
dia technologies  and  networking  to  create 
powerful  computer-mediated  learning  systems. 

By  1995,  the  ability  to  access  high 
quality  multimedia  instniction 
over  standard  local  area  networks 
will  be  generally  available. 

Mediated  Learning  Systems 
The  era  ot  the  stand-alone  compute 
sitting  on  the  teacher's  desk  is  fast 
drawing  to  a  close.  Recent  break- 
throughs in  hardware  and  software, 
as  well  as  networking,  make  possible 
learning  systems  that  were  the  stuff 
of  scieiice  fiction  only  five  years 
ago.  (See  Tomorrow's  Classroom.) 
It's  a  matter  of  refining  and  combin- 
ing capabilities  that  already  exist: 
Key  Breakthroughs.  We  now 
have  at  our  disposal  practical, 
cost-effective  means  tor  encoding 
stiunds  and  moving  images  into 
information  bits  so  that  they  can  be  compressed 
arid  stored  efficiently  in  computer  files.  But 
digitizing  multimedia  is  not  enough.  To  make  it 
practical  for  instructional  purposes,  we  needed 
an  efficient  way  to  deliver  it  to  many  students 
at  the  same  time.  We  now  have  that  capability 
as  well.  We  can  store  large,  interactive  multi- 
media courseware  on  a  multimedia  file  server. 

Tine  advantages  ot  electronic  storage  and 
access  are  tremendous.  Hardware  costs  shrink 
significantly.  It  doesn't  take  a  supercomputer  to 
operate  a  learning  system  that  feeds  multimedia 
courseware  to  dozens  ot  learning  stations.  It 
can  be  configured  with  personal  computers  run- 
ning either  ot  the  two  most  common  operating 
systems  -  Windows  or  Macintosh.  But  most 
importantly,  digital  multimedia  inakes  it  possible 
to  individualize  curriculum  as  never  before. 

Working  on  their  own  at  individual  learning 
sratioiis,  students  can  download  and  decompress 
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Meet  Jackie  and  Jose  -  students  enrolled  in 
intermediate  algebra  at  Middletown  High  in  1997. 
On  Mondays,  the  whole  class  meets  with  their 
teacher  to  ask  questions,  get  a  sense  of  where 
they're  heading,  and  find  out  how  the  problems 
they've  been  solving  fit  into  the  overall  curriculum. 
But  this  is  Tuesday.  Jackie  and  Jose  report  to  the  "Mediated  Learning  Center," 
where  students  work  at  networked  learning  stations.  Each  one  can  access 
instruction  in  a  variety  of  formats  -  text,  hypertext,  graphics,  animation,  simula- 
tion, visualization,  and  full-motion  audio  and  video. 

Jose  begins  at  lesson  six  of  the  intermediate  algebra  curriculum,  and  Jackie 
at  lesson  seven.  The  instructional  program  contains  a  pre-test  that  pinpoints 
the  best  starting  place  for  each.  But  they  don't  have  to  proceed  in  any  particular 
order.  Each  student  can  navigate  through  a  topic  or  lesson  over  a  number  of 
distinct  pathways,  at  his  or  her  own  pace. 

That  doesn't  mean  it's  a  free-for-all.  Not  by  a  long  shot.  The  students  are 
working  towa;d  specific  performance  goals,  and  they  can  spend  as  much  time  as 
they  need  to  achieve  them  -  working  on  a  given  topic,  exercise,  problem,  or  skill- 
building  activity.  The  students  get  feedback  as  they  work,  when  it  is  most  useful, 
as  well  as  more  thorough  individual  progress  reports  at  regular  intervals,  so  that 
they  can  monitor  and  regulate  their  own  progress.  When  they  need  more  help, 
they  can  access  video  clips  of  top-notch  teachers  explaining  particular  concepts 
or  clearing  up  common  misconceptions. 

Jackie  stays  for  two  hours.  She's 
always  been  frustrated  that  the  standard 
40-minute  class  ends  just  as  she's  hitting 
her  stride.  And  she  enjoys  spending  some 
time  with  the  tutor  who  is  always  on-site 
and  available  for  individual  and  small 
group  help. 

Jose  absorbs  the  material  better  in 
shorter  spurts,  so  he  leaves  after  half  an 
hour,  with  plans  to  return  later.  As  he 
leaves  the  learning  station,  he  takes 
along  a  personal  academic  notebook  -  a 
set  of  printed  materials  and  exercises  in 
two  languages  that  are  geared  specifically 
to  his  strengths  and  weaknesses.  It 
may  be  supplemented  by  videotapes  or 
exercises  on  floppy  disks. 

Where  are  the  teachers?  They  are  in 
school,  working  with  small  groups  and 
meeting  with  individual  students.  They  are  teaching  courses  that  do  not  lend 
themselves  to  technology-mediated  instruction.  They  are  supervising  mentors. 
And  they  are  developing  new  curricula.  Teachers  remain  the  heart  and  soul  of 
the  institution,  but  they  are  freed  up  from  many  of  the  more  mundane,  repetitive 
instructional  tasks,  such  as  scoring  tests  and  keeping  records. 

Mediated  learning  meets  the  needs  of  a  broad  spectrum  of  students  -  those 
who  can  move  quickly  through  the  material,  those  who  benefit  from  a  slower  pace, 
those  for  whom  English  is  a  second  language,  and  those  who  have  disabilities. 
And  perhaps  most  importantly,  it  gives  students  more  control  over  their  own 
learning,  so  that  they  can  master  the  autonomous  learning  skills  that  are  so 
essential  in  the  Knowledge  Age.  ▲ 
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Sf'hool  District  9  in  the  South  Bronx.  A  story  with  two  sides,  hoth  good 


What's  lui[)|)(Miiri*^  in  tlir  South  Bronx  is  a  K^sson  in  what  can  he  donr  (and  liow 
(juickly)  when  a  rcsoiMcclnl  su|)(M  int('n(l(Mit,  dedicated  teachers  and  school  hoards  join 
forces  with  cornrnunitv  t^roups,  corporate  sponsors  and  the  riglit  t<'chnologv.  After  vean 
ol  downward  spiral.  District     is  itTiprovin<i  hevond  expectations,  with  students  not 
just  (loin*;  l)ett<M;  hut  doing  well. 

I  B\1  systems  and  coursevvan*  were  instrumental,  hut  the  voluntarv  efforts  of 
individual  i  BVIers  are  a  source  ol  special  pride.  Vloslfy,  though,  we  salute  the  teacliers, 
parents  and  studcjits.  I  he  reaf  story  is  tlieirs. 
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Most  Students  now  spend  at  least  some  time  each 
month  working  in  small  groups  or  exploring  topics  on 
their  own.  But  by  and  large,  the  stand-and-deliver  model 
dominates  today's  classrooms  -  especially  from  junior 
high  on:  a  teacher  stands  in  front  of  a  group  of  30  to 
40  students  in  most  schools,  and  up  to  200  students 
in  some  colleges,  and  presents  lessons  tied  to  the  structure  of  a  textbook. 

In  fact,  once  a  textbook  is  adopted  for  use  in  a  particular  class  or  course,  its  influence 
over  the  educational  agenda  and  learning  activities  may  be  greater  than  that  of  the 
instructor.  And  the  better  the  textbook  -  the  more  comprehensive  it  is,  the  more  attentive 
to  sequence  and  pacing  -  the  greater  the  burden  it  may  place  on  teachers. 

Talk  to  people  in  publishing  and  in  academia,  and  you'll  hear  a  variety  of  opinions 
about  the  future  of  the  textbook.  Some  will  say  that  it  will  soon  be  extinct.  "It's  a  ques- 
tion of  when,  not  whether,"  says  educational  consultant  John  Noon,  "because  dynamic 
concepts  cannot  be  effectively  expressed  in  print." 

Others  argue  that  the  textbook  is  eternal.  Doug  Chute  of  Drexel  University  argues 
that  "It's  got  an  unbeatable  interface...  You  can  put  it  in  your  pocket,  take  it  out  on  the 
bus,  and  flip  through  it  very  easily." 

In  fact,  the  textbook's  future  is  not  an  either/or  proposition.  Different  kinds  of 
technology  don't  always  replace  one  another;  they  often  co-exist.  After  all,  even  in  the 
age  of  RAM  and  ROM,  we  continue  to  rely  on  the  oldest  memory  devices  -  meter  and 
rhyme.  Even  in  the  21st  century,  we  won't  use  multimedia  programs  to  teach  children 
the  number  of  days  in  a  month.  We  will  teach  them:  "Thirty  days  hath  September..." 

So  the  question  is  not  whether  the  textbook  will  endure.  It  will.  Rather,  we  should 
ask  whether  it  should  continue  to  be  the  organizing  force  that  determines  much  of  what 
goes  on  in  our  classrooms. 

Textbook-centered  instruction  offers  some  advantages  over  computer-mediated 
learning  -  including  more  "contact  hours"  between  teachers  and  students.  But  when 
you  take  a  close  look,  this  benefit  may  not  be  as  significant  as  it  sounds  -  especially 
as  enrollments  climb.  Consider  a  ninth-grade  geometry  class  with  30  students.  If  a 
teacher  spends  25  minutes  of  a  40-minute  period  reviewing  yesterday's  lesson  and 
presenting  new  material,  the  amount  of  time  available  to  each  student  for  student- 
teacher  exchange  is  30  seconds. 

Student  diversity  is  another  key  consideration  -  as  it  must  be  for  anyone  involved  in 
instructional  design.  The  well-designed  textbook  supports  those  students  who  match 
the  profile  the  authors  and  publishers  had  in  mind  when  they  developed  it.  But  for  the 
student  who  does  not  fit  this  profile,  even  a  textbook  that  wins  good  reviews  from 

teachers  may  produce  an  inadequate,  and  potentially 
discouraging,  learning  experience. 

For  all  of  these  reasons,  tomorrow's  textbooks 
will  be  more  like  study  guides  -  personal  academic 
notebooks  that  accompany  computer-mediated  learn- 
ing systems.  They  will  provide  an  organizational  guide, 
mapping  out  possible  routes  through  the  courseware, 
as  well  as  guidelines  for  evaluating  progress.  They 
may  provide  homework  problems  and  collaborative 
exercises  for  small  groups  to  follow. 

For  publishers,  this  represents  a  real  turnabout. 
Instead  of  producing  elaborate  four-color  textbooks 
with  relatively  primitive  electronic  ancillaries,  they  are 
likely  to  produce  mediated  learning  systems  accom- 
panied by  guides  that  are  flexible,  easy-to-use,  and 
less  expensive  to  produce.  ▲ 
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ile  that  contains  the  lesson  assigned  to  them 
It  day,  based  on  their  own  progress.  They  can 
ntrol  the  pace,  sequence,  level  of  difficulty, 

1  the  amount  of  practice  that  they  want  or 
ed  in  a  given  area. 

As  high-speed  networks  are  installed  in 
iot)ls  and  on  campuses  throughout  the  coun- 
,  these  learning  stations  will  be  located  not 
ly  in  classrooms,  but  also  in  study  halls,  libraries 
computer  centers.  Colleges  or  universities 
ly  locate  them  as  well  in  student  centers  and 
rm  rooms. 

Linking  Assessment  and  Instruction. 

day's  interactive  courseware  give  learners 
ne  degree  of  control  over  the  learning  process, 
ting  them  navigate  through  a  particular 
)ject,  choosing  the  pathways  that  best  tit  their 
n  interests  and  abilities.  The  computer  is 
ictive,  responding  to  the  learner's  expressed 
;ferences. 

The  next  generation  of  learning  systems  will 
;e  the  initiative  as  well,  behaving  more  nearly 
e  a  tutor.  Tomorrow's  courseware  will  allow 
the  computer  not 
only  to  detect  recur- 
rent patterns  in  an 
individual's  work  - 
evaluating  strengths 
and  weaknesses  on 
an  ongoing  basis  - 
but  also  to  respond 
to  those  patterns. 
It  will  be  able  to 
anticipate  the  leam- 
s  needs  before  the  learner  has  expressed 
;m  or  even  become  aware  of  them.  In  this  way, 
;diated  learning  systems  move  us  toward  the 
al  of  linking  assessment  with  instruction  on  an 
ur-by-hour,  or  even  a  minute-by-minute  basis. 
A  Qlimpse  of  the  Future.  It's  already  hap- 
ning.  Today,  some  pioneers,  such  as  Jostens 
arning,  are  offering  the  first  generation 
tomorrow's  learning  systems  -  networked, 
1-motion,  full-screen  video  courseware. 
Last  June,  Jostens  Learning  made  available 
terActiveMedia,  a  learning  system  that 
livers  interactive,  multimedia  instruction  over 
letwork,  using  the  kinds  of  microcomputers 
It  many  schools  already  own.  InterActiveMedia 
now  being  tested  in  schools  throughout 

2  country,  and  offers  a  glimpse  of  the  kinds 
activities  that  will  dominate  tomorrow's 
issroom.  A 
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JOHN  CLENDENIN 

Chief  Executive  Officer,  BellSouth  Corporation 


ON  BUILDING  A  SENSE  OF  COMMUNITY: 

"The  merger  of  technologies  can  indeed  help  to  improve 
teaching  and  learning  and  to  overcome  inequities  and 
isolation.  For  example,  teachers  can  use  electronic  net- 
working to  exchange  information,  develop  lessons,  and  ask 
for  help  from  colleagues.  Students  can  employ  information 
technology  to  gain  greater  autonomy  in  their  studies  and 
to  access  scarce  resources  through  distance  learning  pro- 
grams. School  administrators  can  manage  their  duties 
more  quickly,  productively,  and  efficiently. 

"Beyond  that,  today's  information  technologies  can 
be  a  catalyst  to  bring  about  a  sense  of  community  that 
encompasses  not  just  schools,  but  a  variety  of  information 
sources  and  institutions." 

ON  KEEPING  PARENTS  IN  TOUCH  WITH  SCHOOLS: 

"BellSouth  has  pioneered  a  number  of  initiatives  incorpo- 
rating technology  for  educational  enhancement.  We've 
introduced  a  variety  of  distance  learning  programs  that 
connect  high  schools  and  colleges,  rural  areas  and  inner 
cities,  for  mutually  beneficial  synergies.  Also,  in  several 
southeastern  states,  we  are  offering  a  voice-messaging 
service  that  helps  parents  stay  in  close  contact  with  their 
children's  schools." 

ON  PREPARING  STUDENTS  FOR  THE  INFORMATION  AGE: 

"But  even  if  BellSouth  had  no  obvious  interest  in  the 
increased  application  of  telecommunications  technology, 
we  would  still  have  to  proclaim  the  need  for  our  nation's 
students  and  teachers  to  become  technologically  adept. 
For  if  they  are  to  participate  usefully  in  the  emerging  global 
Information  Age,  they  must  be  comfortable  with  technology 
as  they  are  today  with  pencils  and  note  pads. 

"However,  we  must  not  lose  sight  of  the  fact  that  as 
powerful  as  computers  and  interactive  video  and  other 
distance  learning  technologies  are,  we're  only  going  to 
improve  education  generally  if  we're  doing  the  right  things 
in  the  classroom.  That  means  challenging  each  child's 
intellect,  helping  that  child  develop  her  or  his  potential  into 
real  and  useful  powers. 

"If  we  do  no  more  than  use  technology  to  put  students 
in  touch  with  the  high-tech  equivalent  of  today's  textbooks 
and  prevailing  approaches  to  learning,  then  all  we've  done 
is  dress  up  mediocrity  with  the  bells  and  whistles  of  the 
Information  Age." 


Terri  Guthrie  may 
never  win  a  Nobel  Prize, 
but  niaybe  one  of 
her  students  will. 


On  April  2. 
as  the  result  of 
Its  ((imbnmtion 
u  ttb  G E  's 
aerospace  businesses. 
Martin  Marietta 
became  the  world's 
largest  aerospace 
electronics 
company. 


There's  not  a  Nobel  Prize  for  teachers, 
but  Terri  Guthrie  of  Jackson  Middle  School  in 
Titusville,  Florida,  is  good  reason  for  creating  one. 

In  just  her  second  year  of  teaching,  Ms. 
Guthrie  has  mastered  a  rare  skill  —  the  ability 
to  make  a  seemingly  dry  subject  (in  her  case, 
Earth  Science)  exhilarating. 

She  attributes  much  of  her  ability  to  the 
tour  weeks  she  spent  at  the  Academy  for 
Teachers  of  Science  and  Math  at  the  University 
of  Tennessee.  Its  an  intensive,  hands-on  pro- 
gram that  teaches  how  to  motivate  students  in 
personal  and  imaginative  ways. 

As  a  major  Academy  underwriter,  Martin 
Marietta  is  proud  to  join  government  and 
academia  in  supporting  excellence  in  education. 

And  we're  even  prouder  to  know  that 
thanks  to  Martin  Marietta  Fellows  like  Terri 
Guthrie,  more  students  are  getting  turned  on 
to  math,  science  and  the  environment. 

Who  knows,  one  may  even  some  day  win 
the  first  Nobel  Prize.  For  teaching. 


6801  ROCKLEDCE  DRIVE,  BETHESIM,  MARVIAND  20817 


1  k^HiM^H^ 

C  (I 


m 


THE  FUTURE  OF 
TECHNOLOGY  IN 

EDUCATION 


Special  Advertising  Sectior 


PART  FOUR: 
GEHING  FROM  HERE 
TO  THERE 


rom 


Bowlerama  to 
the  Classroom 


Tntormation  technologies  are  always  many 
^leps  ahead  ot  the  ability  of  schools  and 
colleges  to  absorb  them.  It  took  ten  years 
to  get  the  overhead  projector  from  the 
bowling  alley  to  the  classroom!  Chances  are, 
the  Bowlerama  where  your  kids  spend  their 
Saturdays  is  still  more  sophisticated  technologi- 
cally than  the  classroom  where  they  spend 
their  Mondays. 

In  the  past,  industry  people  tended  to  blame 
the  users.  "Schoiilteachers  (reaci:  women)  aren't 


computer  literate,"  they  said.  Or:  "Our  kids  aren't 
smart  enough  to  make  good  use  of  computers." 

But  today,  it  is  clear  that  we  humans  are 
designed  very  well.  We  work  effortlessly  with 
computers  all  day  long  -  automatic  teller 
machines,  entertainment  systems,  toasters, 
microwaves  -  as  long  as  its  mtertace  is  efficient 
enough  to  become  virtually  transparent. 

It's  the  machines  that  have  to  get  smarter, 
that  is,  more  capable  ot  interacting  in  ways 
that  make  sense  to  people,  and  more  capable 
ot  manipulating  knowledge  -  marking  it,  ana- 
lyzing it,  recombining  it,  updating  it  -  without 
lots  ot  arcane  instructions. 

In  the  old  days  -  three  or  four  years  ago  - 
the  biggest  impediment  to  the  effective 
use  of  computers  in  the  classroom  was  getting 
the  teacher  to  turn  them  on.  The  machines 
were  too  intimidating,  and  the  documenta- 
tion that  accompanied  them  were  needlessly 
technical. 

The  Apple  Macintosh  has  done  very  well  in 
the  educational  marketplace  -  both  K-12  and 
higher  education  -  because  it  was  the  friendliest 
box  on  the  block.  Today,  Apple's  competitors 
are  designing  new  models  designed  tor  easy 
use.  The  COMPAQ  Presano,  tor  example,  can 
be  up  and  running  within  minutes  of  opening 
the  box,  and  provides  on-screen  help  that  is 
truly  helpful. 

Compatibility  problems  are  easing  up  as 
well.  In  the  1980s,  deciding  which  hardware  to 
buy  was  a  nightmare.  Software  problems  were 
equally  troublesome.  Converting  files  trom  one 
word  processor  to  another  was  at  best  a  major 
irritation,  and  at  worst  a  trauma. 

"We  shouldn't  be  arguing  about  brands 
or  platforms,  but  about  substance,"  says  Gary 
Cosimini,  Business  Development  Manager  for 
ADOBE  Systems.  His  company  has  produced  a 
sottware  application  called  Acrobat,  which 
shrinks  compatibility  problems  almost  to  the 
vanishing  point.  With  a  tool  like  Acrobat,  you 
can  use  your  own  computer  system  to  display 
and  print  documents  created  by  people  who  use 
difterent  hardware  and  sottware. 

So  tar  so  good:  we  have  the  capability 
to  produce  pciwertul  multimedia  courseware 
that  customize  our  curricula.  We  have  machines 
that  are  smarter  and  we  have  fewer  compatibility 
headaches.  But  most  of  our  schools  are  not  yet 
prepared  to  take  advantage  ot  these  technological 
breakthroughs. 


Public  broadcasting  has  been 
Helping  preschoolers  learn  for  25  years. 

Now  it's  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
ers  have  in  child  care  centers?  How  do 
lb  Chop,  Barney  the  Dinosaur,  and 
mas  the  Tank  Engine  fit  into  your 
ipany's  school  readiness  agenda? 

These  familial'  characters  from  public 
tdcasting's  popular  children's  television 
,Tams  are,  perhaps,  the  most  visible 
ament  to  our  25  years  of  working  in 
;chool  learning. 

Less  visible  —  yet  no  less  important  — 
public  broadcasting's  other  school 
:liness  resources. 

Ranging  from  teacher  materials  to 
ructional  videos  to  comjjuter  progi'ams. 
ie  resources  strengthen  the  educational 
le  of  our  television  progi'amming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Cai'e  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
pai'ents,  and  child  cai'e  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
childi'en  basic  learning  and  social  skills. 

Most  impoilant,  each  shai'es  a  common 
goal:  to  help  children  enter  school  ready 
to  leani. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  school  readiness  a  priority  in 
yoLU'  education  refom  activities.  To  leani 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Title 


Company/Organization 


City 


State 


Zip 


Telephone 

Mail  to: 

Corporation  for  Public  Broadcasting 

-„  ^,  K,  Preschool  LeaiTiing 

CORPORATION  I 

FOR  PUBLIC  P.O.  Box  549 

BROADCASTING  Alexandria.  VA  22313 


The  first  computerized 
publishing  system  that 
lets  teachers  customize 


their  textbooks. 


Primis  Custom  Publishing.  What  an  extraordinary  idea:  Give  our 
teachers  the  ability  to  personally  customize  a  textbook  to  match  the 
curriculum  and  their  students'  needs.  Then  print  and  deliver  in  a 
matter  of  days.  The  textbook  will  never  be  the  same. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Xhe 
iMARx  Move 

.  IOWA 


'uality  companies,  including 
Sheaffer  Pen,  Rockwell  International 
and  Deere  &  Company,  know  the 
nation's  leader  in  education  is 
the  smart  state  for  business. 
America's  hest-educated  work  force 
tops  their  list  ot  smart  reasons  tor 
(.loing  husiness  in  Iowa. 

For  two  decades,  Iowa  students 
have  led  the  naticin  in  ACT  and  SAT 
college  entrance  exam  scores.  And  th^ 
scores  high  with  business  in  better  jol 
performance  and  lower  training  costs 

The  drive  that  pushes  Iowa's 
graduation  rate  21  percent  above 
the  national  average  pays  off  in 
productivity  equal  to  5.2  extra  weeks 
of  output  per  Iowa  worker  per  year. 

As  CEO  Michael  Johnstone  says 
of  Sheaffer's  Iowa  center  for  world- 
wide operations,  "The  ciuality  and 
craftsmanship  are  in  Iowa.  Those 
are  priceless  advantages." 

Make  the  smart  move;  call  Bob 
Henningsen  at  the  Iowa  Department 
of  Econ(.)mic  Development  for  your 
copy  of  the  Executive  Planner  For  Doir 
Biisiyiess  In  hnva:  1-800-245 -IOWA 


THE  SMART  STATE 
FOR  BUSINESS® 


Creativity,  Control,  and  Community" 

)risingly,  most  techni)k)jj;ists  do  nc^it  believe 
the  major  impediment  is  financial.  Many 
e  that  our  schools'  investment  in  technology 
ipallingly  low.  Next  year,  our  public  schools 
2)  will  spend  close  to  $300  billion.  Of  this 
1  less  than  $2  billioii  will  go  to  instructional 
nologies  and  applications  -  about  two-thirds 
ne  percent.  In  contrast,  most  knowledge- 
d  organizations  devote  anywhere  from  five 
ght  percent  of  their  expenditures  to  cutting- 
■  technologies. 

he  steepest  impediment  to  effective  use  of 
nology,  many  believe,  is  a  school  culture  that 
;  not  sufficiently  value  collaboration  among 
hers,  or  between  teachers  and  parents, 
n  1988,  at  a  conference  on  Education 
nerships  on  Work  in  the  2  1st  Century, 
leleine  R.  Grumet,  Dean  of  the  Brooklyn 
i.ege  School  of  Education  and  author  of 
r  Milk:  Women  and  Teaching,  envisioned  a 
e  new  world  of  schooling  in  which  every 
;room  would  be  equipped  with  a  device  that 
:he  potential  to  transform  the  professional 
;  of  teachers  across  America  -  the  telephone, 
addressing  educational  technology  as  "a 
tion  of  creativity,  control,  and  community," 
met  pointed  out  that  in  most  schools  across 
country,  you  cannot  phone  a  teacher  to  ask 
estion,  offer  infonnation,  share  an  idea  -  or 
ily  to  say  hello.  "Teachers  are  the  most  over- 
Tolled  workforce,  being  asked  to  do  the  most 
tive  work  that  we  have,"  she  says.  "The  issue 
langing  the  school  site  is  a  fimdamental  issue 
It  human  creativity." 
ive  years  later,  taxpayers  have  installed 
dreds  of  thousands  more  computers  in 
2rican  classrooms,  but  you  still  can't  phone 
t  teachers.  "Nationally,  99  percent  of  homes 
i  telephones,  but  only  two  percent  of  class- 
ns  do,"  says  Connie  Stout,  Director  of  the 
as  Education  Network. 


lers  cii.)  the  most  C7l\iiii'l'  uiurk  thai  we  have. 


THE  FUTURE  OF 
TECHNOLOGY  IN 

EDUCATION 
LOU  GERSTNER 

Chief  Executive  Officer,  IBM 
ON  RETHINKING  EDUCATION: 

"The  most  important  thing  we  have  to  recognize  is  that  infor- 
mation technology  will  not  solve  the  problems  of  our  public 
schools  unless  the  public  schools  fundamentally  restructure 
the  way  they  think  about  education.  And  if  you  think  about  the 
most  important  examples  of  information  technology  transforming 
private  enterprise,  it  is  in  circumstances  where  companies 
have  redefined  their  business  and  use  information  technology 
to  carry  out  that  restructuring  and  redefinition." 

ON  BOOSTING  PRODUCTIVITY: 

"The  real  problem  in  public  education  today  is  that  there  is  no 
measurement  of  its  productivity.  What  technology  fundamentally 
does  -  no  matter  what  kind  of  technology  you're  talking  about  - 
is  to  drive  productivity.  In  order  to  have  productivity,  you  must 
be  able  to  manage  inputs  and  measure  outputs  and  determine 
how  the  change  in  inputs  produces  a  change  in  outputs.  More 
output  for  less  input  is  the  definition  of  productivity. 

"We  are  the  only  nation  that  does  not  measure  the  output 
of  our  public  schools.  There  is  a  constant  call  for  increasing 
the  inputs  -  mainly  how  much  we  spend  on  education  -  with- 
out a  clear  indication  of  what  new  levels  of  performance  or  out- 
put will  be  achieved  with  that  funding.  If  we  are  willing  to  set 
such  standards  and  willing  to  measure  results,  then  technology 
will  become  an  unbelievably  powerful  tool  in  the  schools." 

ON  THE  BENEFITS  OF  EDUCATIONAL  TECHNOLOGY: 

"Information  technology  can  turn  the  student  into  the  worker. 
The  teacher  becomes  the  manager  of  a  learning  process  driven 
toward  concepts  of  mastery  learning.  The  child  can  work  at  his 
or  her  own  pace  and  test  himself  or  herself  until  a  subject  is 
mastered.  There  is  no  passing  and  failing.  Information  technol- 
ogy will  allow  that  technology  to  enter  the  learning  experience 
in  a  way  that's  consistent  with  the  individual's  level  -  not  the 
level  that's  been  prescribed  for  all  fourth  graders  because 
that's  where  the  fourth-grade  textbook  starts." 

ON  TRANSFORMING  THE  ROLE  OF  THE  STUDENT: 

"There  has  been  a  tendency  in  schools  to  look  at  technology 
for  technology's  sake:  let's  buy  some  computers  and  teach 
children  how  to  use  them.  Technology  is  a  tool,  not  an  end 
objective.  It  lets  you  do  something  -  once  you've  set  out  what 
you  want  to  accomplish.  Information  technology  makes  it 
possible  for  people  to  become  true  knowledge  workers,  to 
increase  their  output  and  change  the  nature  of  their  job,  and 
that's  exactly  what  we  want  to  do  with  students.  We  want  to 
increase  outputs  and  change  nature  of  their  job.  Their  job  is 
not  to  be  worked  on,  but  to  be  the  worker." 


THE  FUTURE  OF 
TECHNOLOGY  IN 

EDUCATION 


Special  Advertising  Sectic 
I 


Telecommunication  companies  are 
working  with  public  service  commissions 
to  make  it  possible  for  schools  to  install 
telephone  lines  at  discount  rates.  Most  of 
these  lines  are  connected  to  modems, 
but  teachers  have  figured  out  that  they 
can  also  be  used  to  make  voice  contact. 
And  so  the  telephone  is  following  the 
mt)dem  into  the  classroom.  And  net- 
works designed  to  link  teachers,  like  the 
Texas  Education  Network,  are  really 
taking  off.  But  the  basic  issue  -  creation 
of  a  more  collaborative  culture  -  will 
Learning,  is  hen  when  not  be  solved  by  wires  or  modems. 

"''•<-^"^''^  Transforming  Teachers'  Roles 

Even  those  at  the  ttirefront  of  the  technological 
revolution  reject  "Robo-Teach"  as  a  goal,  even 
for  the  distant  future.  "Real-life  problems  come 
down  to  people-to-people  interaction  -  collabo- 
rative problem-solving,"  says  Craig  Barrett,  Intel 
Corporation's  Chief  Operating  Officer,  "and 
that  doesn't  happen  with  a  computer  alone." 

Bill  Graves,  Director  ot  the  Institute  for 
Academic  Technology  at  the  University  of 
North  Carolina  at  Chapel  Hill,  compares  the 
teacher's  new  role  to  that  ot  a  guide:  "Learning 
becomes  an  exploration  -  like  a  ratting  trip. 
You're  the  explorer,  and  you  have  along  a  guide 
who  has  organized  the  event,  and  lines  up  the 
resources  -  the  equipment  and  the  maps." 

Educational  technologists  are  unanimous  on 
one  point:  over  time,  teacher  education  will 
have  to  change.  As  things  stand,  most  graduates 
of  schools  of  education  teel  unprepared  to 
use  new  technologies.  When  the  American 
Association  of  Colleges  tor  Teacher  Education 
surveyed  students  in  90  member  institutions, 
they  found  that  only  29  percent  felt  ready  to 
teach  with  computers. 

Controlled  Impatience 

Too  many  ot  the  nearly  73,000  school-business 
partnerships  that  have  been  tormed  across 
America  over  the  last  decade  stem  from  oppor- 
tunism and  result  in  little  more  than  a  flurry  of 
PR.That's  the  bad  news.  The  good  iiews  is  that 
a  core  of  business  executives  committed  to 
strengthening  education  has  emerged  -  and 
they  appear  to  have  signed  on  for  the  long 
haul.  Many  of  them  have  joined  forces.  More 
than  two  dozen  chief  executives  form  the 
Business  Roundtable  Education  Task  Force. 

Others  are  determined  to  move  beyond  school 
reform  efforts  that  tinker  around  the  edges. 


"We're  convinced  that  we  need  a  new  system  of{ 
education,"  says  Frank  Shrontz,  CEO  of  Boeing 
and  Vice  Chairman  of  the  New  American 
Schools  Development  Corporation,  an  organi- : 
zation  formed  by  business  leaders  to  raise  mone 
to  fund  the  work  of  'design  teams'  who  will 
rethink  the  ways  our  schools  can  best  deliver  a  j 
world-class  education. 

The  most  successful  partnerships  appear  to  hi 
those  that  link  a  business  coalition  with  a  school 
district  to  assess  achievement,  develop  a  strategic 
plan  for  attaining  better  outcomes,  and  drum 
up  enthusiasm  for  that  plan  within  the  district 
administration  and  the  community  at  large. 

Educational  technology  has  been  an  area  of 
successful  collaboration.  "What  I've  found  most 
exciting  about  educational  technology  over  the 
last  ten  years,"  says  Linda  Roberts,  the  Clinton 
Administration's  chief  educational  technologist 
"is  the  partnerships  between  schools  and  indus- 
try. The  key  is  to  create  a  win/win  situation 
where  schools  get  what  they  need,  and  busi- 
nesses also  have  an  opportunity  to  find  out 
about  the  needs  of  the  marketplace  and  the  kind 
of  services  that  the  community  needs." 

Timpane  and  McNeill  conclude  that  business 
leaders  must  remain  in  the  midst  ot  the  enterprise 
-  with  "controlled  impatience." 

Over  the  next  decade,  entrepreneurs  and 
educators,  working  together,  must  build  iirganiza- 
tions  that  bring  togedier  the  resources  and  expertise 
needed  to  develop  tomorrow's  learning  systems, 
organizations  that  can  play  the  kind  ot  catalytic 
role  in  interactive  multimedia  instruction  that 
the  Children's  Television  Workshop  played  in 
educational  broadcasting. 

Collaborating  with  parents,  policy-makers, 
and  pedagogues,  they  must  clear  some  very 
steep  hurdles:  setting  standards  and  designing 
learning  systems  that  can  help  students  meet 
those  standards;  assuring  equity;  revamping 
professional  development;  reallocating  education 
funds;  rethinking  assessment;  and  creating  a 
school  culture  that  values  collaboration.  It  is 
controlled  impatience  that  will  lift  us  -  in  sys- 
tematic leaps  and  modulated  balance  -  over 
those  hurdles,  propelling  us  from  today's  tech- 
nologies to  tomorrow's  learning  systems.  A 


This  special  section  was  prepared  by  Bernard  R.  Gifjord, 
professor  in  the  Division  of  Education  in  Mathematics,  Science 
and  Technolo^ ,  University  of  Cahfomia  at  Berkeley.  Gifford  is 
also  founder  and  Chief  Instructional  Officer  of  the  Academic 
Systems  Corporation. 
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THE  FUELS  THAT  HELPED 
'JUIHNmiA  BECOME  THE  WORLD 
LEADER  AGAINST  POLLUTION. 


In  November  1991.  the 
ilifornia  Air  Resources 
)ard  took  a  powerful  stand 
ainst  automotive  pollution. 

The  Board  established 
formulated  gasoline  stan- 
irds  that  now  lead  the  world 
the  fight  for  clean  air 

Californias  leadership 
:ainst  pollution  was  given 
ajor  impetus  four  years  ago. 
nen  ARCO  initiated  a  busi- 
;ss  and  government  partner- 
lip  with  the  South  Coast  Air 
uality  Management  District, 
resulted  in  the  worlds  first 
nission  control  gasoline. 
C-1.  And  later.  EC-Premium. 

Since  their  introduction, 
itomotive  pollution  in 


Southern  California  has  been 
reduced  by  over  four  hundred 
million  pounds. 

Then  two  years  ago.  in 
partnership  with  California's 
Air  Resources  Board.  ARCO 
developed  EC-X.  As  the  latest 
advance  in  emission  control 
formulas.  EC-X  gave  the 
Board  an  example  for  its 
strict,  reformulated  gasoline 
standards. 

When  the  standards  take 
effect  in  1996,  all  Californians 
can  use  clean  burning,  refor- 
mulated gasolines  that  will 
reduce  automotive  pollution 
by  3.8  million  pounds  a  day 
compared  to  cun'cnt  emissions. 
Those  new  gasolines  — 


EC-X 


Californias  fuels  of  the  future 
—  will  help  achieve  clean  air 
more  quickly  more  practically 
at  less  cost  than  methanol  or 
other  alternative  fuels  yet 
considered.  Strong  reasons 
why  the  Board  s  standards 
have  the  support  of  environ- 
mental groups  and  air  quality 
management  agencies. 

At  ARCO,  we  are  proud  of 
our  EC-X  clean  fuel  for  the 
future.  And  of  the  partnership 
that  IS  leading  the  world  in 
clean  air  solutions. 


ARCOO 

CLEAN  FUELS  FOR  THE  FUTURE. 


INTRODUCING  WORDPERFECT  6.0  FOR  WINDOWS 
IT'S  WINDOWS  THE  WAY  YOU  WANT  IT  TO  RE. 


Ut  iill  the  things  people  do  with  personal 
computers,  word  processing  may  be  the 
most  personal. 

That's  why  we're  excited  to  introduce 
WordPerfect''  6.0  for  Windows.  We  didn't 
design  it  to  be  the  perfect  writing  tool  for  the 
average  user.  We  designed  it  to  be  the  per- 
fect writing  tool  for  yon. 

MAKE  IT  YOUR  OWN. 

Which  features  of  your  word  processor  do 
you  use  most  often?  Are  they  organized  so 
that  you  can  get  at  them  quickly? 

WordPerfect  6.0  gives  you  direct,  one- 
click  access  to  any  command,  process  or 
macro  in  the  program.  Just  drag  your  favorites 
to  a  context-sensitive  Button  Bar'"  and 
arrange  them  any  way  you  like.  You  can  even 
drag  in  other  Windows  applications  and  files 
and  launch  them  from  within  WordPerfect. 
(How's  that  for  easy  integration?) 

You  can  quickly  create  customized 
interfaces  to  streamline  the  writing  of  reports, 
memos  or  letters.  Or  you  can  simply  use  any 
of  70  professionally  designed  ExpressDocs™ 
templates  included  in  the  package. 

It's  the  most  easily  customized  word 
processor  ever  to  come  out  of  a  box. 

GETTING  HERE  WILL  BE  EASY. 

With  more  than  100  spreadsheet  functions 
and  advanced  drawing  and  charting  capabili- 
ties, this  is  the  most  powerful  program 
WordPerfect  has  ever  developed. 


If  you've  used  WordPerfect  on  other 
operating  systems,  you  and  your  existing 
documents  and  macros  will  feel  right  at 
home  here.  You  won't  ever  have  to  re-learn 
your  keystrokes,  because  you  have  a  choice 
of  layouts,  including  WordPerfect  DOS. 

For  first-timers,  there's  an  online 
tutorial,  of  course.  But  there  are  also  inter- 
active Coaches  smart  enough  to  lead  you 
step-by-step  through  sophisticated  opera- 
tions, not  on  sample  documents,  but  on 
your  documents. 

THE  BEST  REASON 
FOR  MOVING  TO  WINDOWS. 

This  is  everything  WordPerfect  has  learned 
about  word  processing  over  the  years,  com- 
bined with  all  the  advanced  ease-of-use 
capabilities  of  the  Windows  environment. 


BorlancT 


QuattroPros 


THE  WORKGROUP  EDITION  IS  INCLUDED 
INSIDE  SPECIALLY  MARKED  BOXES* 
(A  $495  U.S./$II40  CANADA  RHAIL  VALUE) 


It  connects  your  documents  directly 
to  other  powerful  Windows  applications  and 
to  the  rest  of  the  business  world. 

To  claim  the  power  for  yourself,  visit 
your  local  reseller.  For  a  free  WordPerfect 
demo  disk  or  to  order  directly,  simply  call 
(800)  526-2781. 


Document  templates 
Spreadstieet  functions 
Interactive  Coacties 
Sophisticated  drawing  tools 
Direct  spreadstieet  Import 
Document  management 
Graptiics  editing 
Irregular  text  wrap 
Borders 

Full  WYSIWYG  in  all  views 
Power  Bar 

Indexing  and  text  retrieval 

Quicl<Menu$ 

Direct  database  Import 

Styles 

Macros 

Auto  macro  conversion 


6.0   FOR  WINDOWS 


1£ 


evelopments  to  Watc 


EDITED  BY  RUTH  COXETER 


THIS  SENSOR  KNOWS  WHEN 
JET  FUEL  IS  lOSING  ITS  COOL 


iKli-performance  air- 
craft keep  their 
electronic  systems  and 
engines  cool  by  circulat- 
ing fuel  to  absorb  heat. 
Ti'ouljle  is,  most  jet  fuels 
can't  take  the  heat:  They 
form  sticky  deposits  that 
eventually  clog  fuel  lines, 
valves,  and  filters.  The 
U.  S.  Air  Force  is  test- 
ing fuels  and  additives 
for  heat  resistance  using 
a  sensor,  developed  for 
it  by  Sandia  National  La- 
boratories, that  accurately  detects  fuel  degradation. 

Sandia  puts  a  dime-size  crystal  wafer  into  heated  jet  fuel 
and  watches  how  it  vibrates  when  voltage  is  applied.  As  fuel 
degrades,  deposits  weigh  down  the  crystal,  lowering  the  fre- 
quency of  its  vibrations.  Based  on  this  work,  Sandia  says  it 
and  General  Motors  Corp.  are  designing  a  sensor  to  monitor 
engine  oil  in  cars— so  that  a  dash  light  comes  on  when  oil  los- 
es viscosity.  Sandia  is  also  working  with  Dickey-john  Corp.  of 
Auburn,  111.,  on  an  engine-oil  sensor  for  tractors,  trucks,  and 
earth-moving  equipment  that  may  be  availa])le  by  1995. 


IODINE-RICH  SOIL 
COULD  BE  PAYDIRT 


A gusher  it  isn't.  But  using  a  Russian  exploration  tech- 
nique based  on  petroleum's  attraction  for  iodine,  Atoka 
Exploration  Coip.  has  sunk  a  tiny  oil  well  in  Iowa  with  a  total 
output  of  70  l)arrels.  Now,  Denver-based  Atoka  is  testing 
soil  around  the  country  for  40  other  exploration  companies. 

Atoka  looks  for  a  concentration  of  iodine  in  surface  soil, 
which  indicates  that  oil  may  lurk  lielow.  Atoka  takes  a  dry  soil 
sample,  adds  its  own  secret  chemical  compound,  heats  the  mix- 
ture, then  adds  a  final  unnamed  chemical  that  turns  the  sam- 
ple bright  red.  The  quicker  the  color  changes,  the  more  iodine 
there  is.  The  technique  has  been  used  by  Russian  as  well  as 
Chinese  geologists  who  couldn't  afford  seismic  tests.  The  cost 
is  al)out  $10  per  sample,  or  $2,000  to  test  a  .3-square-mile 
area,  vs.  up  to  $100,0(X)  for  seismic  tests.  Atoka  President  Ste- 
ven A.  Tedesco  says  iodine  testing  won't  eliminate  the  need 
for  seismic  tests  but  will  help  screen  out  areas  where  seismic 
testing  is  likely  to  prove  fruitless. 


WILL  CYBER  FINGER  POINT 
THE  WAY  TO  VIRTUAL  REALITY? 


It's  hard  to  think  of  virtual  reality  without  conjuring  up 
the  bulky,  sensor-laden  Data  Glove  developed  by  Silicon 
Valley  pioneer  VPL  Research  Inc.  But  for  a  vision  of  where  ar- 
tificial I'eality  is  heading,  look  to  Nippon  Telegraph  &  Tele- 
phone Corji.'s  Cyber  Finger.  This  new  system  was  unveilerl 
late  last  month  by  researchers  at  the  Tokyo  company's  Human 
Interface  Laboratory. 

Instead  of  donning  a  cumbersome  glove,  a  person  simply 
straps  on  a  wristwatch-size  device.  It's  actually  a  grid  of  sen- 
sors that  pick  up  the  faint  electrical  signals  produced  by 


muscle  activity  in  the  wearer's  hand  and  fingers.  These  biosig 
nals  are  fed  to  a  neural-network  chip  that  has  l)een  "trained 
to  recognize  which  signals  come  fi-om  what  muscles.  The  nei 
i"(ichip  then  translates  the  liiosignals  into  electronic  signals  tha 
can  manipulate  virtual  objects  in  some  computer-simulate 
r-ealm.  When  it's  linked  via  radio  to  a  mobile  robot  with  a  hi; 
manoid  hand,  the  wristband  device  could  also  be  used  fo 
so-called  telecontrol  applications,  including  defusing  bomb 
from  a  safe  distance  or  cleaning  up  toxic  spills.  NTT  declines  t 
speculate  how  long  it  will  take  to  develop  a  commercial  versio; 
of  Cyber  Finger. 


DENTISTS  MAY  SING: 
'OH,  WHAT  A  FILLING' 


i 


Most  people  have  a  flash  of  quicksilver  in  their  smiles- 
amalgam  fillings,  which  contain  mercury.  Amalgam  ha 
a  century  of  use  under  its  belt,  but  it  has  shortcoming; 
Since  it's  brittle,  dentists  often  put  in  larger  fillings  tha 
they'd  like.  And  concerns  linger  about  the  safety  of  usin 
mercury,  a  poison,  says  dentist  Fi'ed  C.  Eichmiller,  a  guest  so 
entist  at  the  National  Institute  of  Standards  &  Technology. 

Now,  Eichmiller  and  NIST  metallurgist  David  S.  Lashmor 
have  an  alternative  to  standard  amalgam,  which  consists  c 
powders  of  metals  such  as  silver  and  tin  bound  together  b; 
mercury.  The  NIST  researchers  coat  particles  of  tin  and  othe 
metals  with  silver,  then  fuse  the  particles  with  pressure.  1 
takes  no  more  pressure  than  most  dentists  use  in  packing 
filling.  Not  only  does  the  new  silver-tin  material  avoid  usin; 
mercury,  but  it  is  less  brittle  and  resists  corrosion  bette 
than  amalgam,  Lashmore  says.  The  composition  could  b 
modified  for  different  types  of  fillings.  Real  teeth  haven' 
Iteen  filled  yet,  but  NIST  has  hooked  up  with  Dentsply  Intern; 
tional,  a  major  amalgam  maker  in  York,  Pa.,  and  hopes  to  se 
the  new  material  in  dental  offices  within  three  years. 


GEHINGTOTHE  ROOT 

OF  THE  MEDUSAWEED  PROBLEM 


Medusa's  back.  Not 
as  the  snake- 
haired  monster  but  as  a 
weed  called  medusahead 
that  is  devouring  range- 
land  in  11  Western 
states.  The  spiky  plant 
is  slow  to  decay,  so  plant 
litter  accumulates  and 
fuels  wildfires.  Worse, 
medusahead's  seeds  re- 
sist heat,  so  after  a  fire 
the  weed  takes  over 
from  the  native  plants 
that  wildlife  needs.  And 

its  barbs  lacerate  the  mouths  of  cattle  and  sheep. 

Herbicides  can't  be  applied  because  they're  restri'^ted  o 
public  lands.  But  Paul  Quimby  Jr.  of  the  Agriculture  Dept. 
Agricultural  Research  Service  and  William  Grey  of  Montar 
State  University  may  have  a  champion:  fungi  from  the  soil 
medusahead's  haunt— the  area  between  the  Cascade,  Sierr: 
and  Rocky  Mountains.  Greenhouse  studies  show  that  Fusar 
um  cubnorum  keeps  the  weed  in  check  by  eating  away  the  tc 
of  its  roots.  Fungal  enzymes  destroy  the  weed's  intern 
plumbing— water  can't  travel  up  from  the  roots,  and  foe 
can't  travel  down  to  be  stored.  Next,  field  trials  will  show  ho 
well  different  fungal  species  control  medusahead. 
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FEE  SIMPLE 


Understanding  what  business  cards  cost  you  isn't  always  easy.  For  example,  MasterCard®  and  VISA® 
)usiness  cards  actually  are  issued  by  hundreds  of  different  banks.  What's  more,  each  bank  can  vary  its  fee 
ystem.  One  may  charge  late  fees,  another  adds  delinquency  assessments,  a  third  charges  revolving  interest 
Vhy  spend  time  making  sense  of  all  that  when  one  card  makes  it  simple?  American  Express  offers  you  one 
traightforward  fee  structure  from  one  company  -  so  you  know  what  to  expect.  For  fees  that  are  clear  and 


Ihavel 

Management 
Servioes  ^ 


^  The  American  Express®  Corporate  Card.  It's  all  business. 


simple,  it's  the  card  you  can  count  on. 


-)  1993  American  Express  Travel  Related  Services  Company,  Inc. 


CTRONICSI 


IWEET  MUSIC  WITH  OMINOUS 
INDERTONES  FOR  YAMAHA 


Virtual  acoustics"  may  threaten  its  dominance  in  synthetic  sound 


■  or  nearly  as  long  as  there  have 

■  been  computers,  people  have  used 
r  them  to  make  music.  The  pioneer- 
(  Moog  synthesizer,  invented  in  1964, 
jhaped  sound  waves  into  forms  that 
micked  acoustic  instruments.  Some 

0  decades  later,  computerized  sound 
■nt  digital  and  attracted  a  mass  mar- 
t  with  Yamaha  Corp.'s  DX-7,  the  best- 
ling  synthesizer  ever. 
11,  despite  decades  of  en- 
leering,  even  the  best 
ithesized  music  sounds  a 
.le,  well,  synthetic. 
Maybe  not  for  much 
ger.  Stanford  University 
earch  professor  Julius 
lith  has  invented  an 
proach  to  sound 
sation  that  brings 
new  realism  to 
ithesized  music.  ^ 
inford  is  licensing 
!  technology  to 
comers  in  the 
S.,  and  that's  set  ^ 

a  scramble  among  « 
npanies  that  hope  to 

1  it— not  only  in  key- 
irds  but  also  in  the  fast- 
growing  market  for  mul- 
ledia  personal  computers. 
'Virtual  acoustics,"  as  it's 
led,  is  a  software  mar- 
.  Instead  of  storing  a  li- 
iry  of  canned  sounds,  as 
rent  sjmthesizers  do,  one 
-h  the  new  technology 
res  a  software  model  of 
actual  instrument  (dia- 
im).  "Blowing"  on  a  wind 
trument— which  on  a 
ithesizer  may  mean  push- 
:  a  pedal  or  breathing 

0  a  sensor— triggers  a 
fcial  microprocessor  that  simulates 

resonances  and  airflow  inside  a  real 
trument. 

[Tie  result:  The  synthesizer's  clarinet 

1  squeak.  Its  saxophone  can  growl, 
flute  can  vault  unexpectedly  up  an 
ave.  The  synthesizer  is  even  hard  to 
y  to  its  full  potential— just  like  a  real 
trument.  That's  the  way  the  pros 
at  it.  "It  makes  all  the  synthesizers  of 


the  past  sound  cartoonish,  because  you 
can't  make  them  expressive,"  says  Scott 
Plunkett,  keyboardist  for  such  singers  as 
Don  Henley  and  Boz  Scaggs.  As  a 
Yamaha  consultant,  Plunkett  has  test- 
ed a  virtual  acoustics  synthesizer,  an- 
nounced on  Nov.  3,  that  the  company 
will  start  selling  in  the  U.  S.  early  next 
year  for  about  $6,000. 


HOW  TO  PIAY  A  VIRTUAL  CIARINET 

Today's  keyboard  synthesizers  mimic  different  instruments  by  drawing 
on  a  library  of  stored  sounds.  But  the  electronic  instruments  can't 
capture  all  the  nuances  of  real  ones.  Yamaha  Corp.'s  new  approach  is 
to  store  computer  models  of  dozens  of  instruments  in  the  keyboard's 
software.  A  model's  variables  can  be  manipulated  by  the  musician. 


In  a  virtual  clarinet,  a  set  of  formulas 
represents  embouchure,  or  how 
tightly  the  lips  press  against  the 
mouthpiece  reed.  On  the 
electronic  instrument, 
a  musician  can  simulate 
changes  in  embouchure 
using  controls  on  the 
keyboard. 


^oAOtoo 


Other  variables  control 
features  such  as  breath 
pressure,  growl,  pitch,  and 
damping.  The  musician 
could  control  breath  pres- 
sure, for  example,  by  blow- 
ing into  on  electronic  sensor 
or  pressing  a  foot  pedal. 

The  digital  sound  outputs  go 
to  a  mixer  and  can  then  be 
fed  to  speakers  or  recorded. 


The  real  money  won't  be  in  synthesiz- 
ers, however,  but  in  sound  cards  for 
personal  computers.  Today,  the  two  mar- 
kets are  about  $400  million  a  year 
apiece.  But  demand  for  synthesizers  is 
growing  slowly,  while  industry  experts 
predict  that  the  number  of  PCs  equipped 
for  sound  will  more  than  triple  next 
year  as  more  are  fitted  with  CD-ROM 
drives  for  multimedia.  Says  Satish  Gup- 


ta, vice-president  for  strategic  product 
development  at  Media  Vision  Inc.,  a  Fre- 
mont (Calif.)  maker  of  add-in  sound 
boards  for  PCs:  "This  technology  will 
come  to  dominate  our  business  over  the 
next  two  to  four  years." 

The  ferment  in  sound  technology  is  a 
major  challenge  for  $4.4  billion  Yama- 
ha, the  world's  largest  maker  of  musical 
instruments.  The  company  gets  25%  of 
its  revenue  from  electronic  instruments. 
That's  partly  because  it  controls  pat- 
ents worldwide  on  the  first  generation  of 
music-synthesis  technology— known  as 
FM  synthesis— which  generates  sounds 
by  combining  wave  forms  of  different 
shapes  and  frequencies.  Yamaha  made  a 
farsighted  decision  in  1975  to  buy  ex- 
clusive patent  rights  to  FM  synthesis, 
which  Stanford  also  invented.  Thanks 
to  its  lock  on  that  technology,  Yamaha 
sells  the  chips  used  in  95% 
of  the  circuit  boards  that 
give  advanced  sound  to  PCs 
built  to  the  IBM  standard. 
HEADACHES.  When  it  came 
to  virtual  acoustics,  howev- 
er, Yamaha  wasn't  as  lucky. 
Stanford  started  shopping 
its  new  technology  in  1986, 
and  Yamaha  was  quick  to 
sign  on,  gaining  exclusive 
rights  outside  North  Amer- 
ica. But  this  time,  Stanford 
refused  to  sell  North  Amer- 
ican rights  to  just  one  com- 
pany. It  also  granted  licen- 
ses to  Media  Vision,  a 
leading  maker  of  PC  sound 
cards,  and  to  chipmakers 
Sierra  Semiconductor  Corp. 
and  Crystal  Semiconductor. 
So  Yamaha's  historic  domi- 
nance of  synthetic  sound 
for  PCs  is  at  risk. 

That  will  be  doubly  true 
by  next  spring.  The  core 
patents  for  FM  synthesis  ex- 
pire in  April,  just  as  Yama- 
ha will  be  bracing  for  com- 
petition in  virtual  acoustics. 
It  has  warned  would-be 
competitors  not  to  infringe 
on  patents  it  holds  on  vari- 
ations and  improvements  of 
FM  synthesis.  Still,  custom- 
ers such  as  Media  Vision 
say  they  can  design  FM-synthesis  chips 
that  won't  infringe  on  Yamaha's  pat- 
ents—thus ending  their  dependence  on 
the  Japanese  company. 

As  the  old  aUiances  unravel,  Yamaha 
intends  to  go  on  the  offensive  this 
month.  It  is  introducing  its  own  sound 
card  for  PCs— cautiously.  Its  $300  circuit 
board  won't  use  the  virtual  acoustic 
technology.  Instead,  it  enhances  the  old 
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IMAGINE 
PROJECTING  A 
FULL  COLOR 
PRESENTATION 
DIRECTLY  FROM  YOUR 
COMPUTER 


If  vou  want  to  have 
impact,  your  ideas  have 
to  be  big.  Slides  and 
overhead  film  just  won't 
do.  Large  images, 
brilliant  color,  crisp 
data,  beautiful  video. 

Display  your  presentation — 
directly  from  nearly  any  com- 
puter or  video  source — with  the 
hVIEW  projection  product  that  is 


Lotus  '  Freelance 
Craphis'  ^ 


right  for  vou. 


FREE 

with  every  ViewFrame 
Spectra  C  panel. 


Award-winning 
presentation  solutions 
which  are  easy  to  use 
and  completelv  por- 
table. 

;zVE\V.  The  leader 
in  high-performance  projection 
displavs.  For  more  information 
call  1-800-736-8439  or  804-873- 
1354. 


/iVlEW 


Visionary  Display  Technologies 


nVIEW  prodacis  are  maniitactired  iniler  U  S  Patent  H      993  M.97e  S3e:  «S.  153  621  and     150  ?38  Ottier  and  loreign  patents  pendin; 
nVIEW  and  ViewFrame  are  registered  trademarks  and  MediaPrt).  Luminator  and  nSIGHT  are  trademaria  of  nVIEW  Corporation. 


technol(jg\-  of  FM  sj-nthesis  by  combiin 
it  with  digital  .sampling,  another 
monl\'  used  sjnthesis  scheme  that 
and  replays  actual  recordings  of  : 
ments,  note  by  note.  WTiy  nnt  -'i' 
virtual  acoustics  right  away?  I; 
Starr,  national  sales  and  marketir._ 
ager  for  Yamaha  Systems  Techr 
says  it's  because  the  new  meth" 
quires  massive  computation  pow.  ; 
sound  realistic,  making  it  too  costi .  i 
PCs  any  time  soon. 
NEW  IfGATO.  By  moving  gradually 
ever,  Yamaha  risks  being  outflank.  : 
Media  Vision,  which  intends  to  use  v 
al  acoustics  in  a  PC  soimd  chip  due 
in  early  1994.  There's  no  word  on  w 
computer  makers  might  buy  it,  but 
dia  Vision  will  price  it  aggressively: 
little  more  than  Yamaha's  S15  FM  syn 
sis  chip  but  below  Yamaha's  S35 
that  uses  both  FM  and  samphng.  1 
Media  Vision's  Gupta:  "I  believe 
Yamaha  will  get  edged  out  of  the  i 
puter  business  by  competing  technok 
Not  so,  says  Starr,  who  says  a  d( 
PC  makers  will  build  Yamaha  chips 
their  computers  by  the  end  of  the  y 

The  skirmishing  underscores  just 
much  of  a  breakthrough  virtual  acoui 
is.  Because  it  mimics  how  instrum 
create  music,  the  synthesizer  sot 
amazingly  like  the  real  thing.  It's  e 
dally  good  at  duplicating  the  comp 
momentary  transitions  from  note  to 
instead  of  cutting  off  one  note  be 
starting  the  next. 

Stanford's  breakthrough  was  in  r 
eling  that  complex  behavior  efficiei 
Inventor  Smith,  an  associate  professc 
Stanford's  Center  for  Computer 
search  in  Music  &  Acoustics,  ere; 
mathematical  models  of  uistruments 
reduced  by  99.9999%  the  number  of 
putations  previously  required.  As  i 
suit,  the  computer  c-an  calculate  as  qi 
ly  as  a  musician  plays— meaning 
music  comes  forth  immediately,  ni 
week  later.  Yamaha  has  built  on  S 
ford's  virtual-acoustics  base  with  13 
ents  of  its  own.  Because  of  that  e: 
work,  Smith  predicts,  "Yamaha  will 
the  standard  on  quality  and  everj 
else  will  go  for  the  best  approximate 

Of  course,  even  with  the  new  tec! 
ogy,  synthesizers  won't  match  ev 
thing  about  a  live  performance: 
know  we'll  have  it  perfect  when 
have  a  svTithesizer  that  shows  up  di 
and  two  hours  late  for  a  recording 
sion,"  quips  Charles  FeOding,  managt 
Yamaha's  Sound  Design  Office  at 
Buena  Park  (Calif. I  headquarters. 
Yamaha  and  others  vie  for  ultimate  f 
ity,  that's  one  real-life  feature  th' 
probably  leave  out. 

By  Larry  Armstrong  in  Buena  F 
Calif. 


I 
I 
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capability :  executive  programs 

SURVIVING 


■esented  in  association  with: 
4UNDERBIRD,  ThE  AMERICAN 

RADUATE  School  of 

iTERNATlONAL  MANAGEMENT 
'd  with  the  support  of: 

EMiNi  Consulting 

EAKERS: 

'BERT  A.  BriLI  ,  V.P.,  Program  Management, 
•ch  Aircraft  Corp.,  a  Raytheon  Company 

;OB  BUSSOLONI,  Jr.,  Sr.  V.P..  Strategic  & 
imob^  Planning,  Grumman  Corp. 

OMAS  GUNN,  V.P.,  Strategic  Market 
velopment,  McDonnell  Douglas  Corp. 

iEPH  KaTTAN,  Asst.  Dir.  for  Policy 
iluation,  Federal  Trade  Commision 

LLY  C.  Overman,  G.M..  Systems 
velopment  &  Engineering  Division,  Electronic 
'.ems  Group,  Westinghouse  Electric  Corp. 

VNK  ShronTZ,  Chairman  and  CEO, 
•  Boeing  Company 


The  1993  Business  Week 
Defense  Conversion  Roundtable 

Sun'iiniig  the  Peace:  The  Conversion  and  Realignment  of  the  Defense  Industry 

Date:  Tuesday,  November  30  and  Wednesday,  December  i,  1993 
Place:  The  Regent  Beverly  Wiishire  Hotel,  Los  Angeles,  California 


Post  Cold  War.  The  Russians 
aren't  coming.  Now  the  international 
aerospace  and  defense  industry  is  facing 
the  greatest  challenge  ever:  to  adapt. 

At  this  crucial  juncture.  Business  Week 
is  proud  to  host  the  1993  Defense 
Conversion  Roundtable  -  Surviving  the 
Peace:  The  Conversion  and  Realignment 
of  the  Defense  Industry.  For  senior 
executives,  this  conference  is  a  one-ot- 


a-kind  opportunitv  to  discuss  ideas, 
compare  strategies  and  meet  potential 
partners  for  the  restructuring. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  lutelli^euce. 


register  for  the  Defense  Conversion 
indtable,  call  the  Business  Week 
■istrar  at  I-Soo-82I-Ij2p, 
your  response  to  1-212-^12-6281, 
nail  this  coupon  to: 

siNESs  Week  Executive  Programs 
I  Avenue  of  the  Americas,  ^6th  floor 
V  York,  NY 10020  -lOps 


XECUTIVE 
ROGRAMS 


right  1993  .McGrau  -Hill,  In 


Nam  ! 

T I  T  L  E 

CONirAN'. 

AriDRt 

Telephone 

Fax 

Primary  Busim  sn 

Anxual  Re\  exue 

Fee:  S650 
Bill  my: 


z  Check  Enclosed 
z  American  Express 


Bill  me 
c  MasterCard 


AccotNL  Number 


Expiration  Date 


Visa 


Signature 
cancellation  policy 

AU  cancellations  must  be  received  tn  writing.  Those  postmarked  after  October  io.  igpj.  will  be  subject  to  a  seri'icc  charge  of  Sl^o.  Registrants 
who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  luible  for  the  entire  registration  fee.  You  may.  if  you  wish,  send  a  <ubstitute. 
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THE  PROFIT  PACE  SPEEIX 

CORPORATE  AMERICA'S  THIRD-QUARTER  EARNINGS  ARE  UP  26%  OVERALL,  THANB 


It's  a  hell-ringer  of  a  b(3ttom  line. 
Profits  for  the  900  companies  in 
BUSINESS  week's  Corporate  Score- 
board rose  by  a  hefty  26%  in  the  third 
quarter.  That's  slightly  lower  than  the 
31%  advance  of  a  year  earlier,  but  a 
whole  lot  better  than  the  13%  gain  of 
the  second  quarter,  when  results  were 
depressed  by  IBM's  huge  loss.  The  latest 
earnings  results  were  all  the  more  sur- 
prising since  sales  growth  slowed  to  an 
anemic  4%,  the  most  sluggish  rise  since 
1992's  first  quarter,  when  it  was  3%. 

So  what  gives?  As  in  t)revious  quar- 
ters, much  of  the  profit  growth  came 
fi"om  Corporate  America's  ongoing  cost- 
cutting.  Net  profit 
margins  expanded  to 
4.9%  from  4.0%  a  year 
ago.  An  uptick  in  the 
economy  also  helped 
boost  earnings.  The 
U.  S.  economy  grew 
by  2.8%  in  the  third 
quarter,  after  a  slug- 
gish 1.9%  expansion  in 
the  second  quarter. 
"We  don't  have  a 
booming  economy," 
says  Richard  D. 
Rippe,  chief  economist 
at  Prudential  Secur- 
ities Inc.,  "but  we 
have  one  that's  show- 
ing moderate  g:'Owth." 
OUTER  LIMITS.  Still, 
many  economists  be- 
lieve it's  unlikely  that 
companies  will  be  able 
to  keep  u])  the  profit 
pace  fdi-  long.  The 
benefits  of  corporate 
restructuring  may 
start  waning— especial- 
ly with  sales  growth 
.so  paltry.  "If  sales 
don't  start  to  grow 
more  rapidly  I  would 
expect  the  increase  in 
profits  to  slow,  too," 
says  Tony  Riley,  direc- 
tor of  research  at  A. 
Gary  Shilling  &  Co. 
"Presumal)ly  there  is 
only  so  far  you  can  go 
in  cutting  costs  before 


the  law  of  diminishing  returns  sets  in." 
Riley  thinks  that  earnings  growth  may 
slow  to  20%  in  the  final  ciuaiter.  And  for 
all  of  1994,  he  sees  earnings  growth  of 
only  10%. 

Worried  forecasts  aside,  the  third- 
quarter  results  were  indeed  impressive. 
Among  industries,  auto  makers  scored 
one  of  the  biggest  profit  improvements. 
As  a  group,  they  earned  $497.6  million. 
That  may  not  sound  great.  But  it's  a 
lot  better  than  the  indus- 
try's staggering  loss  of  $1.2 
billion  a  year  ago.  Stronger 
vehicle  sales  helped.  And 
last  veai''s  results  were  also 


marred  by  heavy  restructuring  chai-gi 
incurred  at  General  Motors  Corp. 

Chrysler  Corp.  turned  in  the  Ijc 
profit  increase  among  the  carmaker 
posting  an  impressive  109%  earniu'j 
leap,  to  $423  million.  It  v/as  the  biggc: 
third-ciuarter  increase  ever  for  the  con 
pany.  Ford  also  had  a  good  quarter,  wit 
a  profit  of  $463  million,  compared  with 
$272  million  loss  a  year  ago.  Meanwhil. 
GM  continued  to  sputter  along  in  tb 


WINNERS  AND  lOSEI 

THE  COMPANIES 


WHO  MADE  THE  MOST 

WHO  LOST  THE  ll 

Millions 
of  dollars 

EXXON 

$1,360 

DUPONT 

GENERAL  ELEQRiC 

1,206 

COMPUTERVISION 

AT&T 

1,073 

US  WEST 

PHILIP  MORRIS 

971 

CONNER  PERIPHERALS 

MERCK 

706 

CHEMICAL  WASTE  MANAGEME 

PROQER  &  GAMBLE' 

670 

NAVISTAR  INTERNATIONAL 

MOBIL 

666 

NOVELL 

BRISTOL-MYERS  SQUIBB 

608 

PFIZER 

COCA-COLA 

590 

ARMCO 

INTEL 

584 

USAIR  GROUP 

GTE 

558 

WEST  POINT-PEPPERELL 

CITICORP 

528 

WMX  TECHNOLOGIES 

EANNIEMAE 

528 

EASTMAN  KODAK 

AMOCO 

520 

ILLINOIS  POWER 

CHEMICAL  BANKING 

502 

GENERAL  MOTORS 

•FISCAL  FIRST  QUARTER 

DATA  SIANDARD  8  POOR'S  COMPUSTAl 
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CORPORATE  SCOREBOl 


IP  SHARPLY 

INUED  COST-CUniNG.  BUT  HOW  lONG  CAN  THAT  GO  ON? 


ed.  Still,  its  losses  narrowed  consider- 
bly,  to  $113  million  from  $1.1  billion  a 
ear  ago. 

Retailers  also  scored  a  big  {)rofit  ad- 
ance.  The  industry's  combined  earn- 
igs  rose  152%,  to  $1.9  billion,  thanks 
)  more  eager  shoppers:  In  the  third 
uarter,  consumer  spending  rose  by 
2%,  compared  with  3.4%  in  the  sec- 
id  quarter.  Retailers'  sales  jumped  10%, 
t  $86.3  billion.  It  was  the  highest  dollar 


D-QUARTER  PROFITS 


THE  INDUSTRIES 

SHARPEST  GAINS 

THE  DEEPEST  DROPS 

Percent  change  from 

Percent  chonge  from 

1992's  third  quarter 

1992's  third  quarter 

ACHINERY 

262% 

POLLUTION  CONTROL 

LOSS 

lUnORS 

189 

TEXTILES 

LOSS 

152 

ALUMINUM 

LOSS 

DWEST 

130 

COMPUTERS  &  PERIPHERALS 

LOSS 

TION  &  REAL  ESTATE 

92 

STEEL 

LOSS 

SERVICES 

83 

PAPER  CONTAINERS 

LOSS 

TATION  SERVICES 

77 

CHEMICALS 

-98% 

74 

COMPUTER  SOFTWARE 

-98 

fS&  EQUIPMENT 

67 

GAS  UTILITIES 

-69 

iT 

65 

PAPER 

-59 

CS 

54 

MISC.  LEISURE 

-41 

TING 

50 

OTHER  METALS 

-37 

iRATES 

48 

SAVINGS  &  LOAN 

-36 

&  SHIPPING 

44 

TOBACCO 

-33 

CESSING 

44 

PRINTING  &  ADVERTISING 

33 

increase  for  any  industry  this  quarter. 

Sears,  Roebuck  &  Co.'s  results 
showed  the  liiggest  improvement.  The 
giant  retailer  earned  $454  million  in  the 
third  quarter,  compared  with  nearly  $1 
l)illion  in  losses  a  year  earlier,  when  the 
company's  Allstate  Insurance  Cos.  unit 
was  clobljered  l)y  claims  resulting  froin 
Hurricane  Andrew.  Still,  on  closer  in- 
spection, some  retailers  didn't  fare  so 
well.  Hurt  in  part  by  losses  at  its 
Pace  Membership  Ware- 
house chain,  Kmart  Corp.'s 
earnings  tuml)led  by  39%, 
to  $102  million.  On  Nov.  2, 
Kmart  announced  that  it 


ALL-INDUSTRY  AVERAGE:  +26% 


would  sell  much  of  the  Pace  subsidiary 
to  Wal-Mart  Stores  Inc. 

Airlines  fared  well,  too.  The  indus- 
try earned  $223  million,  compared  with 
a  $371  million  loss  in  the  third  quarter  of 
1992.  It  was  the  gi'oup's  second  straight 
Cluarterly  profit.  Operating  costs  were 
down,  thanks  to  lower  fuel  prices  and 
low  interest  rates.  A  cease-fire  in  the 
constant  fare  wars  also  helped.  One  of 
the  biggest  improvements  came  at  AMR 
Corp.,  parent  of  American  Airlines  Inc. 
It  posted  a  profit  of  $125  million  in  the 
third  C]uarter,  compared  with  a  $100  mil- 
lion loss  a  year  ago. 

The  computer  industry  also  did  bet- 
ter in  the  third  quar- 
ter, although  as  a 
group,  it  lost  $51.6 
million.  Still,  those  re- 
sults are  far  better 
than  the  industry  loss 
of  $2.3  billion  a  year 
ago,  after  IBM  took  a 
$4.4  billion  pretax  re- 
structuring charge. 
Big  Blue  continued  to 
spill  red  ink  in  the 
third  quarter,  but  at 
a  slower  pace.  IBM's 
losses  narrowed  to 
$48  million  in  the 
third  quarter,  from  a 
staggering  $2.8  billion 
a  year  ago.  The  com- 
pany's improved  re- 
sults had  the  biggest 
positive  impact  on 
third-quarter  profits. 
Excluding  the  comput- 
er giant's  earnings 
turnaround,  overall 
profits  would  have  ris- 
en by  a  mere  18%. 
DUDS.  Chemical  com- 
panies turned  in  the 
the  worst  industry 
performance  in  the 
third  quarter,  largely 
because  of  weak  glo- 
bal demand.  The 
group's  profits  de- 
creased 98%,  to  $28.5 
million,  compared  with 
a  profit  of  $1.4  billion 
a  year  ago.  The  re- 
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suits  were  made  ex  en  worse  by  DuPont 
Co."s  steep  loss.  The  chemical  giant  re- 
ported a  S680  million  loss  after  taking 
SL8  billion  in  pretax  restincturing  chai-g- 
es  made  necessai-y  b>-  the  we;ik  chemical 
market.  That  made  DuPont  the  biggest 
money -loser  in  the  third  quarter.  A  yeai" 
ago.  it  eai'ned  S420  million. 

As  a  group,  telephone  companies  also 
did  po<irly.  Then-  profits  fell  11%.  to  S2.6 
billion.  The  decre;ise  is  mostly  the  result 
of  U  S  West  Inc.'s  loss  of  S375  million 


due  to  SI  billion  in  pre-tax  resti-ucturing 
charges  to  streamHne  its  business.  U  S 
West  pre\iously  annotmced  that  it  plans 
to  cut  9.000  jobs  in  the  next  three  years. 
A  year  ago.  the  company  eaimed  S243.3 
million. 

SCARE  BEARS.  Looking  ahead,  economists 
remaiii  skittish.  Bear.  Steams  &  Co.'s 
chief  economist.  Lawrence  A.  Kudlow, 
expects  gi'owth  to  remain  slow  for  an- 
other couple  of  years.  Indeed,  many 
economists  agree  that  growth  may  hit 


just  2.5%  to  3%  next  year,  with 
year  coming  in  at  2.9%.  Moreover, 
low  worries  that  the  economy  ma 
celerate  to  a  mere  2%  growth  ra 
the  end  of  1994.  That  means  that  t  : 
crease  in  consumer  spending  ma; 
be  sustained.  And  sales  growth  cc 
slow  even  more.  If  that  turns  out  tc 
the  case,  the  third  quaiter's  restilts 
be  the  best  news  on  the  profit  front 
some  time  to  come. 

By  Lori  Bongiorno  in  Xew 


A  SPOTLIGHT  ON  THIRD-QUARTER  PROFITS 


60- 


40- 


20- 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


MEMDNG  DOWN  THE 
UTESTOUARTa 

AStmiTB)  +HX 
WITHOUT  IIMt6M  *\5X 


-20- 


12-MONTH 
MOVING  AVERAGE 


PERCENT  CHANGE  FROM  SAME  PERIOD  OF 
_40_       PRECEDING  YEAR.  ALL  INDUSTRIES 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

The  26%  gain  in  third-quarter  profits  is  double  the  rate  of  the  second  quarter. 
Even  some  losers  gave  the  numbers  a  boost:  Both  GM  and  IBM  spilled  red  ink 
this  quarter,  but  their  combined  losses  narrowed  by  $3.7  billion.  Among  retail- 
ers. Sears  turned  a  near  $  1  billion  third-quarter  1 992  loss  into  a  $454  million 
profit  this  time  around — almost  as  much  as  Wal-Mart  mode.  Conversely, 
restructuring  handed  DuPont  a  negative  $  1.1  billion  earnings  sv/ing. 
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.OSSARY 

ies:  Includes  all  sales  and  other  operating 
■enues.  For  banks,  includes  all  operating 
enues. 

>fils:  Net  income  before  extraordinary 
ns.  For  banks,  profits  are  net  income  after 
;urity  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price^arnings  ratio:  Based  on  Oct.  22, 
1993,  common-stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  1 2-month 
period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 


OMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE  9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL, 

% 

SMIL 

% 

SMIL 

% 

$M1L 

% 

% 

% 

9-30 

10-22 

SHARE 

IL-INDUSTRY 

BMPOSITE 

988428.9 

4  2942270.0 

5 

48150.3 

26 

140557.6 

19 

4.9 

4.0 

12.1 

22 

t81 

iEROSPACE  &  DEFENSE 

IDUSTRY  COMPOSITE 

20607.3 

-1 

64338.0 

-1 

765.3 

5 

2429.3 

0 

3.7 

3.5 

13.7 

13 

3.39 

aeing 

5153.0" 

-25 

19782.0 

-13 

189.0 

-45 

940.0 

-21 

3.7 

5.0 

15,0 

10 

3.82 

enCorp  (1) 

482.1 

7 

1375  9 

-3 

7.7 

57 

31.6 

53 

1.6 

1.1 

14,4 

16 

1  05 

eneral  Dynamics 

900.0 

5 

2571.0 

1 

72.0 

148 

170.0 

79 

8.0 

3.4 

22,6 

9 

10.30 

rumman 

791.4" 

3 

2409.4 

-6 

29.9 

28 

91.0 

19 

3.8 

3.0 

16,0 

9 

3.93 

tckheed 

3475.0 

40 

9332  0 

30 

1 17.0 

36 

287.0 

25 

3.4 

3.5 

18,5 

10 

6.52 

artin  Marietta 

2466.1 

59 

6248.0 

39 

131.1 

36 

331.6 

23 

5.3 

6  2 

22,1 

1 1 

3.97 

orthrop 

1220.0 

-6 

3807  0 

-6 

26.0 

NM 

131.0 

99 

2.1 

NM 

14,0 

9 

3.91 

>hr  (5) 

252.4 

-28 

891.3 

-7 

0.1 

-99 

-37.4 

NM 

0.1 

2.7 

-16.8 

NM 

-1.71 

mdstrand 

324.7 

-12 

1007.2 

-6 

15.5 

-36 

60.0 

52 

4.8 

6.5 

19.6 

14 

2.77 

leflex 

156.9" 

14 

489.4 

17 

5.9 

-4 

23  7 

5 

3.8 

4  5 

12.9 

16 

1  92 

liokoj  (6) 

257.7 

-1 1 

862.9 

-12 

14.0 

4 

49  8 

2 

5.4 

4.7 

14.5 

8 

3.14 

lited  Technologies 

5128.0" 

-5 

15562.0 

-4 

157.0 

25 

351  0 

-5 

3.1 

2.3 

-0.7 

NM 

-0.22 

UTOMOTIVE 

OUSTRY  COMPOSITE 

75598.3 

4 

247328.1 

8 

889.9 

NM 

5707.1 

NM 

1.2 

NM 

11.1 

30 

1.61 

IRS  «  TRUCKS 

'  lOUP  COMPOSITE 

66403.5 

4 

219378.8 

8 

497.6 

NM 

4539.1 

NM 

0.8 

NM 

9.0 

40 

1.30 



irysler 

9713.0" 

5 

31648.0 

18 

423  0 

109 

1638,0 

NM 

4.4 

2.2 

32  3 

9 

5.73 

1  rd  Motor 

24498.0 

5 

80680.0 

8 

463.0 

NM 

1810.0 

436 

1.9 

NM 

4.4 

43 

1.39 

<  ineral  Motors 

30185.5" 

2 

101 173.3 

4 

-112.9 

NM 

1289,4 

NM 

NM 

NM 

4.4 

NM 

-0.40 

ivistar  International  (2) 

1123.0 

22 

3394.0 

24 

-312.0 

NM 

-295,0 

NM 

NM 

NM 

NM 

NM 

-12.74 

iccar 

884.1" 

29 

2483.5 

35 

36.5 

101 

96,7 

141 

4.1 

2.7 

11.3 

17 

3.60 

IRTS  &  EQUIPMENT 

1  tOUP  COMPOSITE 

5801.2 

9 

17893.3 

11 

208.4 

67 

662.4 

82 

3.6 

2.3 

17.3 

17 

2.31 

vin  Industries 

474.2 

0 

1470.7 

2 

7.4 

-38 

30,0 

-2 

1.6 

2.5 

9.4 

15 

1.78 

immins  Engine 

988.3 

9 

3130.1 

15 

40.7 

195 

130,0 

246 

4.1 

1.5 

32.3 

10 

8.66 

ina 

1290.7" 

9 

4032.5 

12 

33  2 

168 

93,3 

332 

2.6 

1.0 

15,6 

23 

2.51 

maldson  (5) 

149.2 

16 

407  6 

10 

9.0 

22 

21,9 

12 

6.0 

5.7 

17,1 

20 

2.03 

gle-Picher  Industries  (1) 

162.2 

4 

485.6 

8 

8.3 

0 

26,7 

23 

5.1 

5.3 

NM 

1 

3.08 

ton 

1053.0 

4 

3286.0 

7 

44.0 

57 

147.0 

46 

4.2 

2.8 

17.7 

19 

2.66 

lilin  (4) 

520.9 

9 

1487.2 

9 

28.2 

42 

74.7 

46 

5.4 

4.2 

13.2 

19 

1.60 

deral-Mogul 

370.0 

24 

1 182.3 

31 

10.0 

233 

32.8 

310 

2.7 

1.0 

6.5 

37 

0.71 

»dine  Mfg.  (9) 

157.0 

9 

450.0 

8 

11.6 

37 

31.0 

27 

7.4 

5.9 

16.2 

20 

1.27 

lith  (A.O.) 

272.8 

13 

884  7 

13 

5.5 

31 

33.6 

60 

2.0 

1.7 

14  8 

14 

1.95 

indard  Motor  Products 

161.3 

17 

4503 

8 

5.7 

103 

15.3 

161 

3.5 

2.0 

10.8 

16 

1.39 

indard  Products  (6) 

201.7 

23 

626.3 

22 

4.9 

9 

26.0 

19 

2.4 

2,7 

15  3 

16 

2.21 

tE  &  RUBBER 

OUP  COMPOSITE 

3393.5 

-2 

10056.0 

-1 

183.9 

27 

505.6 

27 

5.4 

4.2 

22.2 

15 

2.59 

ndag 

154.3 

0 

429.8 

0 

22.5 

1 

55.7 

-8 

14.6 

14.5 

21.8 

19 

2.85 

oper  Tire  &  Rubber 

326.1 

7 

898.8 

2 

25.2 

-17 

74.4 

0 

7.7 

10,0 

20.3 

17 

1.30 

todyear  Tire  &  Rubber 

2913.1 

-3 

8727.4 

-1 

136  2 

49 

375.5 

42 

4  7 

3,0 

22.7 

14 

3.29. 

ird  quarter  ended  Aug.  31 .  (2)  Third  quarter  ended  July  3 1  (3)  Fourth  quarter  and  most  recent  six  months  ended  Sept.  30.  (4)  Fourth  quorter  and  most  recent  six  months  ended  Aug. 
)  Fourth  quarter  and  most  recent  six  months  ended  July  3 1 .  (6)  First  quarter  and  most  recent  six  months  ended  Sept.  30.  (7)  First  quorter  and  most  recent  six  months  ended  Aug  31.  (8) 
uarter  and  most  recent  six  months  ended  July  3 1 .  (9)  Second  quarter  and  most  recent  six  months  ended  Sept.  30.  ( 1 0)  Second  quarter  and  most  recent  six  months  ended  Aug.  31.  (11) 
d  quarter  and  most  recent  six  months  ended  July  31 .  'Sales  include  excise  taxes.  "Sales  include  other  income.  '"Soles  include  excise  taxes  and  other  income.  tRevenues  from  ma- 
>sidiaries  not  included  in  consolidated  sales.  Earnings  per  shore  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fiscal  year;  they  include  all  common-stock  equivalents 
dude  extraordinary  items.  NA  =  not  available.  NM  =  not  meoningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  A  DIVISION  OF  McGRAW-HILL  INC. 
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% 

SMIL, 

% 

% 

9-30 
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3  BANKS 

INDUSTRY  COMPOSITE 

54592.2 

4 

159539.3 

2 

6957.5 

61 

18446.1 

47 

12.7 

8.2 

14.7 

II 

(a)  BANKS-EAST 

GROUP  COMPOSITE 

29438.3 

6 

85379.4 

3 

3307.2 

65 

8158.2 

46 

11.2 

7.3 

14.8 

10 

3.1 

Bank  of  Boston 

2019.1 

38 

5064.8 

16 

41.4 

-24 

172.3 

20 

2.1 

3.7 

9  6 

12 

1; 

Bank  of  New  York 

963.0 

-1 

2888.0 

-1 

151.0 

45 

402.0 

43 

15.7 

10.7 

13.1 

10 

5.: 

Bankers  Trust  New  York 

2106.0 

27 

5760.0 

15 

310.0 

87 

791.0 

56 

14.7 

10.0 

24.4 

7 

11.: 

Chase  Manhattan 

28U.0 

5 

8386.0 

1 

267.0 

52 

153.0 

-67 

9.5 

6.6 

3.0 

31 

1. 

Chemical  Banking 

3077.0 

2 

9300.0 

0 

502.0 

78 

1257.0 

61 

16.3 

9.3 

15.8 

7 

5. 

Citicorp 

8095.0 

1 

23797.0 

0 

528.0 

355 

1344.0 

204 

6.5 

1.4 

14.8 

1 1 

3. 

CoreStates  Financial 

516.3 

0 

1504.1 

-5 

86.0 

27 

242.6 

26 

16.7 

13.2 

17.0 

1 1 

2. 

First  Fidelity  Bancorporation 

61 2.7 

3 

1 820.4 

-1 

101.5 

23 

292.1 

30 

1 6.6 

1 3.8 

1 5.9 

9 

4. 

Fleet  Financial  Group 

1 246.3 

0 

3563.4 

0 

1 27. 1 

66 

352  0 

78 

1 0.2 

6.1 

1 3.9 

1 2 

2. 

Integra  Financial 

278.8 

- 1 0 

837.2 

-3 

37.2 

- 1 2 

115.5 

27 

13.3 

1 3.6 

1 8.0 

10 

4.' 

KeyCorp 

710.9 

5 

2 1 20.6 

5 

1 02.6 

3 1 

297.4 

3 1 

1 4.4 

1 1 .5 

1 6.6 

9 

3. 

Mellon  Bank 

843.0 

9 

2400.0 

1  14.0 

-27 

247.0 

-26 

1 3.5 

20.2 

1 1 .3 

1 2 

4 

fVlialantic 

248.7 

-1 9 

76 1 .9 

-27 

46.9 

1 75 

72.3 

NM 

1 8.9 

5.5 

7.9 

1 6 

1 . 

fnorgon  (J.  r.j 

3 1 24.0 

1 5 

8953.0 

1 4 

468.0 

46 

1531.0 

46 

1 5.0 

1  1 .8 

2 1 .4 

9 

8. 

PNC  Bank 

1 056. 1 

6 

3 1 24.8 

2 

2 1 7.7 

64 

573.8 

49 

20.6 

1 3.3 

1 8. 1 

9 

3. 

589.8 

-1 

1  729. 1 

-1 

77.6 

1 5 

22 1 .3 

1 5 

1 3.2 

1 1 .4 

13.9 

1 0 

4 

Shawmut  National 

483  8 

1 

1 443  5 

-6 

71 .1 

609 

1 1 0  9 

1 23 

1 4.7 

2.1 

7.4 

20 

1 . 

CAsAa  C&»aa&  Da«-&a» 

3tate  street  boston 

388.3 

7 

1 122.8 

6 

46.3 

1 1 

132.1 

1 3 

1 1 .9 

1 1 .6 

17.1 

1 7 

2. 

%jjt>  rinanciai 

265.6 

~4 

^6 

1  1  .o 

Z/ 

50.8 

4 1 

4.5 

o.y 

7.2 

1 . 

(bIBANKS-MIDWEST 

CROUP  COMPOSITE 

10553.9 

4 

31001.4 

1 

1681.9 

130 

4620.9 

63 

15.9 

7.2 

16.2 

11 

2.1 

Banc  One 

1794.6 

-1 

5399.0 

-3 

284.9 

16 

834.3 

24 

15.9 

13.5 

16.6 

12 

3. 

Boatmen's  Bancshares 

523.5 

3 

1519.6 

0 

77.9 

7 

224.4 

20 

14.9 

14.3 

13.2 

12 

2. 

Comerica 

548.1 

-5 

1662.5 

-7 

83,7 

-3 

250.5 

64 

15.3 

15.1 

1.5.3 

9 

2. 

Continental  Bank 

456,0 

6 

1306  0 

-3 

68.0 

28 

190.0 

18 

14.9 

12.4 

14.8 

7 

3. 

Fifth  Third  Bancorp 

241.5 

8 

710.5 

7 

516 

19 

144.1 

20 

21.4 

19.3 

17.0 

17 

3. 

First  Bank  System 

556.9 

2 

1674.5 

0 

91.1 

50 

202.1 

18 

16.4 

11.1 

7  5 

24 

1. 

First  Chicago 

1354  1 

26 

3655  8 

13 

284.1 

NM 

631.7 

NM 

21.0 

NM 

23.2 

5 

8. 

First  of  America  Bank 

450.4 

-4 

1351.0 

-3 

63.4 

1  1 

181.6 

36 

14.1 

12.3 

15.7 

1 1 

3. 

Firstar 

304.6 

2 

902.4 

1 

51.4 

19 

151.8 

25 

16.9 

14.5 

172 

1 1 

3. 

Huntington  Bancshares 

385  8 

12 

1  103.6 

6 

59.4 

51 

168.1 

50 

15.4 

1 1.4 

18.9 

1 1 

2. 

Mercantile  Bancorporation 

220.8 

-6 

671.8 

-1 

30.3 

26 

85.5 

23 

13.7 

10.3 

13.3 

10 

4. 

National  City 

669  0 

-2 

1998.1 

-5 

102.7 

15 

300  5 

17 

15.3 

13.2 

15.6 

1 1 

2. 

NBD  Bancorp 

799  4 

-5 

2413.3 

-5 

125.2 

248 

362  9 

60 

15.7 

4.3 

14.8 

11 

2. 

Northern  Trust 

320.3 

5 

941.3 

2 

42,8 

12 

124.6 

12 

13.4 

12.5 

17.2 

15 

2. 

Norwest 

1300.2 

6 

3884.7 

8 

167,3 

26 

478  6 

28 

12  9 

10.8 

16.6 

15 

1. 

Society 

628.8 

9 

1807.3 

-1 

98,2 

19 

290.1 

35 

15.6 

14.3 

18.6 

9 

3. 

(c)  BANKS-SOUTH  «  SOUTHEAST 

GROUP  COMPOSITE 

7423.5 

4 

21575.6 

-1 

1049.3 

16 

3022.5 

25 

14.1 

12.7 

14.5 

11 

3.i 

AmSouth  Bancorporation 
Barnett  Banks 
Crestar  Financial 
First  Union 


235.4 
775  5 
274.5 
1464  6 


14 


685.2 
2371.1 

804.8 
4259.5 


1  1 

-9 
-1 
2 


35.1 
111.1 

37  2 
195.4 


33 
56 
73 
21 


103.6 
307  7 
101.8 
622.2 


38 
52 
96 
66 


14.9 
14.3 
13.5 
13.3 


12.7 
8  5 
8.1 

1 1.7 


14.0 
1 1.5 
12.1 
15.1 


10 
14 
12 
9 


NationsBank 
Signet  Banking 
SouthTrust 
SunTrust  Banks 
Wachovia 


2641.0 
298.1 
279.2 
772.8 
682  4 


7 
17 
14 

-2 
-1 


7424.0 
851.2 
814.9 
2318.1 
2046.8 


-2 
9 
14 

-5 
-3 


341.0 
45.8 
39.1 
120.3 
124.4 


-3 
60 
34 
13 
14 


928  0 
124.5 
1 1  1.2 
354.5 
369  1 


2 
61 
35 
13 
14 


12.9 
15.4 
14,0 
15,6 
18,2 


14.2 
1 1.3 
1 1,9 
13,5 
15,7 


13.7 
17.6 
15  0 
16.4 
16.2 


1 1 
12 
10 
12 
14 


(d)BANKS-WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

7176.4 

-5 

21582.9 

1 

919.0 

36 

2644.4 

51 

12.8 

9.0 

12.5 

10 

*■< 

Bancorp  Hawaii 

241.7 

5 

706.9 

0 

30.1 

-5 

96  9 

3 

12.5 

13.8 

13.5 

10 

4. 

BankAmerica 

3952  0 

-7 

n  905.0 

7 

486.0 

2 

1458,0 

43 

12,3 

1 1.2 

12.3 

9 

4. 

First  Interstate  Bancorp 

972.9 

-2 

2929.1 

-6 

150.5 

100 

406,0 

103 

15,5 

7.6 

13.9 

1  1 

5. 

U.  S.  Bancorp 

504.3 

8 

1462.1 

2 

65.8 

58 

190.9 

34 

13.1 

8.9 

15.2 

10 

2 

Union  Bank 

316.5 

-7 

950.8 

-9 

21.6 

-27 

70.7 

-8 

6.8 

8.7 

8.0 

1 1 

2. 

Wells  Fargo 

1 189.0 

-8 

3629  0 

-8 

165.0 

588 

422  0 

88 

13.9 

1.8 

12  2 

15 

7. 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

29522.9 

-4 

90781.8 

-2 

28.5 

-98 

2863.1 

-35 

0.1 

4.6 

5.7 

45 

Air  Products  &  Chemicals  (3) 

855  5 

2 

2514.2 

2 

-14.2 

NM 

131.9 

-38 

NM 

8  5 

9  4 

23 

1. 

American  Cyanamid 

899.4 

-4 

3291.4 

2 

49.6 

-7 

-70.4 

NM 

5.5 

5.7 

0.1 

NM 

Arco  Chemical 

782.0 

-1 

2352.0 

1 

47.0 

-33 

146.0 

-2 

6.0 

8.9 

12.2 

22 

Betz  Laboratories 

176.5 

-3 

516.5 

-3 

17.6 

-18 

55.6 

-10 

10.0 

1 1.7 

21.7 

17 

2. 

Crompton  &  Knowles 

134.0 

2 

415.5 

9 

1 1.5 

14 

39.5 

20 

8  6 

76 

21.6 

20 

0. 

Dexter 

220.1 

-5 

665.9 

-8 

8.3 

-9 

25  8 

-13 

3.8 

3.9 

10  9 

17 

1. 

Dow  Chemical 

4370.0** 

-8 

13555.0 

-5 

139.0 

-9 

690.0 

32 

3.2 

3.2 

5.3 

35 

1. 

DuPont 

9231.0*** 

-5 

27847.0 

-3 

-680  0 

NM 

329  0 

-71 

NM 

4.3 

1.3 

NM 

0. 

126  BUSINESSWEEK/NOVEMBER  15,  1993 


Footnotes  on  page  1 25 


CORPORATE  SCORES 


:OMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

UUAK  ItK 

MUNI  n  J 

UUAKItK 

M*J!N  1  no 

10  MONTH*; 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

$MIL. 

% 

SMIL. 

% 

% 

% 

9-30 

10-22 

SHARE 

ngelhard 

558.1*' 

-5 

161 1.5 

-13 

27.6 

15 

78.2 

9 

4.9 

4.1 

16.9 

25 

1 .09 

tnyl 

AQA  O 

z 
O 

1 45 1  7 

1 9 

20  0 

—1 1 

77  1 

]  7 

4  1 

4  8 

1 9  1 

1 3 

1 .35 

erro 

263.7 

o 

tJUU.D 

4 

1 

417 

_o 
z 

7 

5  4 

16  8 

]  7 

1  86 

rGCport-McAAoRon 

3116 

-15 

950  1 

-24 

32  4 

-75 

-82.2 

NM 

1 0.4 

35.1 

-90.1 

NM 

-0.56 

uller  (H.  B.)  (1) 

252  2 

6 

727.5 

4 

8.8 

-15 

20.6 

-22 

3.5 

4.3 

1 1 .4 

1 5 

2.13 

•eon 

254.5 

1 2 

TO  O 
/  ZA.Z 

7 

0.0 

NM 

A  7 
O./ 

0  0 
z  .z 

— T  1 

reorgia  Gulf 

1 99.6 

0 

O/ O./ 

~1 

1  U.  1 

/ 

T  1  7 

—  1 

1  0 

O.  1 

o.o 

1 9 

0  98 

rooancn  (d.  r,; 

OUU.o 

1  OOfl  fl 
1  O  JU.U 

537 

65  8 

435 

3  4 

0  4 

4  8 

32 

1  40 

treat  Lakes  Chemical 

469  7 

28 

1361.7 

25 

68.5 

14 

202.8 

1 8 

14.6 

16.4 

22.9 

20 

3.69 

■anna  [m,  f\,) 

4'JU.O 

1  1  AT 

1  O 

S  0 

O.T 

28 

216 

37 

2  2 

1  9 

7  7 

20 

1  60 

yK%m  rerriiizer  uroup  \o/ 

ZOO. 4 

0  1 

T/(  1 

ZZ  -O 

-1 65  0 

8  4 

—37  4 

-7  30 

iternotional  Specialty  Products 

1  ZT.Z 

y 

4/ J  .O 

A  A 
CO 

-63 

32  9 

—39 

5  3 

12  8 

6  8 

]  7 

0  36 

octite 

153.4 

-4 

460.6 

0 

16.3 

-24 

53.4 

1 

10.6 

13.5 

21.0 

18 

2.04 

ubrizol 

QOO  0 

o 

o 

1  1  04.4 

—  A 
4 

—  ICO 

1  0  .7 

50  9 

0 

o.z 

8  6 

34 

0  99 

yondell  Petrochemical 

ooO.U 

04 

—  1  A 
1  o 

0  n 

y  .u 

-25 

—  10  0 

1  0 

0  9 

0  10 

Monsanto 

1849  0 

-2 

6020,0 

2 

95.0 

107 

436.0 

52 

5.1 

2.4 

0.7 

NM 

0.26 

lOrTon  mTernarionai  (o) 

o  1  y.o 

1  <: 

1  Q  j<  A  1 
1  040.  1 

1 0 

4z.y 

OT 
zO 

yy  .0 

—  1  C\ 
1  u 

A  0 

o.y 

A  'J 

O.O 

110 
1  1  .z 

J  J 

2  72 

laico  Chemical 

J04.U 

1 

'\r\AC\ 

\  IJ4U.D 

o 

£. 

TO  T 

Jo./ 

1  1 
1  1 

1  1  1  o 

1  1  1  .y 

7 

1  n  0 
1  u.y 

1  u.u 

07  0 

z/  .y 

1 6 

2  02 

IL  Industries 

Aoo  n 

1 U 

—  IDT 

NM 

— Afl  0 
OU.z 

-1  52 

)lin 

606.8 

5 

1824.2 

0 

5.0 

-15 

31.0 

-39 

0.8 

1.0 

2.5 

35 

1.24 

raxair 

608.0 

-7 

1825.0 

-7 

32.0 

-3 

103.0 

7 

5.3 

5.1 

14.6 

23 

0.67 

ohm  &  Haas 

799.0** 

-1 

2509.0 

9 

-21.0 

NM 

100.0 

-45 

NM 

6.3 

6.1 

40 

1.24 

chulman  (A.)  (4) 

160.4** 

-13 

509.3 

-8 

12.0 

-6 

29.9 

-13 

7.5 

6.9 

12.9 

23 

1.30 

irra  Industries 

250.5** 

31 

1070.8 

10 

-2.5 

NM 

28.4 

52 

NM 

NM 

8.1 

16 

0.29 

nion  Carbide 

1  130.0 

-9 

3567.0 

-3 

38.0 

73 

121.0 

21 

3.4 

1.8 

8.2 

24 

0.83 

/ellman 

210.2 

-1 

632.2 

1 

7.0 

-45 

41.6 

5 

3.3 

6.0 

10.6 

10 

1.66 

/itco 

540.6 

27 

1643.2 

29 

13.6 

-28 

47.3 

-15 

2.5 

4.4 

6.0 

32 

093 

ONGLOMERATES 


IDUSTRY  COMPOSITE 

37835.8 

2 

111525.3 

3 

2269.3 

48 

5813.4 

25 

6.0 

4.1 

12.8 

34 

2.84 

IliedSignal  t 

2822.0 

-4 

8778.0 

-2 

168.0 

24 

4870 

23 

6.0 

4.6 

26.2 

16 

4.42 

oitec  Industries 

316.1 

-4 

990.6 

-4 

18.5 

-7 

42.0 

4 

5.9 

6.0 

NM 

17 

0.95 

art  Group  (11) 

331  7 

6 

992.3 

6 

0.7 

-34 

-0.4 

NM 

0.2 

0.3 

0.5 

NM 

0.57 

iai 

770.4 

4 

2182.5 

0 

37.2 

15 

81.7 

14 

4.8 

4.4 

7.3 

58 

0.71 

eneral  Electric 

14858.0** 

4 

42475.0 

4 

1206.0 

21 

2947.0 

-5 

8.1 

7.0 

17.1 

20 

4.87 

arcourt  General  (2) 

1157.2** 

17 

3128.7 

12 

106.8 

51 

144.4 

53 

9.2 

7.1 

15.9 

21 

2.06 

T 

5205.0 

-5 

15824.0 

-1 

252.0 

123 

744.0 

108 

4.8 

2.1 

1.2 

NM 

0.63 

rv 

1053.2 

12 

3045.8 

6 

0.4 

NM 

140.1 

NM 

0.0 

NM 

35.4 

NA 

NA 

ational  Intergroup  (9) 

1371.1 

14 

3991.3 

27 

0.1 

-96 

1.1 

-93 

0.0 

0.3 

-2.8 

NM 

-0.51 

all  (5) 

198.9 

-3 

538.9 

-2 

39.1 

6 

67.3 

-19 

19.7 

18.0 

14.4 

31 

0.68 

enn  Central 

420.6 

20 

1 174.2 

15 

86.2 

663 

192.3 

485 

20.5 

3.2 

12  4 

7 

4.43 

remark  International 

744.8 

4 

2214.1 

4 

32.9 

NM 

97.9 

NM 

4.4 

NM 

20.0 

16 

4.48 

iledyne 

597.9 

-16 

1858.8 

-14 

15.2 

-7 

57  1 

61 

2.5 

2.3 

24.4 

22 

1.22 

inneco 

3150.0 

-1 

9879.0 

1 

116.0 

152 

301.0 

130 

3.7 

1.4 

-21.9 

NM 

-3.80 

ixtron 

2232.3 

10 

6648.4 

8 

99.5 

19 

276  6 

18 

4.5 

4.1 

14.0 

14 

4.09 

1903.0 

-6 

5943.0 

-4 

51.0 

19 

157.0 

16 

2.7 

2.1 

14.2 

20 

3.35 

fhitmon 

703  7 

6 

1860.9 

5 

39.8 

14 

77.3 

18 

5.7 

5.3 

21.6 

16 

0.97 

:  ONSUMER  PRODUCTS 


IDUSTRY  COMPOSITE 

62748.8 

1 

182787.3 

3 

4023.6 

-5 

10824.9 

-11 

6.4 

6.8 

20.6 

19 

1.84 

PPAREL 

ROUP  COMPOSITE 

6275.8 

3 

17148.1 

6 

399.8 

74 

981.7 

33 

6.4 

3.8 

15.5 

15 

1.92 

rown  Group  (11) 

456.6 

10 

1370.3 

7 

5.5 

1 

18.8 

NM 

1.2 

1.3 

10.4 

20 

1.72 

ortmarx  (1 ) 

189.0 

-28 

547.8 

-35 

1.9 

NM 

-2.8 

NM 

1.0 

NM 

2.8 

52 

0.13 

>nes  Apparel  Group 

165.7 

19 

432  4 

26 

19.6 

13 

41.0 

17 

11.8 

12.5 

29.6 

16 

1.81 

ellwood  (8) 

298.5 

19 

843.4 

20 

9.9 

17 

22  7 

22 

3.3 

3.4 

10.5 

17 

2.19 

A.  Gear  (1) 

143.0 

5 

303.9 

-13 

7.2 

NM 

-17.5 

NM 

5.1 

NM 

-86.1 

NM 

-2.48 

z  Claiborne 

621  9 

1 

1660.2 

1 

38.3 

-41 

1 10,4 

-34 

6.2 

10.4 

16  0 

9 

1.98 

ike  (7) 

1 107.9 

1 

3063.2 

9 

1 14.1 

-7 

280.5 

2 

10.3 

11.1 

20.8 

10 

4.63 

ine  West  Group 

158.7 

19 

404.5 

18 

18.7 

32 

45,7 

62 

1 1.8 

10.6 

34.2 

17 

1.78 

xford  Industries  (7) 

148.7 

1 1 

423.7 

7 

4.0 

28 

1 1,0 

19 

2.7 

2.3 

13.5 

13 

1.80 

lillips-Van  Heusen  (11) 

264.0 

10 

758.4 

12 

7.8 

20 

15.2 

3 

2.9 

2.7 

17.3 

24 

1.38 

sebok  International 

808,5 

-6 

2291.3 

-3 

63.9 

-14 

172.7 

-5 

7.9 

8.6 

12.7 

24 

1.20 

jssell 

266  6 

3 

680.3 

6 

-3.8 

NM 

25.0 

-52 

NM 

9.2 

9.4 

20 

1.34 

ride  Rite  ( 1 ) 

166.5 

-1 

471.8 

-1 

18.4 

-11 

52.9 

-1 1 

1 1.0 

12.3 

18.3 

15 

1.08 

mberland 

140.3 

52 

295.7 

46 

1 1.2 

63 

15.5 

91 

8.0 

7.5 

16.9 

40 

1.83 

iltex 

187.1** 

3 

378.4 

1 1 

6.3 

-37 

5.3 

-3 

3.4 

5.5 

10.1 

15 

0.55 

F 

1152.8 

2 

3222.9 

15 

76.8 

0 

185.3 

1 1 

6.7 

6.8 

16.8 

10 

4.04 

PPLIANCES  &  HOME  FURNISHINGS 

lOUP  COMPOSITE 

6965.2 

12 

20651.8 

11 

243.6 

NM 

617.1 

143 

3.5 

NM 

11.1 

27 

1.06 

rmstrong  World  Industries 

660.1 

0 

1901.0 

-3 

42  3 

NM 

85.5 

NM 

6.4 

NM 

9.1 

29 

1.49 

'     Buy  (10) 

563.0 

97 

1618,5 

86 

7.6 

190 

19.9 

122 

1.3 

0.9 

9.4 

42 

1.38 

rcuit  City  Stores  (10) 

906.7 

26 

2803.9 

24 

28.0 

30 

106.0 

38 

3.1 

3.0 

20.7 

21 

1.27 

eilig-Meyers  (10) 

204.7** 

34 

573.9 

27 

1 1.4 

42 

34.5 

36 

5.6 

5.3 

1 1.0 

33 

0.95 
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COMPANY  SALES   PROFITS 


MAROINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONT 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNIh 

1 993 

1992 

1993 

1 992 

1 993 

1992 

1 993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9-30 

10-22 

SHAF 

Kimball  International  (6) 

197,9 

16 

573  3 

14 

10,3 

40 

28.8 

1 

5.2 

4.3 

10.1 

21 

1-5 

Lo-Z-Boy  Chair  (8) 

162.1 

16 

530.3 

14 

4,0 

43 

22.0 

34 

2.5 

2.0 

10  6 

20 

1.5, 

Ladci  Furniture 

1  OT  1 
1  //  .  J 

Z 

TOT  T 

07/  .J 

Q 

O 

U,4 

-45 

4.5 

42 

0.3 

0.6 

4.0 

31 

0.2, 

Leggett  &  Piatt 

395.4 

16 

1 130.1 

15 

22.3 

19 

62.9 

29 

5.6 

5.5 

17.1 

23 

1.9 

Maytag 

770.2 

5 

2240.3 

-1 

23.0 

NM 

33.8 

NM 

3.0 

NM 

7.7 

36 

0,4 

Pier  1  Imports  (10) 

181.4 

9 

505.8 

8 

7.3 

-1 

17.3 

-14 

4.0 

4.5 

9,5 

21 

0,5 

Sealy  ( 1 ) 

189.9 

9 

508.4 

6 

12.5 

121 

18.9 

178 

6.6 

3.2 

8,0 

NA 

0  7 

Sunbeam-Oster 

219.3 

10 

802.1 

11 

16,3 

37 

64.9 

45 

7.4 

6.0 

15.0 

20 

0  9 

Toro  (5) 

176.4 

28 

570.9 

9 

2.6 

NM 

17,2 

NM 

1.5 

NM 

9.0 

24 

1  0 

Whirlpool 

1909.0 

0 

5629.0 

3 

70.0 

27 

162,0 

13 

3.7 

2,9 

15.2 

21 

3  1 

Zenith  Electronics 

301.8 

-4 

867.0 

1 

-14.5 

NM 

-61,0 

NM 

NM 

NM 

-45.7 

NM 

-2  6 

(c)  BEVERAGES 

GROUP  COMPOSITE 

15280.4 

8 

42764.9 

8 

1002.7 

-24 

3462.0 

0 

6.6 

9.4 

26.3 

25 

1.6 

Anheuser-Busch 

3156.7 

2 

8650.9 

0 

-75.0 

NM 

427.7 

-49 

NM 

10.0 

12.9 

23 

2  1 

Brown-Forman  (8) 

322.5 

-1 

1017.8 

8 

29.5 

-16 

99.2 

-2 

9.1 

10.8 

19.5 

15 

5  4 

Coca-Cola 

3629.0 

3 

10584,0 

8 

590.0 

9 

1722.0 

16 

16.3 

15  4 

49.7 

26 

1  6 

Coca-Cola  Bottling  Consolidated 

181.9 

6 

530.7 

8 

5.7 

480 

13.1 

693 

3.1 

0.6 

41.1 

24 

1,4 

Coca-Cola  Enterprises 

1487.0 

10 

4143  0 

8 

-30.0 

NM 

-18.0 

NM 

NM 

1,3 

-3  9 

NM 

-0,3 

Dr  Pepper/Seven-Up 

186.9 

1 1 

540.2 

7 

24  3 

NM 

72.6 

NM 

13.0 

0.1 

NM 

21 

0,9 

PepsiCo 

6316  4 

14 

17298  3 

14 

458  2 

9 

1 145.4 

1  1 

7.3 

7.6 

23  9 

23 

1  7 

fiPOUP  COMPOSITE 

13414.4 

_l 

39094.3 

Q 

1139.8 

32 

1290.4 

-46 

8.5 

6  4 

1A  O 

«  1 

1  A 

Avon  Products 

957.1 

2 

2748.3 

4 

54,0 

0 

144.2 

101 

5.6 

5.7 

1 1 1.0 

14 

3,4 

Block  Drug  (9) 

153  5 

-4 

458.8 

0 

10,8 

-32 

41,3 

-1 1 

7.0 

9,9 

1 1.3 

1 1 

2  9 

^lorox  (o) 

449.7 

1 4 

1319.7 

-2 

46,3 

4 

1 42,6 

5 1 

1 0.3 

1 1 ,2 

1 9.7 

1 7 

3 , 1 

Colgate-Palmolive 

1823.1 

-1 

5300.9 

1 

142,8 

1  1 

426.0 

16 

7.8 

7.0 

23.5 

18 

3  2 

Ecolab 

275.5 

6 

774,1 

4 

23.3 

16 

55.1 

21 

8.5 

7.7 

20.4 

20 

2  3 

Gillette 

1339.7 

7 

3793.6 

4 

145,0 

13 

422.0 

12 

10.8 

10.3 

36.8 

24 

2  5 

Helene  Curtis  Industries  (10) 

338,1 

5 

915.7 

6 

4.2 

-48 

12.3 

-29 

1.3 

2.5 

8.6 

15 

1  7 

NCH  (8) 

169.6 

-3 

505.1 

-2 

7,6 

-32 

24.3 

-16 

4.5 

6.3 

11.7 

14 

4  1 

Procter  &  Gamble  (6) 

7564.0 

-4 

22279,0 

-1 

670,0 

63 

-47.0 

NM 

8.9 

5.2 

5,8 

81 

0,6 

Stanhome 

182.5 

0 

534.2 

0 

1  1,9 

2 

16,9 

-46 

6.5 

6.4 

13.1 

17 

1,6 

Tambrands 

161,4 

-8 

464.8 

-10 

23.8 

-29 

52.6 

-42 

14.8 

19.2 

69,3 

20 

2  1 

(e)  TOBACCO 

GROUP  COMPOSITE 

20813.0 

-5 

63128.3 

-1 

1237.8 

-33 

4473.7 

-15 

5.9 

8.5 

23.4 

11 

2.2 

American  Brands 

3302.0* 

-12 

9885.6 

-9 

85,0 

-58 

483.4 

-26 

2.6 

5.4 

17,0 

9 

3,^ 

Culbro  (1) 

357.9** 

23 

1034.2 

21 

0,6 

-51 

0.5 

-81 

0.2 

0.4 

-0,3 

NM 

-0  0 

Philip  Morris 

12584.0 

-1 

38305.0 

2 

971.0 

-25 

3242.0 

-13 

7.7 

10.2 

35.2 

11 

5  C 

RJR  Nabisco  Holdings 

3598.0 

-1 1 

11053.0 

-5 

74.0 

-71 

426.0 

-30 

2,1 

6.3 

6,6 

13 

0,4 

Universal  (6) 

690.7** 

-16 

2023.1 

-10 

18.5 

-22 

39,7 

-13 

2  7 

2.9 

17  9 

1 1 

2  2 

UST 

280.3* 

3 

827.4 

7 

88.7 

5 

282,1 

21 

31,6 

31.0 

69  5 

18 

16 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 

6810.2 

1 

20021.2 

3 

76.1 

-61 

339.5 

-40 

1.1 

2.9 

2.6 

43 

0.4 

(a)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2743.3 

11 

7772.3 

10 

106.4 

4 

284.6 

12 

3.9 

4.2 

13.6 

16 

1.3 

Ball 

683.0 

21 

1883,2 

14 

3,8 

-82 

26.2 

-48 

0,6 

3.7 

5.6 

22 

12 

Crov/n  Cork  &  Seal 

1145.7 

12 

3227.4 

12 

59.7 

18 

145.7 

16 

5  2 

4.9 

14.5 

19 

2,C 

Owens-Illinois 

914.6 

4 

2661  7 

4 

42,9 

37 

1 12.7 

44 

4  7 

3.6 

21.0 

10 

0  9 

(b)  PAPER 

GROUP  COMPOSITE 

4066.9 

-5 

12248.9 

-1 

-30.3 

NM 

54.9 

-82 

NM 

2.2 

-1.5 

NM 

0.0 

ACX  Technologies 

162,8 

16 

484.0 

9 

3.7 

NM 

10.4 

NM 

2  3 

NM 

-2.3 

NM 

Bemis 

299.5 

2 

895.4 

2 

1.0 

-93 

27.2 

-33 

0.3 

5.0 

1 1.7 

25 

0,t 

Federal  Paper  Board 

324.0 

-4 

973.4 

-3 

-6.0 

NM 

12.9 

-81 

NM 

7.7 

2,3 

40 

0,_' 

Greif  Bros.  (2) 

130.8 

2 

389  7 

3 

4  1 

-27 

15.4 

-21 

3.2 

4.4 

8.8 

18 

2,1 

Longview  Fibre  (2) 

175.8 

-1 

510.7 

1 

14,6 

68 

33,1 

49 

8.3 

4.9 

10  6 

20 

0.6 

Nashua 

147.9 

-2 

430,6 

6 

4,4 

56 

10  9 

253 

3.0 

1.9 

10.5 

13 

2  C 

Paragon  Trade  Brands 

144.9 

8 

425.2 

18 

9.0 

28 

23.2 

44 

6.2 

5.2 

17.6 

NA 

N 

Riverwood  international 

295.6 

-2 

849,5 

2 

-1.8 

NM 

7.8 

-78 

NM 

2.6 

3.3 

50 

0-5 

Sonoco  Products 

462.1 

0 

1407.6 

4 

28,5 

5 

87.2 

12 

6,2 

5.9 

15  0 

20 

1  C 

Stone  Container 

1242.6 

-15 

3816.5 

-9 

-99  2 

NM 

-233.5 

NM 

NM 

NM 

-58,2 

NM 

Temple-Inland 

680.9 

1 

2066  3 

3 

1 1.4 

-71 

60.3 

-50 

1.7 

5  8 

5,0 

26 

l,i 

8  DISCOUNT  &  FASHION 

RETAILING 

INDUSTRY  COMPOSITE 

86263.1 

10 

263320.0 

9 

1924.2 

152 

8349.8 

111 

2.2 

1.0 

12.9 

24 

1.S 

Ames  Department  Stores  (11) 

500.4 

-15 

1689.1 

-1 1 

-10.0 

NM 

-416,9 

NM 

NM 

NM 

NM 

NA 

AutoZone  (4) 

439.2 

26 

964,3 

23 

33.9 

33 

69.8 

38 

7,7 

7.3 

24.1 

43 

1.: 

Baker  (J.)  (11) 

232,5 

74 

578.2 

52 

6,4 

100 

13.8 

91 

2,7 

2.4 

9,4 

13 

1.^ 

Bradlees  (11) 

392.1 

7 

1437.9 

4 

-5,0 

NM 

16.4 

12 

NM 

NM 

12.7 

9 

1.i 

Caldor  ( M ) 

544,8 

1 1 

1759.2 

14 

6,7 

37 

38.7 

32 

12 

1.0 

15.0 

13 

2.( 

Carter  Hawley  Hale  Stores  (11) 

494,8** 

-1 

1711.8 

2 

-42.5 

NM 

-25.0 

NM 

NM 

NM 

178.4 

1 

27.i 

Charming  Shoppes  (11) 

308  6 

7 

921.1 

9 

20,6 

-5 

62.7 

9 

6  7 

7.5 

16.6 

18 

0.; 

CML  Group  (5) 

132,6 

34 

538,3 

32 

4.6 

54 

52.2 

61 

3,5 

3.0 

•  32,6 

26 

1.1 
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CORPORATE  SCORES 


OMPANY  SALES   PROFITS  

MAROINS  RETURN  ON 

COMMON  12 

3RD           CHANGE           9          CHANGE           3RD          CHANGE          9           CHANGE      3RD         3RD  EQUITY  PRICE-  MONTHS' 

QUARTER         FROM        MONTHS       FROM         QUARTER        FROM       MONTHS        FROM     QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1993             1992            1993           1992             1993            1992           1993           1992         1993        1992  ENDING  RATIO  PER 

SMIL              %             $Mlt            %              SMIL             %            SMIL             %            %            %  9-30  ia22  SHARE 


insolidated  Stores  (1  1)                    234  4  15  750.0  16  6.6  28  31  4  23  2.8  2  5  16.7  27  0.77 

(Stco  Wholesale  (4)  2406.9  14  5945.3  15           34.9  -11  86.6  -7  1.5  1.9  11.9  NA  0.90 

lyton  Hudson  (11)  4287.0"  8  14228.0  10           24  0  -43  303.0  13  0.6  1.1  13.7  15  4.74 

Iford  Department  Stores  (1 1)  1150.2"  13  3942.9       14  39^2  8  197.9  13  3.4  3.6  12.6  17  2.16 

>iiar  General  (1  1)                           255.6  18  769.1  19  9.6  43  32.3  41  3.8  3  1  19.6  27  0.94 

ison  Brothers  Stores  (1 1)                338.0  -3  1138.7  2  3.2  -75  45.7  -11  0.9  3.6  14.1  12  2.70 

.M  Distributors  (1 1)                         178.7  -2  543.3  1  13  -61  7.2  -41  0.7  1.9  13.2  8  0.98 

mily  Dollar  Stores  (4)  326.3  10  992  8       11  12.4  13  50.6  15  3  8  3.7  20.5  14  1.15 


derated  Department  Stores  1 1 1 )    1502.3**  3  5354.6  4             8.9  NM        135.7  NM  0.6  NM  7.9  14  1.47 

igerhut                                         379.3  7  1172.0  15           13.8  145          34.5  31  3.6  1.6  16.1  20  1.38 

ip(ll)                                           693.2  13  2267.0  13           28.7  -24        135.9  -19  4.1  6  1  20.8  25  1.38 

^nesco  (11)  146.1  12  425.3       16  0.5        -71  3.9  86  0.3  1.2  5.6  17  0.36 


!chlnger(ll)                                  609.2         11         1504.1  12           17.9  16  23.9  NM  2.9  2.8  6.2  13  0.73 

lis  Stores  ( 1 1 )                                 357.3          0         1282.6  1           -4.3  NM  13.7  352  NM  NM  NM  13  1.54 

tme  Depot  (11)                             2453.8        32         6452  4  35          134.5  32  338.4  36  5.5  5.5  16.4  41  0.94 

>me  Shopping  Network  (4)  260.5  0  750.1       -6  1.1  -84  -13.9  NM  0.4  2.7  -4.4  NA  NA_ 


•use  of  Fabrics  (1 1)                         129.2  2  415.0  2           -4.0  nm  -2.5  NM  NM  NM  -1.0         NM  -0.13 

mesway(ll)                                172.4  -16  579.1  -10           -9.7  NM  -60.9  nm  nm  nm  nm         nm  -4.38 

iiart(ll)                                     10301.0**  12  31035.0  10          102.0  -39  687.0  -10  1.0  1.8  11.6          14  1.77 

ihl's  (11)  257.4  18  890.1       41  6.9  NM  36.9  NM  2.7  NM  21.1  34  1.40 


nds'End(ll)                                  151.1  9  586.8  7  3.6  42  29.0  7  2  4  1.8  23  5  22  1.92 

iiited(ll)                                     1689.1**  13  5635.6  14  68.2  -15  356.4  7  4.0  5.4  18.8  19  1.20 

we's(ll)                                     1241.7  17  3144.1  18  45.0  51  86.7  748  3.6  2.8  13.0  33  1.44 

ay  Department  Stores  (11)  2586.0"  4  8613  0  5  117.0  -70  532.0  -28  4.5  15.8  9.9  34  1.31 


ilville                                          2355.4  -1  6925.8  0           41.5  -25  94.3  -21  1.8  2.3  5.7  39  1.10 

ircantile  Stores  (1 1)                       615.4**  2  2082.7  5           -1.3  nm  65.0  19  nm  0.9  6.5  15  2  26 

!rry-Go-Round  Enterprises  ( 1 1 )       214.4  18          695.0  15  -2.5  nm  13.5  23  NM  3.5  10.2  19  0.45 

tyer  (Fred)  (11)  674.7  5  2284.8        5  17.0  14  56.8  22  2.5  2.3  13.5  15  2.32 


liman  Marcus  Group  (5)                 464.2**  12  1537.9  12             2.6  NM  31.3  130  0.6  NM  95.5  21  0.78 

irdstrom(ll)                                1017.6  7  2782.4  7           42.7  2  103.9  0  4.2  4.4  11.7  22  1.56 

mida  Holdings  (11)                        170.8  3  478.7  3             1.1  -41  0.6  -83  0.6  1.1  5.5  28  0.12 

yiess  Cashways  (1)  716.9  3  1908.5        3  8.1  28  -6.0  NM  1.1  0.9  -1.9  NM  0.06 


nney  (J.  C.)  (1 1)                            4238.0  5  14842.0  8          112.0  40  659.0  160  2.6  2.0  17.4          14  3.42 

p  Boys-Manny,  Moe& Jack  (11)    329.1  6  900.3  9           19.1  15  44.9  21  5.8  5.4  11.0         24  0.97 

trie  Stores  (11)                               362.3  2  1122.3  5         -32.4  NM  -19.8  NM  NM  0.4  -3.9         NM  -0.51 

ce  (4)  1748.4**  1  5193.5        4  32.8  11  67.2  -15  1.9  1.7        12.7  8  2.41 


I 'C  Network  (1 1)                             262.4**  19  877.5  19  13.3  53  51.0  69  5.1  3.9  12.8  38  1.46 

se's  Stores  (1 1)                              289.7  -3  1021.9  1  -11.6  nm  -46.6  NM  NM  NM  -79.5  NM  -3.06 

ssStores(ll)                                276.0  9  836.8  11  8.2  -16  27.9  5  3.0  3.8  15.0  11  1.26 

ars.  Roebuck  12719.1  -1  36173.8  -3  453.9  NM  1864.5  NM  3.6  NM  -0.9  NM  -0.36 


■vice  Merchandise                        704.1  1  2180.1  2           -4.3  nm  -6.7  nm  nm  nm  43.6          12  0.81 

opKo  Stores  (10)                           355.3  0  1258.7  -1             2.1  -52  25.9  -29  0.6  1.2  12.2            8  1.35 

iegcl                                            550.3  20  1566.4  16         -14.0  NM  -7.1  NM  nm  0.4  6.1           74  0.55 

owbridge  &  Clothier  (11)  225.0**  5  754.2        0  -1.4  nm  16.6  8  NM  nm         6.5  14  1.50 


11(11)                                            841.1  12  2624.3  18           26.0  37  78.0  62  3.1  2.5  26.7          20  1.55 

ifs'R'Us(ll)                                1317.0  5  6005.3  14           35.5  9  410.7  27  2.7  2.6  16.0          26  1.50 

S.  Shoe  (11)                                  639.7  0  1968.3  -1          -22.7  NM  -315  NM  NM  NM  -5.2         NM  -0.51 

i  nture  Stores  (11)  403.1**  4  1342.2        5  4.4  -18  38  6  -2  1.1  1.4        21.2  9  2.53 


:ing  Office  Products  (6)                  129.8  19  364.0  27  6.7  128  18.7  93  5.2  2.7  18.6  40  1.02 

:iban(11)                                       967.2  12  2739.1  17  13.7  7  32  2  9  1.4  1.5  9.5  10  1.30 

il-Mart  Stores  (1 1)  16236.5  25  47279.1  23  495.9  18  1696.1  20  3.1  3.2  22.5  28  0.93 

lolworth  (11)                                2288.0**  3  7558.0  1  2.0  -94  168.0  NM  0.1  1.5  11.9  13  1.78 


.ECTRICAL  &  ELECTRONICS 


lUSTRY  COMPOSITE  32286.4         12      94017.5       11       2327.0         67     6233.6        81        7.2       4.8        15.7  18  2.42 


iCTRICAL  PRODUCTS 

SUP  COMPOSITE  5752.9  1       17128.4        1         239.7        -10       692.3        -7        4.2       4.7        11.0  21  1.23 


3per  Industries  1592.4**  9  4675.3  4  98  9  10  264.9  0  6.2  6.2  10.7  19  2  70 

bbell  211.5  5           620  7  6  23  4  3  72  4  2  11.1  11.2  16  9  18  3.03 

I  igneTek  (6)  379.6  13  1184  0  20  14  -79  13.4  -41  0  4  2.0  13  3  16  0.87 

i  tional  Service  Industries  (4)  483.5  13  1370  5  11  21.4  2  56.5  0  4  4  4.9  10.7  16  1.52 


ychem  (6)                                     355.4  2  1040.6  3             6.4  70  7.3  NM  1.8  1.1  1.5  NM  0.25 

lance  Electric                                402.0  1  1203.0  4           10  0  -33  31.0  -6  2.5  3.8  11.3  20  0  84 

j  >mas  &  Betts                                268.5  1  800.4  1            13.2  -22  38.7  21  4.9  6.3  12.1  19  3.06 

]  stinghouse  Electric  2060.0  -9  6234.0       -7  65.0  -29  208.0  -25  3.2  4.0  12.8  20  0.66 


i  iCTRONICS 

j  )UP  COMPOSITE  14717.1         13      42788.0       12         866.4         54     2456.8      152        5.9       4.3        13.8  21  2.78 


KStems  508.6  -9  1573.5  2  32  6  14  90.0  13  6.4  5.1  16  8  13  3.53 

neral  Instrument  369.1  30  984.1  27  27.4  nm  50.8  nm  7.4  nm  18.1  61  0.95 

( Hughes  Electronics  3219.7  13  9698.7  11  224.0  56  645  3  NM  7.0  5  0  12  3  18  2.20 

ms(6)  769.1  6  2371.8  4  24.7  19  89.7  18  3.2  2.9  10.0  15  2.91 


on  Industries  (5)  1446.5  0  4112.9  -5  45.7  2  139.5  5  3.2  3.1  12.8  15  4.41 

al(9)  836.6  13  2660.1  20  46.7  30  144.4  43  5.6  4.9  15.2  13  2.28 

torola  4408.0  30  11970.0  25  254  0  100  682.0  73  5.8  3.7  14  3  33  3.09 

/^heon  2223.0  0  6684.8  0  170.8  9  507  6  9  7.7  7.1  16.7  12  5.00 


RATE  SCOREBOARD 
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COMPANY  SAIES   PROflTS  

MARGINS       RETURN  ON 


COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MOh 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARS' 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PI 

SMIL, 

% 

SMIl 

% 

SMIl 

SMIl 

% 

% 

% 

9-30 

10-22 

SH 

SCI  Systems  (6) 

426  6 

22 

1 323.5 

42 

7.8 

85 

23  7 

1 70 

1 .8 

1 .2 

10.9 

14 

1. 

Sensormotic  ElGCtronics  (6) 

143.3 

20 

388.8 

36 

1 4.8 

36 

44.4 

1 25 

1 0.3 

9. 1 

1 1  8 

29 

] 

Varian  Associates  (3) 

366.5 

2 

1019  7 

4 

18  0 

38 

39.3 

27 

4.9 

3.7 

11.2 

20 

2, 

|c]  INSTRUMENTS 

vKQUF  COMrvSITE 

4126.4 

2 

12214.0 

4 

162.2 

"16 

323.5 

"35 

3.9 

4.8 

9.0 

24 

1. 

Beckman  Instruments 

215.6 

-2 

639.1 

-3 

1 1.5 

1 

33.4 

6 

5.3 

5.2 

13.2 

16 

1. 

Hnn^  vu/^ll 

1 452.3 

-6 

4342.9 

-4 

80.9 

-53 

209.6 

-43 

5.6 

1 1  1 

14  0 

1 9 

] 

Imo  Industries 

202.1 

-1 

614.1 

-9 

-6.2 

NM 

-6.9 

NM 

NM 

NM 

-2.9 

NM 

-0 

Johnson  Controls  (3) 

1631.6 

12 

4670  4 

19 

45  6 

9 

103.3 

9 

2.8 

2.9 

12  6 

17 

3. 

Millipore 

1 94  5 

-2 

585.8 

0 

10  6 

-18 

24.2 

-27 

5.5 

6.5 

6.8 

32 

1. 

290. 1 

-5 

954  3 

9  7 

58 

-63.3 

NM 

3.4 

2  0 

-12  4 

Teradyne 

140  3 

7 

407  4 

2 

10  1 

76 

23.1 

33 

7.2 

4.4 

7.5 

28 

0, 

(d)SEMICONDUCTORS 

GROUP  COMPOSITE 

7689.9 

29 

21887.2 

27 

1058.7 

189 

2760.1 

126 

13.8 

6.1 

22.8 

15 

3. 

Advanced  Micro  Devices 

418.4 

17 

1234.9 

1  1 

61  3 

25 

187.1 

7 

14  7 

13.8 

18.9 

8 

2 

AMP 

857  4 

1 

2578.1 

3 

77.4 

-1 

225  7 

3 

9.0 

9.2 

14.4 

22 

2 

Atnphenol 

150.5 

34 

452.2 

31 

6  9 

118 

17.4 

67 

4.6 

2.8 

9.8 

35 

0. 

Analog  Devices  (2) 

173.1 

20 

487  3 

16 

12  2 

145 

30.4 

286 

70 

3.4 

9.0 

30 

0. 

Intel 

2239.8 

57 

6393.0 

60 

584.4 

143 

1 700.9 

167 

26  1 

16.9 

33.3 

13 

4. 

LSI  Logic 

183.8 

19 

529  8 

16 

14.4 

NM 

38.1 

NM 

7  8 

NM 

16.0 

16 

0. 

Micron  Technology  (4) 

306.0 

126 

697  3 

77 

62  8 

NM 

101.4 

NM 

20  5 

2.1 

16.3 

18 

2. 

Molex  (6) 

233.2 

8 

674.8 

10 

21.4 

17 

-44.0 

NM 

9.2 

8.5 

10.0 

28 

1. 

National  Semiconductor  (7) 

558.9 

18 

1608  3 

18 

52  2 

138 

125.3 

96 

9.3 

4.6 

15  7 

14 

1, 

Solectron  (4) 

270.5 

140 

699  8 

132 

1 1.2 

175 

26.5 

147 

4.1 

3.6 

1  1.7 

31 

1. 

Texas  Instruments 

2161  0 

14 

6149.0 

13 

147.0 

153 

343.0 

102 

6.8 

3.1 

202 

15 

4 

VLSI  Technology 

137  3 

31 

382.6 

22 

7.5 

NM 

8.3 

NM 

5.5 

NM 

-8.6 

NM 
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We  have  often 
walked  down  this 
street  beeore. 


At  Kemper  Securities,  our  work  etiiic  was    and  well  to  this  day  in  more  than  1 50  Kemper 


shaped  in  burgeoning  towns  across  America 
nearly  100  years  ago  Places  where  talk  was 
honest  and  respect  was  mutual. 

It's  a  way  of  doing  business  that's  alive 


Securities  offices  in  small  towns  and  big  cities, 
from  coast  to  coast. 

And  It's  the  reason  we  still  measure  rela- 
tionships in  decades,  if  not  lifetimes. 


Kemper  Securities,  Iric  is  a  full-service  investment  brokerage  tirm  proviiding  a  wide  range  ol  products  and  services  Member 
New  York  Stock  Exctiange  and  other  principal  exciiaiiries  Member  SIPC  To  reach  Ihr;  Kemper  Spciifilies  investment 
consultant  nearesl  you,  call  1-800-CALL  KSI. 


H 


OMPANY 


SALES 


3RD 
QUARTER 
1993 
$MIL 


PROFITS 


CHANGE  9 

FROM  MONTHS 

1992  1993 

%  SMIL 


CHANGE 
FROM 
1992 


3RD 
QUARTER 
1993 
SMIL 


CHANGE  9 

FROM  MONTHS 
1992  1993 
%  S  MIL 


MAROINS 

CHANGE      3RD  3RD 
FROM     QUARTER  QUARTER 
1992         1993  1992 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
9-30 


PRICE- 
EARNINGS 
RATIO 
10-22 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


OOD 

DUSTRY  COMPOSITE 

75010.1 

4 

224563.8 

4 

1749.1 

36 

4680.6 

3 

2.3 

1.8 

20.0 

20 

1.40 

»OD  DISTRIBUTION 

tOUP  COMPOSITE 

10656.3 

17 

34110.4 

17 

115.9 

9 

377.6 

5 

1.1 

1.2 

13.1 

19 

1.45 

9ming 

2936.0 

0 

9945.6 

2 

20.3 

-1  1 

84.5 

-4 

0  7 

0  8 

1 0.4 

1 0 

3. 1 4 

293.4 

1 9 

903.4 

8 

4  4 

30 

1 3.4 

1  ) 

1 .5 

1 .4 

19.6 

19 

0  80 

rkoff-Sexton  (8) 

366.4 

-1 

1089.8 

-4 

1.1 

NM 

-21.0 

NM 

0  3 

NM 

-10.9 

NM 

-1.58 

iper  Food  Services  (4) 

355.3** 

-2 

882.9 

-22 

3.6 

64 

7  2 

NM 

1.0 

0.6 

7.4 

13 

0.85 

iper  Rite  (10) 

2916 

-2 

932.2 

2 

2.1 

39 

-0.4 

NM 

0.7 

0.5 

2  4 

NM 

0.06 

mf>rvfilii  { 1  n\ 

3703  8 

50 

1 2433.3 

48 

36.3 

1 3 

1 37.4 

1  0 

1  0 

1 .3 

14.8 

14 

2.43 

'SCO  (6) 

2709.9 

12 

7923.2 

14 

48.1 

7 

156.7 

19 

18 

1.9 

18  0 

26 

110 

lOD  PROCESSING 

iOUP  COMPOSITE 

31137.8 

3 

92015.3 

3 

1268.6 

44 

3739.2 

1 

4.1 

2.9 

21.2 

20 

1.81 

nerican  Maize-Products 

151.8 

4 

402.7 

-4 

5.4 

4 

-3  2 

NM 

3  6 

3.6 

-1.9 

NM 

-0.47 

trden 

1686.3 

-9 

4908.6 

-8 

0.2 

NM 

60.3 

NM 

0.0 

NM 

8.9 

27 

0.63 

impbell  Soup  (5) 

1469.7 

3 

4890.7 

4 

122.0 

12 

100  6 

-72 

8.3 

7.6 

15.1 

40 

1.02 

>  >nAgra  (7) 

5687.4 

3 

16126.1 

1 

67.6 

-3 

259.5 

-1 

1.2 

1.3 

17.6 

17 

1.58 

'C  International 

1664.1 

4 

4990  1 

4 

122.0 

6 

329  3 

5 

7.3 

7.2 

26.2 

16 

2.90 

rtice-Burns  Foods  (6) 

210.1 

-3 

633  2 

-3 

1.2 

-1  1 

-26.1 

NM 

0.6 

0.6 

-31.7 

NM 

-2.78 

.'on  Foods  (7) 

559.7 

3 

1718.4 

-2 

10.6 

-31 

46  4 

4 

1.9 

2.8 

13.2 

16 

1.61 

lie  Food 

1005.8 

5 

2635.9 

1 

5.1 

-76 

98.0 

11 

0.5 

2.2 

6.9 

25 

1.25 

eyer's  Grand  Ice  Cream 

140.1 

16 

365.9 

16 

6.6 

7 

15.6 

27 

4.7 

5.1 

15.0 

24 

1.19 

>wers  Industries  (6) 

217.4 

3 

748.9 

8 

4.7 

-28 

29.9 

3 

2.1 

3.1 

13.4 

18 

1-01 

tneral  Mills  (7) 

2089.8 

3 

6107  9 

4 

165.6 

4 

374.0 

-5 

7.9 

7.9 

41.7 

20 

3-17 

1  irber  Products  (9) 

316.7** 

-9 

924  0 

-9 

33.6 

3 

103.1 

-5 

10.6 

9.3 

39.7 

16 

1  78 
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SECURITIt 

1  ? 

H  E  R  E    Y  O  U     L  I  V  E 


COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

M0^5 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNS 

1993 

1 992 

1993 

1 992 

1 993 

1 992 

RATIO 

P[ 

SMIL 

% 

SMIL 

% 

SMIl 

% 

SMIl. 

% 

% 

% 

9-30 

10-22 

SH,1 

Heinz  (H.  J.)  (8) 

1 583.3 

1 

5383  7 

7 

1 52.2 

6 

384.2 

-5 

9.6 

9.2 

23.2 

19 

2. 

Hershey  Foods 

935.7 

1 3 

245 1 .9 

9 

74.0 

1 1 

205. 1 

28 

7.9 

8.1 

1 9,9 

1  7 

3 

normel  roods  (z) 

677.8 

1 

2036.6 

3 

1 9. 1 

1 9 

60  0 

1 3 

2.8 

2.4 

15,1 

1  6 

1 

IBP 

3054.2 

8842.4 

^ 

22  2 

67 

55  1 

22 

0  7 

0  5 

12  4 

1  A 

] 

International  Multifoods  (10) 

52 1  5 

-4 

1 61 4.4 

-2 

-27.2 

NM 

-10.3 

NM 

NM 

1 .7 

1 .8 

88 

0 

Interstate  Bakeries  (7) 

269.7 

-1 

889  7 

0 

7.0 

-22 

19  3 

-16 

2.6 

3.3 

14.3 

1 1 

1 

iveiiog 

1 669.2 

0 

4729.2 

- 1 

209.3 

5 

53 1 .2 

-4 

1 2.5 

1 2.0 

38.7 

1 9 

2 

McCormick  ( 1 ) 

394  9 

1 0 

1095.8 

g 

24  9 

4 

60  8 

1 

6.3 

6  6 

20  4 

2 1 

] 

Dot  tA\ 

rer  lo) 

354  9 

1 046  9 

-14 

9n  fl 
zu.o 

c 

/  J.o 

1  T 
1  J 

c  o 
o.y 

C  Q 

□  .O 

33. 1 

1 5 

1 , 

Pioneer  Hi-Bred  International  (4) 

187.5 

-8 

1275.1 

6 

-37.2 

NM 

176.3 

-5 

NM 

NM 

15.7 

22 

1 

Quaker  Oats  (6) 

1534.3 

3 

4438.0 

2 

91  4 

52 

259  5 

18 

6.0 

4.0 

57.0 

16 

4, 

Sara  Lee  (6) 

3796.0 

6 

10953.0 

8 

155.0 

9 

497.0 

10 

4.1 

4.0 

20.0 

19 

1, 

Seaboard 

250.2 

3 

791.9 

12 

1  6 

-70 

14.6 

-21 

0.7 

2  3 

9.0 

10 

1  8 

Smithfield  Foods  (8) 

299  2 

31 

947  9 

22 

-0.4 

NM 

0.7 

-96 

NM 

0.7 

0.3 

NM 

0, 

Thorn  Apple  Valley  (7) 

231.6 

5 

558  2 

5 

3  9 

-25 

7.8 

-44 

1.7 

2.4 

14.5 

8 

2 

WLR  Foods  (6) 

179.0 

27 

508.4 

26 

7  2 

72 

14.6 

117 

4.0 

3.0 

9.4 

14 

1,! 

(c)  FOOD  RETAILING 

GROUP  COMPOSITE 

33216.0 

2 

98438.0 

2 

364.6 

24 

563.8 

15 

1.1 

0.9 

19.4 

21 

0. 

Albertson's  |1 1) 

2768  2 

6 

8175.4 

1 5 

75  9 

1 5 

255.7 

42 

2.7 

2.5 

26.4 

20 

1  . 

American  Stores  (11) 

4693.1 

0 

1 42 1 1 ,4 

-4 

58.5 

1 4 

1 93.8 

5 1 

1 .2 

1 . 1 

1 4.6 

1 2 

3 

Bruno's  (6) 

640  9 

0 

2 1 24.6 

7 

9.2 

-27 

26.9 

-27 

1 .4 

2  0 

10.8 

17 

0  i 

Casey's  General  Stores  (8) 

195.0- 

9 

517  8 

1  1 

4  8 

1 6 

9.5 

1 7 

2  4 

2  3 

1 2.4 

1 8 

]  , 

Dairy  Mart  Convenience  Stores  (11)  158  8* 

5 

443.9 

6 

2.4 

3 1 

-3.4 

NM 

1 .5 

1  2 

-7.6 

NM 

-0 

Delchamps  (6) 

266.6 

4 

795.5 

8 

3  2 

7 

11.1 

35 

1 .2 

1 .2 

1 1 .6 

1  1 

2 

Eagle  Food  Centers  (11) 

265.4 

~2 

808,5 

0 

0.6 

-57 

5.5 

-13 

0.2 

0.5 

1 0.7 

8 

0 

Food  Lion 

1807.4 

7 

52141 

^ 

24  7 

-49 

77.3 

-49 

1  4 

2.9 

1 0  4 

27 

Foodaramo  Supermarkets  (2) 

167  7 

-5 

509.4 

-3 

-3.7 

NM 

-3.3 

NM 

NM 

0.2 

-1 3.0 

NM 

Giant  Food  (10) 

795  8 

2 

272 1 .7 

0 

1 4.6 

22 

74.0 

33 

1 .8 

1 .5 

12  8 

1 6 

' 

Great  Atlantic  &  Pacific  Tea  ( 1 0) 

2399  4 

- 1 

8054.2 

-5 

6  0 

-22 

-1 7. 1 

NM 

0  2 

0  3 

-1 .6 

NM 

-0 

Hannaford  Brothers 

530,1** 

1 538  6 

1 

1 5  9 

]  ] 

40  1 

1  3 

3  0 

2  7 

1 4  4 

1 7 

] 

Kroger 

6478  6 

2 

1 698 1 .9 

3 

25.2 

267 

84.3 

1 60 

0.4 

0. 1 

NM 

1 2 

1  ( 

National  Convenience  Stores  (6) 

234  3 

0 

663. 1 

-3 

4.7 

-44 

4.9 

26 

2.0 

3.6 

8.4 

2 1 

Penn  Traffic  (11) 

781.0** 

1 2 

229 1  0 

1 0 

0.6 

NM 

5.5 

252 

0.1 

NM 

29.0 

58 

Safeway 

3558.9 

3 

10512.9 

2 

42.1 

1  1  1 

76.4 

0 

1.2 

0.6 

35.2 

25 

Seaway  Food  Town  (4) 

136,3 

-3 

426,5 

2 

-0.5 

NM 

0.8 

-48 

NM 

0.3 

3.0 

24 

0 

Smith's  Food  &  Drug  Centers 

686  7 

5 

2080,5 

6 

7  9 

-43 

35.9 

-1 1 

1.2 

2.1 

9.1 

13 

1 

Southland 

1796.5*** 

-10 

5181,2 

-10 

21.8 

NM 

25.2 

NM 

1.2 

NM 

NM 

NM 

-0. 

Stop  &  Shop  (11) 

829  2 

7 

2700  8 

6 

13  0 

-6 

47.2 

25 

1.6 

1.8 

37.2 

18 

1. 

Supermarkets  General  Holding  ( 1 1 

1003  1 

-7 

3208.1 

-7 

-15.1 

NM 

-617.0 

NM 

NM 

NM 

NM 

NA 

Village  Super  Market  (5) 

203.8 

4 

548.3 

-1 

-0.1 

NM 

1.3 

266 

NM 

0.5 

2.7 

17 

0 

Weis  Markets 

354  9 

1  1 

1069.3 

1 1 

17.0 

-5 

53.5 

-2 

4.8 

5.6 

10.1 

17 

1 . 

Winn-Dixie  Stores  (6) 

2464  4 

3 

7659.2 

6 

36.0 

8 

175.9 

4 

1.5 

1.4 

24.3 

18 

3j 

11  FUEL 

INDUSTRY  COMPOSITE 

96210.5 

-7 

288867.0 

-1 

3891.7 

12 

11368.0 

34 

4.0 

3.4 

11.6 

19 

2.! 

(□)COAL 

GROUP  COMPOSITE 

169.0 

0 

511.5 

3 

5.9 

1 

11.8 

-30 

3.5 

3.5 

136.2 

9 

2.' 

Pittston  Minerals  Group 

169.0** 

0 

51  1.5 

3 

5.9 

1 

1 1.8 

-30 

3.5 

3.5 

136.2 

9 

2.' 

(b)OIL  &  GAS 

GROUP  COMPOSITE 

92971.S 

-7 

279345.4 

-2 

3668.8 

13 

10798.5 

37 

3.9 

3.2 

11.6 

18 

2.' 

Amerada  Hess 

1246  0** 

-12 

42275 

-3 

-22.4 

NM 

-164.0 

NM 

NM 

0  6 

-4.5 

NM 

-1  . 

Amoco 

6446.0 

0 

19165.0 

2 

520.0 

5 

1236.0 

309 

8.1 

7.7 

13.6 

16 

3  ' 

Ashland  Oil  (3) 

2487.5** 

-7 

7161.7 

-1 

65.3 

NM 

1 17.5 

NM 

2  6 

NM 

12.0 

16 

2  . 

Atlantic  Richfield 

4553.0** 

-6 

13730.0 

0 

68.0 

-80 

599.0 

-27 

1.5 

6.9 

14.2 

18 

5  • 

Burlington  Resources 

309.5 

9 

938.1 

17 

24  3 

-25 

203.1 

118 

7  9 

1 1.5 

1 1.6 

20 

2 

Chevron 

9233.0** 

-10 

28169  0 

-3 

420.0 

-10 

971.0 

-13 

4  5 

4.6 

NA 

15 

6 

Coastal 

2307.9 

-1 1 

7586.9 

1 

-1 1.4 

NM 

42.4 

53 

NM 

0.8 

-5.3 

NM 

-1  > 

Diamond  Shamrock 

650.5 

-7 

1928  2 

0 

9.3 

-47 

30.8 

2 

14 

2.5 

4.8 

29 

0,! 

Enron  Oil  &  Gas 

141,1 

26 

418.4 

35 

35.8 

74 

99.5 

73 

25.4 

18.4 

16.0 

25 

1  : 

Exxon 

24995.0** 

-8 

74548.9 

-2 

1360.0 

19 

3780.0 

1  1 

5.4 

4.2 

14.9 

16 

4 

Holly  (5) 

167.1 

7 

478.7 

23 

10.6 

1  1 

17.4 

636 

6.4 

6.1 

54.7 

12 

Kerr-McGee 

819.2 

-4 

2448.5 

-3 

18.8 

-35 

76  9 

4 

2.3 

3.4 

-1.7 

NM 

-0  1 

Mitchell  Energy  &  Development  ( 1 1 )  t  243  7 

13 

725  4 

10 

10.8 

16 

39  9 

189 

4.4 

4.3 

7.4 

30 

01 

Mobil 

15819  0** 

-3 

47016  0 

1 

666  0 

61 

1735,0 

118 

4.2 

2.5 

12.9 

15 

5 

Murphy  Oil 

420.0*- 

-1 

1248  8 

1 

20.2 

37 

66  7 

62 

4.8 

3.5 

72 

23 

Occidental  Petroleum 

1916.0 

-10 

6096  0 

-1 

-101.0 

NM 

57.0 

-49 

NM 

4.6 

1.3 

NM 

0 

Oryx  Energy 

264  0** 

-34 

825.0 

-25 

-45  0 

NM 

-48.0 

NM 

NM 

8.3 

-3.4 

NM 

-0  ' 

Phillips  Petroleum 

3192.0** 

2 

9555.0 

6 

41.0 

-61 

225.0 

79 

13 

3.4 

13.4 

22 

I  ' 

Sun 

2384.0*** 

-20 

7127  0 

-1  1 

1  14.0 

NM 

219  0 

NM 

4  8 

NM 

13  2 

13 

Texaco 

8479.0** 

-13 

25441  0 

-6 

317.0 

-2 

910.0 

31 

3.7 

3.3 

12.4 

16 

4 

Tosco 

1043.7 

102 

2416.1 

82 

27.9 

181 

64.9 

50 

2  7 

1.9 

14.3 

19 

1  ' 

Ultramar 

608.9 

-8 

1850.4 

-5 

21.3 

NM 

61.4 

121 

3  5 

0.1 

14.5 

13 

1  ' 

Union  Texas  Petroleum  Holdings 

170.0 

0 

492.6 

-1 

-13.0 

NM 

25.4 

-73 

NM 

12.5 

13.8 

46 

0  1 
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OMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIt 

% 

SMIL 

% 

5  Mil 

% 

SMIL 

% 

% 

9-30 

10-22 

SHARE 

1 769.0** 

-2 1 

577 1 .0 

-  \  6 

70.0 

536 

299,0 

TOO 

A  A 

A  *; 

1  >1  A 
1  4.^ 

1  o 

1  'nO 

1  -OZ 

SX~Marathon  Group 

2983  0 

-12 

9040.0 

-5 

30.0 

25 

82,0 

-64 

1.0 

0.7 

-1.3 

NM 

-0  15 

alero  Energy 

323.4 

-4 

940.2 

1 

11.3 

-60 

51.6 

-32 

3.5 

8  4 

6.9 

18 

1,36 

iTROLEUM  SERVICES 

tOUP  COMPOSITE 

3070.2 

7 

9010.2 

7 

217.0 

-1 

557.7 

-3 

7.1 

7.7 

12.4 

27 

1.43 

iroid 

228.8 

19 

6117 

1 1 

10  4 

62 

22.1 

38 

4.6 

3.3 

9  6 

25 

0,32 

■esser  Industries  (2) 

1064.8 

1 1 

3055.7 

10 

34.8 

19 

57.0 

7 

3.3 

3.1 

8  2 

39 

0.55 

hlumberger 

1642.4 

3 

4959  3 

6 

162  7 

-6 

458.8 

-10 

9.9 

10,8 

14.5 

25 

2  53 

dewater  (9) 

134  2 

12 

383  5 

1  1 

9.1 

-20 

19.8 

NM 

6.8 

9,5 

4.9 

46 

0.51 

EALTH  CARE 

DUSTRY  COMPOSITE 

49237.3 

5 

146830.5 

6 

4134.8 

13 

13221.2 

7 

8.4 

7.8 

24.5 

17 

2.09 

tUe  DISTRIBUTION 

lOUP  COMPOSITE 

12263.2 

11 

37260.3 

11 

124.0 

-15 

596.1 

237 

1.0 

1.3 

13.9 

19 

1.44 



bor  Drugs  (5) 

136.7 

1 1 

410.7 

1 1 

-6.0 

NM 

3.1 

-75 

NM 

3  3 

5.5 

43 

0  43 

trgen  Brunswig  (4) 

1  A** 
1  /  00.4 

T  A 
J4 

—  IT  1 
1  J .  1 

NM 

1  O./ 

—A  A 
04 

NM 

1  1 
1 . 1 

O.O 

1  o 

1  7 

A  70 

U,  /  7 

9  B  (1 1) 

131.3 

21 

429.0 

1  1 

1.8 

32 

9.6 

31 

1.4 

1.3 

1 1.8 

19 

0.67 

ndley  )A^estern  Industries 

844.8 

16 

2452.4 

19 

2.8 

-15 

9.3 

-9 

0.3 

0.5 

5.8 

14 

0,87 

irdinal  Distribution  (9) 

597.4 

24 

1 646.3 

14 

9  2 

3 

27.6 

1 7 

15 

1 .9 

1 0.5 

25 

1 .78 

ug  Emporium  (10) 

1  00.  1 

0/ O.J 

A 

U.z 

NM 

NM 

A  1 

U.  1 

NM 

—  1  o 

NM 

—A  A7 

kerd  (11) 

981.2 

7 

3074.6 

6 

-3.2 

NM 

30.7 

51 

NM 

NM 

NM 

NA 

NA 

y's  (1 1) 

221.9 

3 

696.7 

4 

3.1 

4 

7.2 

-20 

1.4 

1.4 

9.8 

15 

0.44 

ngs  Drug  Stores  (11) 

oUr.  J 

_  1 
1 

1  004. U 

1 

1  o.U 

—  A 
A 

Ar\  A 
4U.4 

o 

1  A 

1  A 

Z,AZ 

[Kesson  (9) 

3028.3** 

6 

8949.5 

6 

29.7 

16 

1 18.8 

326 

1.0 

0.9 

29  2 

19 

2.84 

rry  Drug  Stores  (2) 

173.6 

3 

522.3 

3 

1.9 

-10 

4.1 

-34 

1.1 

1.2 

8.4 

1 1 

0  52 

vco  D.  S.  (7) 

521.0 

10 

1804.9 

9 

2.7 

NM 

19.0 

NM 

0.5 

NM 

4.0 

32 

0.44 

eAid  (10) 

1039.1 

6 

321 1.0 

8 

23.6 

-13 

103.5 

-1 

2.3 

2.8 

12.2 

1 1 

1.48 

algreen  (4) 

2037.0 

1 1 

6380.2 

1 1 

58.3 

13 

205.0 

1  1 

2.9 

2.8 

18.0 

21 

1.98 

'UCS  &  RESEARCH 

CUP  COMPOSITE 

17515.4 

1 

51722.6 

3 

2616.0 

1 

8275.6 

-2 

14.9 

14.9 

29.0 

17 

2.61 

ergon 

216.9 

3 

627,6 

3 

28.3 

3 

74  0 

9 

1 3,0 

13.0 

20.5 

14 

1.60 

nericon  Home  Products 

2168.1 

3 

6188,5 

5 

397.6 

4 

1086.6 

38 

18,3 

18.1 

40.5 

13 

4  66 

iigen 

oo4.y 

1 7 

1 008,2 

Zo 

1 02,7 

1 6 

283,5 

27 

28,9 

29.3 

38. 1 

1 6 

2,88 

istol-Myers  Squibb 

2862.0 

-3 

8420,0 

1 

608.0 

6 

1703.0 

8 

21,2 

19.4 

26.8 

18 

3  22 

rter-Walloce  (9) 

150.3** 

-1 1 

485,2 

-3 

1 .4 

-86 

15.1 

-56 

0.9 

5.9 

7.3 

46 

0,62 

inentech 

155.7** 

24 

457.3 

24 

15.5 

102 

40.3 

175 

10  0 

6.1 

4.3 

NM 

0,39 

y  (til) 

1530.6 

4 

465 1 .6 

3 

294.4 

NM 

1 01 4.7 

97 

1 9,2 

NM 

24-8 

1 2 

4,52 

irion  Merrell  Dow 

709.0 

-15 

2076.0 

-18 

143,0 

-19 

246.0 

-54 

20  2 

21.0 

21.1 

14 

1.41 

trek 

2544.1 

3 

7497.4 

6 

705.7 

1  1 

1492.0 

-19 

27.7 

25.8 

42.6 

18 

1.84 

zer 

1872.5 

2 

5488.5 

4 

-214.2 

NM 

368.6 

-55 

NM 

16.3 

15.4 

32 

1.98 

one-PouEenc  Rorer 

960. 1 

-9 

2884.5 

-1 

75.0 

—  1 9 

293.0 

1 5 

7.8 

8.8 

32.7 

1 4 

3  27 

lering-Plough 

1061 .9 

4 

3274.9 

7 

199.4 

14 

636. 1 

1 5 

1 8.8 

1 7. 1 

54. 1 

)  7 

4.09 

ntex  (5) 

541.0 

6 

1630  8 

5 

133.4 

44 

293.3 

-14 

24  7 

18.1 

25.6 

14 

1.29 

john 

909.9 

1 

2772  3 

4 

-30  1 

NM 

247.6 

-37 

NM 

14  6 

18.4 

15 

2  22 

irner-Lambert 

1 478.5 

3 

4259.9 

3 

1 55.9 

-5 

48 1 .9 

-5 

1 0.5 

1 1 .4 

35.9 

1 5 

4  59 

ALTH-CARE  SERVICES 

9066.0 

9 

26834.2 

341.1 

NM 

1276  6 

IVO 

t  ft 

MM 

19. 1 

1  # 

1  It 

lericon  Medical  Holdings  (4) 

565.0 

0 

1696.6 

0 

16.4 

153 

56.4 

-48 

2.9 

1.2 

9  5 

7 

2,36 

yerly  Enterprises 

732,3 

9 

2137.9 

12 

18.6 

36 

43.5 

34 

2  5 

2  0 

-1,1 

NM 

-0  08 

remark  International 

455.6 

23 

1322  9 

23 

21.2 

1 1 

55.5 

31 

4  7 

5.1 

10  9 

30 

055 

ntinental  Medical  Systems  (6) 

249.8 

1 9 

722.7 

24 

7.6 

-1 7 

1 1 .2 

-49 

3,0 

4.3 

7,9 

1 7 

0,55 

jndation  Health  (6) 

481.3 

38 

1315.8 

25 

19.2 

31 

56,8 

31 

4,0 

4.2 

22,9 

1 1 

2.23 

A-Hospitol  Corp.  of  America 

1253.0 

-1 

3852.2 

-1 

73.1 

NM 

284.0 

NM 

5,8 

NM 

25,6 

12 

2,48 

olth  Care  &  Retirement 

143.2 

13 

414,6 

13 

8.5 

21 

24.9 

29 

5,9 

5.5 

10,7 

19 

0,98 

olthtrust  (4) 

608.2 

7 

1802,8 

6 

26.5 

22 

101,9 

43 

4,4 

3.8 

20,6 

15 

1.62 

Ihoven  (7) 

324.5 

7 

955,1 

8 

8  0 

-9 

28,9 

68 

2.5 

2.9 

19,7 

12 

0.31 

(nana 

782.0** 

7 

2346,0 

9 

23.0 

NM 

60,0 

NM 

2  9 

NM 

1  1.5 

33 

042 

1  inor  Care  (7) 

284.6 

16 

795,2 

12 

19.8 

24 

48,9 

-18 

6,9 

6.5 

17,4 

19 

1.15 

]  tional  Health  Laboratories 

194,8 

6 

591.6 

9 

38.2 

27 

105.0 

15 

19,6 

16.4 

32,0 

25 

0.63 

:  tional  Medical  Enterprises  (7) 

891.8 

-5 

2781.5 

-4 

-100  9 

NM 

-44.0 

NM 

NM 

5.4 

0.5 

NM 

0.06 

1  vaCare  (6) 

155.0 

32 

447.2 

37 

12,4 

3 

34.5 

1 

8,0 

10.3 

16.6 

14 

094 

<  Mda  HealthCorp  (4) 

176.7** 

29 

489.6 

27 

3.2 

NM 

9.7 

NM 

1.8 

NM 

9.0 

29 

0.52 

nmit  Health  (6) 

129.3 

6 

386.0 

5 

4,9 

28 

14.6 

35 

3.8 

3.1 

17.2 

12 

059 

S.  Healthcare 

674.2** 

20 

1965.1 

22 

78.3 

63 

208.5 

49 

1 1.6 

8.6 

40.1 

18 

2.47 

1  ited  Wisconsin  Services 

149.9 

40 

422.1 

37 

6,9 

3 

20.0 

7 

4.6 

6.3 

24.4 

12 

2.44 

;  iversal  Health  Services 

186.3** 

7 

569.1 

3 

5,2 

52 

20.2 

19 

2.8 

2.0 

10.7 

1  i 

1.66 

llPoint  Health  Network 

628  6** 

7 

1820.1 

7 

51.0 

-2 

136.1 

-5 

8.1 

8.8 

15.4 

15 

1.69 

DICAL  PRODUCTS 

>UP  COMPOSITE 

10392.7 

3 

31013.4 

5 

1053.7 

2 

3072.9 

-1 

10.1 

10.3 

23.7 

18 

1.90 

bott  Laboratories 

2060,4 

5 

6179.8 

7 

316.2 

13 

1007.8 

13 

15.3 

14.2 

38  3 

17 

1.63 

:  'd  (C.  R.) 

243,5 

-3 

723.8 

-25.2 

NM 

22.0 

-59 

NM 

7.6 

11,1 

30 

0.82 

'  Jsch  &  Lomb 

498,8 

8 

1385.8 

8 

55,8 

12 

135.6 

13 

1 1.2 

10.8 

20.6 

16 

3  11 

'  <ter  International 

2228,0 

5 

6484  0 

5 

135.0 

-9 

324.0 

-16 

6.1 

7.0 

13.0 

13 

1.80 

RATE  SCOREBOARD 
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COMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 


COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1993 

1992 

1993 

1 992 

1993 

1 992 

1 993 

!  992 

S  MIL 

SMIl 

SMIl 

SMIL 

"a 

% 

9-30 

10-22 

Dentsply  International 

133,5 

6 

404.8 

12 

1 1.0 

31 

14,4 

-36 

8,3 

6,7 

18.3 

37 

— 

Imcero  Group  [6] 

444.9 

7 

1383.2 

5 

35.3 

28 

-134  6 

NM 

7,9 

6,6 

-11.8 

NM 

Johnson  &  Johnson 

3506  0 

1 

10607.0 

3 

454.0 

10 

1452,0 

10 

13.0 

1 1,9 

30.8 

16 

Kendall  International 

209.6 

5 

621.1 

7 

14.6 

NM 

38  3 

NM 

7.0 

NM 

20.0 

21 

i- 

Medtronic  (8) 

331.3 

0 

997  8 

4 

52.5 

15 

158,3 

20 

15.8 

13  8 

25  9 

20 

« 

Owens  &  Minor 

362.0 

21 

1021,0 

17 

4,8 

21 

12  9 

21 

1.3 

1.3 

14.0 

26 

Stryker 

136.9 

1 7 

412,1 

1 9 

1  4,0 

27 

42,4 

28 

1 0.2 

9  4 

21 .9 

22 

U.  S.  Surgical 

237.7 

-19 

792.8 

-9 

-1  4,3 

NM 

-0.3 

NM 

NM 

12.4 

6  4 

39 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

8444.9 

8 

23308.1 

9 

434.3 

31 

1592.3 

143 

5.1 

4.3 

19.7 

33 

(a)BUILDINC  MATERIALS 

GROUP  COMPOSITE 

6051.3 

4 

16850.5 

4 

273.4 

10 

1239.2 

179 

4.5 

4.3 

23.2 

33 

Lafarge 

510  6 

1 

1 096.9 

-3 

54,3 

24 

3.7 

NM 

10  6 

8.6 

-2.2 

NM 

National  Gypsum 

137  1 

1 1 

374  8 

7 

4  7 

NM 

-31 ,9 

NM 

3  4 

NM 

-24.3 

NA 

Ov/enS'^orning  Fiberglas 

785  0 

Q 

2 1 90  0 

2 

48  0 

50 

72  0 

20 

6  1 

4  1 

Z  J 

Ply  Gem  Industries 

209.0 

18 

539.7 

15 

5,3 

20 

6,7 

48 

2.5 

2.5 

7.1 

22 

PPG  Industries 

1405.4 

-2 

4375.7 

-1 

24,8 

-62 

241 ,1 

-4 

1 .8 

4.6 

12.5 

23 

RPM  (7) 

183.8 

2 

489  8 

1 3  9 

]  ] 

30  6 

1  4 

7  6 

7  n 

1  7  T 
1  /  .J 

0 1 

Z  1 

Sherwin-Williams 

838.8 

9 

2281.3 

7 

64.4 

15 

138,8 

15 

7,7 

7  2 

16.8 

20 

Standex  International  (6) 

127.3 

0 

3704 

2 

6.3 

15 

18  2 

9 

5  0 

4.3 

20.4 

14 

Texas  Industries  {7) 

170.5" 

10 

474.1 

8 

1.4 

NM 

3.2 

NM 

0,8 

NM 

1.2 

76 

TJ  International 

152.7 

35 

406.5 

35 

5.8 

69 

9.5 

60 

3,8 

3.0 

6.9 

44 

USG 

514.0 

8 

1420.0 

6 

-25.0 

NM 

594.0 

NM 

NM 

NM 

NM 

NA 

Valspar  (2) 

196.9 

4 

513.1 

3 

14.4 

26 

28.0 

16 

7,3 

6  0 

20  6 

23 

Vulcan  Materials 

331.5 

6 

851.5 

6 

36  6 

2 

67  7 

-4 

1 1,0 

1  1.4 

12.9 

20 

York  International 

488.7 

3 

1466.7 

2 

18.5 

2 

57  8 

10 

3  8 

3.8 

16.0 

17 

(b)CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

2393.7 

32 

6457.7 

26 

161.0 

92 

353.1 

67 

6.7 

4.3 

13.9 

20 

t 

Capstead  Mortgage 

161  9 

20 

480.3 

33 

23.6 

79 

69.8 

89 

14,6 

9  8 

17  6 

1 1 

Centex  (9) 

813.5** 

26 

2162.7 

25 

22.8 

26 

55,1 

47 

2.8 

2  8 

12.2 

19 

Clayton  Homes  (6| 

136  0 

24 

396.3 

28 

14,8 

33 

47,0 

33 

10.9 

10.2 

16.5 

22 

Kaufman  &  Broad  Home  (1) 

319.9 

10 

864.8 

22 

1 1.5 

94 

24  9 

88 

3.6 

2.0 

9.2 

18 

Lennar  ( 1 ) 

167.1** 

34 

426.5 

40 

12,0 

281 

317 

68 

7  2 

2.5 

9.4 

17 

Pulte 

431,7** 

21 

1  152.2 

24 

19  7 

-14 

53  2 

10 

4.6 

6.4 

14  9 

14 

Skyline  (7) 

136.2 

1  8 

384.6 

3 1 

3,0 

7 

7  6 

33 

2.2 

2,4 

6  4 

1 8 

U.  S.  Home 

227,5** 

25 

590.2 

1  8 

53  4 

731 

63  7 

325 

23.5 

3,5 

21 .9 

NA 

14 LEISURETIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

30493.3 

7 

57708.0 

6 

1049.3 

-10 

2819.4 

-3 

5.1 

6.1 

13.3 

36 

(a)EATING  PLACES 

GROUP  COMPOSITE 

5638.6 

5 

16509.2 

401.9 

7 

1055.9 

14 

7.1 

7.0 

16.3 

34 

Bob  Evans  Farms  (8) 

178.4 

1 2 

508,5 

1 5 

118 

1  3 

33,5 

9 

6.6 

6.5 

1 3.9 

1 8 

Brinker  International  (6) 

192  4 

27 

542,2 

28 

14  4 

33 

41,9 

37 

7,5 

7  2 

15.0 

38 

Cracker  Barrel  Old  Country  Store  (5)  1  49  9 

25 

394.6 

28 

17,8 

31 

35  5 

34 

1  1.9 

1 1,4 

13  3 

33 

Flagstar 

1075,3 

8 

2955.1 

6 

-6,7 

NM 

-48,6 

NM 

NM 

0  9 

-26.4 

NM 

Marriott  International 

1532.0 

3 

4926.0 

4 

29.0 

45 

103,0 

23 

1.9 

1,3 

NA 

21 

McDonald's 

1944.3 

2 

5476.2 

3 

310.9 

8 

818,0 

12 

16.0 

15,1 

18.5 

19 

Morrison  Restaurants  (7) 

282.2** 

14 

852.0 

8 

8.1 

16 

28  9 

15 

2.9 

2.8 

18.3 

23 

Shoney's  (2) 

274.1** 

7 

854.6 

5 

16.6 

8 

43,8 

1 5 

6.0 

6.0 

NM 

NM 

(b)ENTERTAINMENT 

CROUP  COMPOSITE 

3103.9 

43 

5166.8 

18 

198.8 

29 

282.3 

-30 

9.4 

10.4 

8.6 

35 

1^ 

AMC  Entertainment  (9) 

174.8 

73 

413.7 

31 

8  7 

NM 

10,4 

85 

5.0 

NM 

63.4 

17 

Blockbuster  Entertainment 

577.5 

86 

1503,3 

71 

69.7 

64 

162,4 

61 

12.1 

13  7 

18.9 

29 

Paramount  Communications  (8) 

1351.7 

27 

3249  8 

2 

120.4 

5 

109  5 

-63 

8.9 

10.7 

5  5 

42 

(c)  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

3356.0 

5 

9996.1 

6 

152.9 

11 

393.4 

16 

4.6 

4.3 

13.6 

37 

Aztar 

144.0 

2 

397,1 

2 

5.3 

-37 

10  8 

-30 

3.7 

6.0 

3,2 

25 

Caesars  World  (5) 

262.0 

7 

750,9 

7 

25,7 

50 

68,2 

37 

9.8 

7.0 

18  7 

14 

Circus  Circus  Enterprises  (1  Ij 

228  5 

3 

629.4 

2 

37,4 

6 

90  1 

7 

16.4 

15.9 

22  7 

27 

Hilton  Hotels 

346.7** 

7 

1023.5 

14 

20,5 

-10 

70,4 

-9 

5.9 

7,1 

9  4 

23 

Host  Marriott 

2028  0 

4 

6263  0 

6 

27,0 

4 

82  0 

24 

1.3 

1,3 

12,9 

9 

Promus 

346  7 

10 

932  2 

9 

37,1 

32 

71,8 

49 

10,7 

8  9 

16.0 

70 

[d)OTMER  LEISURE 

GROUP  COMPOSITE 

9403.8 

3 

26035.9 

3 

295.7 

-41 

1087.7 

-13 

3.1 

5.4 

13.4 

35 

American  Greetings  (10) 

385.7 

5 

1221.0 

6 

10  9 

23 

73,9 

21 

2.8 

2.4 

12.0 

18 

Brunswick 

539  4 

7 

1671.2 

5 

15.2 

32 

47,5 

16 

2.8 

2  3 

5  5 

31 

Carnival  Cruise  Lines  (1) 

529  3 

9 

1231.2 

6 

152.2 

13 

268.0 

12 

28.8 

27  6 

19.5 

21 

Eastman  Kodak 

4077,0 

-4 

1 1884.0 

-1 

-127.0 

NM 

271  0 

-43 

NM 

2  8 

12.4 

33 

Fisher-Price 

215,8 

16 

500  6 

3 

20.4 

42 

25.6 

-3 

9.5 

77 

15.9 

28 

Fleetwood  Enterprises  (8) 

537,4 

14 

1535.5 

21 

15.1 

5 

416 

24 

2  8 

3.1 

1 1.2 

18 

Harley-Davidson 

284.4 

5 

888.4 

12 

16  4 

24 

55.3 

39 

5.8 

4.9 

19.3 

22 

i6 
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CeilPOilATE^COIIEBOAiai^ 


:OMPANY  SAiES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

r\l  \  A  DTCD 
*ofUAK  1  tK 

mKJyi  \  no 

AK  1  CK 

1  Z  MVJIN  1  no 

CAKlNIFNOo 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9-30 

10-22 

SHARE 

larman  International  Industries  (6)   163  7 

13 

506.5 

13 

1.0 

NM 

10.3 

419 

0  6 

NM 

12.3 

15 

1.27 

losbro  812.4 

5 

1815,0 

6 

75.5 

12 

129.3 

14 

9.3 

8.7 

16.1 

17 

2.17 

luffy  167.2 

7 

602  3 

17 

2.3 

40 

14.1 

16 

1.4 

1.1 

10.8 

16 

1.08 

\anei  671.1 

1 1 

1428.5 

7 

83  9 

20 

136.2 

26 

12.5 

1 1.6 

29.4 

17 

1.72 

tusicland  Stores  2513 

18 

697.1 

16 

0.1 

-31 

-3.4 

NM 

0  0 

0.1 

11. 6 

23 

0.92 

oiaroid                                           533  9 

4 

1572.3 

5 

24.9 

-10 

30.0 

-57 

4.7 

5.4 

8.1 

29 

1.27 

yeo  Toys                                         235  3 

-1 

482  2 

-7 

4.7 

-70 

-1 1.8 

NM 

2  0 

6.6 

-5.8 

NM 

-0.60 

MANUFACTURING 


40USTRY  COMPOSITE  27644.6  4      80876.8        5       1365.0         53      3505.8       36        4.9       3.4        12.2  25  1.72 


lINERAL  MANUFACTURING 

tOUP  COMPOSITE 

10404.5 

2 

30413.6 

3 

620.8 

-15 

1937.3 

-3 

6.0 

7.1 

15.3 

21 

2.09 

638  1 

-3 

1 966  8 

-] 

1 9  0 

2 

64  0 

5 

3  0 

2  8 

10  9 

1 8 

1  42 

1 60  6 

20 

459  8 

1 3 

8  1 

22 

2 1  4 

1 6 

5  0 

4  9 

1 2  8 

1 8 

1  77 

orning 

1 198.0" 

9 

2921.8 

8 

-33.9 

NM 

105.7 

-54 

NM 

9.1 

7.4 

34 

0.73 

rone 

337.9 

0 

987.9 

0 

12.8 

21 

39.3 

291 

3.8 

3.1 

18.8 

16 

1.77 

II  1    4             *•           1  IA\ 

'urQcdi  intGrnoTionoi  (o) 

437  5 

2 

1 1 26  9 

44  4 

1 2 

30  2 

-55 

1 0  1 

9  2 

1 2  4 

33 

1  07 

xide  (9) 

177.9 

13 

452.0 

12 

10.0 

76 

7.0 

NM 

5.6 

3.6 

25.5 

NA 

NM 

ederal  Signal 

142.7 

5 

416.7 

8 

10.7 

15 

28.4 

15 

7.5 

6.8 

20.6 

24 

1.10 

larsco 

314.9 

-24 

1015.3 

-16 

18.3 

-32 

64.7 

-3 

5.8 

6.4 

17.4 

12 

3.56 

lillenbrand  Industries  (1) 

340.6 

9 

1054.4 

10 

28.8 

15 

99.1 

21 

8.4 

8.0 

20.4 

22 

1.73 

linois  Tool  Works 

779.5 

10 

2358.9 

12 

50.9 

4 

147.8 

5 

6.5 

6.9 

16.2 

22 

1.77 

sstens  (6) 

167.2 

9 

705.9 

4 

1.0 

13 

-17.7 

NM 

0.6 

0.6 

-2.5 

NM 

-0.17 

tark  IV  Industries  (10) 

316.6 

18 

909.7 

10 

13.1 

45 

36.2 

37 

4.1 

3.4 

14.6 

16 

1.39 

(innesota  Mining  &  Mfg. 

3481.0 

-2 

10538.0 

0 

316.0 

-2 

977.0 

3 

9.1 

9.1 

19.2 

18 

5.81 

lewell 

456.7 

14 

1  163.6 

13 

47.7 

1 1 

109.9 

4 

10.4 

10.7 

18.6 

19 

2.13 

lortek 

202.0 

-5 

575.8 

-7 

-12.9 

NM 

-12.8 

NM 

NM 

NM 

-1 1.4 

NM 

-1.13 

arker  Hannifin  (6) 

607.4 

0 

1899.9 

3 

16.1 

0 

50.4 

-3 

2  6 

2.6 

6.9 

25 

1.34 

ubbermaid  t 

515.2 

9 

1487.3 

8 

60.4 

15 

160.6 

31 

117 

11.1 

19.6 

27 

1.28 

la»s  Industries  (6) 

130.6 

19 

372.9 

13 

10.5 

6 

26.0 

-9 

8.1 

9.1 

9.3 

22 

2.07 

lAGHINE  &  HAND  TOOLS 

ROUP  COMPOSITE 

2689.1 

3 

7843.2 

4 

62.3 

-12 

217.9 

11 

2.3 

2.7 

5.3 

42 

0.70 

lutK  Ot.  vCQKCr 

1 1 89  6 

Q 

0440.0 

L 

1  y.D 

07 

7  / 

fO  Q 

0  J 

1 .6 

A  0 
(J.tJ 

-6.6 

NM 

-0.73 

loiint  f  1  Ci\ 

1 76  0 

_3 

513  4 

Q 

1  4 

OZ 

A  0 

4.7 

NM 

\J./ 

0.7 

Z  J 

U./4 

Qnohcr 

9Q 1  n** 
/O  1  ,u 

1  A 

/  00.  J 

1  A 

AQ 

37.3 

63 

5. 1 

4.0 

13.7 

2 1 

1 .59 

nap-on  Tools 

271.1** 

20 

814.5 

19 

20.5 

36 

61.4 

15 

7.6 

6.7 

10.6 

23 

1.74 

PX 

1 95  1 

-1 8 

586.8 

-7 

-19.6 

NM 

-13.5 

NM 

NM 

4.0 

-5.5 

NM 

-0.78 

576  3 

1  AO  A  0 

/ 

0 

z 

/  O.U 

5 

4.3 

4.6 

1 4.9 

1 9 

2.25 

PECIAL  MACHINERY 

ROUP  COMPOSITE 

11553.5 

4 

34106.5 

4 

747.2 

262 

1343.8 

293 

6.5 

1.9 

12.2 

25 

1.95 

ppiied  Materials  (2) 

281  4 

45 

752.6 

39 

28.2 

164 

65.2 

146 

10.0 

5.5 

14.4 

32 

0.97 

riggs  &  Stratton  (6) 

198.6 

16 

861.1 

9 

6.4 

NM 

55.3 

63 

3.2 

NM 

24.0 

16 

5.44 

aterpillar 

2845.0 

6 

8447.0 

13 

432.0 

NM 

533.0 

NM 

15  2 

0,2 

24.8 

17 

5.29 

lark  Ecjuipment 

zz  1 .0 

6 

654.6 

7 

9.8 

NM 

23.2 

NM 

4.4 

NM 

7.5 

41 

1.17 

eere  (2) 

2049.4** 

17 

5578.3 

10 

100.1 

NM 

102.7 

209 

4.9 

0.5 

4.0 

54 

1.39 

over 

642.2 

13 

1803.5 

7 

42.4 

26 

1 15.9 

22 

6.6 

5.9 

18.4 

22 

2.63 

MC 

926.5 

-5 

2807.5 

-6 

35.3 

-16 

143.3 

-1 1 

3.8 

4.3 

57.0 

10 

4.73 

'eneral  Signal 

356.6 

-1 3 

1 091 .0 

-12 

22.5 

41 

59.3 

27 

6.3 

3.9 

4.0 

72 

0.47 

oulds  Pumps 

149.9 

2 

426.7 

-1 

8.6 

13 

20.2 

-9 

5.7 

5.2 

10.4 

27 

0.94 

arnischfeger  Industries  (2) 

312.8** 

-6 

919.9 

-1  1 

-45.1 

NM 

-40.9 

NM 

NM 

3.5 

-4  2 

NM 

-0.78 

igersoll-Rand 

973.5 

8 

2932  4 

9 

35.2 

17 

95.8 

15 

3.6 

3.3 

9.7 

30 

1.22 

3y  Technologies  (10) 

136.4 

-5 

423.2 

-5 

1.6 

NM 

-0.8 

NM 

1.2 

NM 

-17.2 

NM 

-0.12 

entair 

345.5 

5 

987.6 

8 

13.3 

15 

32.6 

17 

3.8 

3.5 

12.6 

14 

2.37 

tewart  &  Stevenson  Services  (11 

257.9 

29 

700.5 

23 

13.8 

32 

39.0 

33 

5.3 

5.2 

15.3 

29 

1.54 

mken 

405.5 

0 

1269.3 

2 

-0.4 

NM 

12.3 

183 

NM 

NM 

1.7 

80 

0.40 

^co  Laboratories  (6) 

790.0 

-2 

2330.6 

-1 

27.4 

12 

49.5 

-34 

3.5 

3.0 

8.2 

26 

1.65 

arity  (11) 

660.9 

-26 

2120.8 

-19 

16.1 

14 

38.3 

NM 

2.4 

1.6 

8.9 

39 

1.01 

EXTILES 

'  ROUP  COMPOSITE 



2997.5 

13 

8513.6 

10 

-65.4 

NM 

6.7 

-78 

NM 

NM 

2.4 

NM 

0.29 

one  Mills 

192.6 

13 

590.2 

12 

1  1.8 

8 

38.1 

13 

6.1 

6.4 

31.5 

9 

1.67 

WG  (8) 

264.1 

-2 

745.6 

-20 

0.0 

NM 

-41.5 

NM 

0.0 

NM 

NM 

NM 

-1.73 

eldcrest  Cannon 

256.7 

6 

717.2 

1 

-0.5 

NM 

6.3 

-36 

NM 

2.4 

6.0 

23 

1.17 

iterface 

167.6 

17 

452.7 

1 

3.9 

103 

8.9 

-2 

2.3 

1.3 

6.4 

20 

0.67 

lohav/k  Industries 

216.9 

179 

514.3 

134 

7.2 

72 

15.3 

1 1 1 

3.3 

5.4 

14.0 

28 

1.10 

haw  Industries  (6) 

649.5 

19 

1838.1 

27 

34.1 

56 

88.4 

63 

5.3 

4.0 

16.9 

29 

1.58 

Orings  Industries 

514.5 

4 

1500.1 

4 

13.7 

3 

31.8 

6 

2.7 

2.7 

8.7 

14 

2.60 

nifi  (6) 

325.4 

-2 

1045.6 

16 

19.8 

-33 

96.4 

25 

6.1 

8.9 

21.1 

13 

1.84 

,  /est  Point-Pepperell 

410.2 

10 

1 109.8 

1 

-155.3 

NM 

-237.0 

NM 

NM 

NM 

-27.2 

NM 

-8.35 
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COMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 


COMMON  I 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE. 

MOKS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARSG 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

P 

SMIl 

SMIL 

% 

SMIL 

SMIl 

% 

% 

9-30 

ia22 

SH: 

16  METALS  &  MINING 

INDUSTRr  COMPOSITE 

13879.3 

1 

41162.0 

4 

39.4 

-77 

-282.7 

NM 

0.3 

0.9 

-8.3 

NM 

-0.1 

fn\  Al  ■lUlfeillU 
(0)  ALUmiPIUIVI 

- 

GROUP  COMPOSITE 

4459.7 

-7 

13290.5 

-5 

-59.9 

NM 

-162.4 

NM 

NM 

0.7 

-7.1 

NM 

-2. ' 

Aluminum  Co.  of  America 

2230  2 

-6 

6745.1 

-4 

28.8 

-36 

91 ,7 

-10 

1.3 

1.9 

0.3 

NM 

0,' 

Amax 

893,3 

-7 

2622.5 

-5 

-60.7 

NM 

-170,6 

NM 

NM 

NM 

-15.1 

NM 

-3 

Reynolds  Metals 

1336,2 

-9 

3922.9 

-8 

-28.0 

NM 

-83,5 

NM 

NM 

0.9 

-12.5 

NM 

-3 

(b|  STEEL 

GROUP  COMPOSITE 

7397.5 

9 

23034.9 

13 

-45.4 

NM 

-375.0 

NM 

NM 

NM 

-26.2 

NM 

-1. 

Allegheny  Ludlum 

262  3 

3 

83 1  8 

7 

1  6.6 

30 

53,4 

50 

6  3 

5.0 

22.4 

20 

0  ' 

Armco 

419.8 

-29 

1300.5 

8 

-188.0 

NM 

-210,5 

NM 

NM 

NM 

NM 

NM 

-5  ) 

Bethlehem  Steel 

1055.3 

5 

3193.1 

6 

312 

NM 

-15.4 

NM 

3  0 

NM 

-18.6 

NM 

-1.1 

Birmingham  Steel  (6) 

127  6 

14 

359  9 

9 

3.7 

-45 

6.5 

-61 

2.9 

5.9 

4.4 

52 

0., 

Carpenter  Technology  (6) 

129.4 

-7 

443.3 

-1 

2.8 

5 

23.6 

160 

2.1 

1.9 

1 1.5 

17 

3  1 

Commercial  Metals  (4) 

390.5** 

12 

1242  3 

37 

7  5 

16 

18.8 

94 

1 ,9 

1 .9 

9.2 

19 

1  ' 

Inland  Steel  Industries 

972  0 

13 

2909.9 

9 

1  7.0 

NM 

-16.9 

NM 

1 ,7 

NM 

-42.7 

NM 

-3 

Lukens 

21 1.4 

4 

659  4 

34 

5  8 

-1  1 

20.0 

16 

2.7 

3.2 

9.6 

18 

1 

National  Steel 

623  3 

1 

1833.4 

2 

-32.5 

NM 

-103.6 

NM 

NM 

NM 

-48.0 

NA 

Nucor 

587  3 

39 

1642.0 

37 

34.8 

70 

87,0 

61 

5.9 

4.8 

13.5 

43 

Oregon  Steel  Mills 

175.9 

94 

531 .7 

55 

0  0 

NM 

16,0 

-35 

0  0 

3.8 

4.0 

44 

Quanex  (2) 

153  5 

g 

456  3 

1 0 

2  7 

20 

5  1 

- 1 5 

]  7 

1  6 

— n  A 

USX-U.  S.  Steel  Group 

1429  0 

12 

4064  0 

10 

36.0 

NM 

-284  0 

NM 

2.5 

NM 

NM 

NM 

-b 

Weirton  Steel 

300  7 

14 

899.8 

12 

-9  8 

NM 

-46.7 

NM 

NM 

NM 

-23.0 

NM 

-2 

Wheeling-Pittsburgh 

269  3 

14 

774,1 

9 

10.5 

NM 

16.9 

NM 

3.9 

NM 

-0.7 

NM 

-0 

Worthington  Industries  (7) 

290,1 

16 

893.4 

17 

16.4 

27 

54,8 

31 

5.6 

5.1 

15  7 

37 

0  ' 

(c|  OTHER  METALS 

GROUP  COMPOSITE 

3022.1 

-2 

5836.6 

-4 

134.7 

-37 

254.7 

-52 

6.7 

10.4 

4.3 

64 

0.' 

Asarco 

425  2 

-13 

1300,8 

-9 

-3,0 

NM 

-58,0 

NM 

NM 

3.7 

-8.9 

NM 

-  2 

Freeport-McMoRan  Copper  &  Gold    1 70  8 

9 

435,2 

-14 

29,1 

10 

10.2 

-89 

17.0 

16.9 

5.9 

NM 

General  Cable 

219,6 

-7 

639,4 

-7 

-7  2 

NM 

-24.5 

NM 

NM 

NM 

-34.5 

NM 

-  4 

Magma  Copper 

21 1.9 

-3 

596,6 

-4 

8,8 

-62 

13.7 

-71 

4.1 

10  7 

3  5 

21 

Newmont  Gold 

169  9 

18 

447,8 

7 

41,7 

76 

89,2 

26 

24.6 

16,5 

12.3 

42 

Newmont  Mining 

178,1 

14 

473  5 

0 

25,7 

40 

77  7 

-10 

14.4 

1 1.7 

1 1.7 

52 

0 

Phelps  Dodge 

646,7 

-4 

1943,2 

1 

39,7 

-66 

146,3 

-38 

6.1 

17.6 

10.5 

14 

3  ■ 

17  NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

53672.4 

9 

156533.5 

6 

4481.5 

59 

13257.8 

37 

8.4 

5.7 

14.1 

14 

3.» 

(a)  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

30266.3 

16 

87304.0 

10 

3830.3 

83 

8494.3 

34 

9.4 

5.9 

19.7 

13 

3.1 

Alex.  Brown 

139.7** 

33 

409.4 

25 

15,2 

37 

50,3 

34 

10.9 

10.6 

23  1 

6 

4- 

Alleghany 

480.7 

10 

1350.4 

3 

20,4 

10 

75,0 

43 

4  2 

4  2 

10,4 

12 

American  Express 

5818.0** 

6 

16884.0 

2 

4200 

NM 

1079  0 

205 

72 

NM 

14,4 

15 

AT&T  Capital 

330.7** 

8 

975.3 

9 

3.2 

-65 

31,7 

-6 

1,0 

2  9 

12.6 

NA 

Bear  Stearns  (6) 

771.7 

28 

2392.6 

20 

104.3 

66 

339  5 

46 

13,5 

10,4 

27.3 

7 

Beneficial 

477  7 

8 

1460  1 

7 

44,5 

16 

142,7 

14 

9,3 

8,7 

14.0 

13 

Block  (H&R)  (8) 

221  8 

25 

13272 

15 

-5,4 

NM 

186  4 

14 

NM 

NM 

31.6 

23 

Countrywide  Credit  Industries  (10)    255  7 

66 

661,0 

67 

46,1 

35 

128,4 

51 

18.0 

22.2 

20.5 

12 

Crawford 

144.3 

-4 

438,7 

1 

10,2 

-7 

29,1 

-1 

7.0 

7.3 

20.4 

14 

Edwards  (A.  G.)  (10) 

314  4 

22 

934,9 

20 

35,6 

32 

1 10,1 

29 

1 1.3 

10.5 

20.3 

10 

Equifax 

3118 

12 

886  1 

7 

-6.5 

NM 

34,9 

-41 

NM 

8,0 

23.4 

32 

Fannie  Mae 

4068  2** 

1  1 

1 1825,9 

10 

527.8 

25 

1510,1 

24 

13.0 

1 1.5 

26.2 

11 

Federal  Home  Loon  Mortgage 

1382,0 

25 

3865  0 

18 

200.0 

24 

582  0 

25 

14.5 

14.6 

19.5 

13 

First  Financial  Management 

418,0 

12 

1156.7 

18 

32.7 

49 

82  0 

50 

7  8 

5.9 

3.8 

76 

Fleet  Mortgage  Group 

139,2** 

21 

409.8 

1 1 

24.9 

-16 

16  3 

-80 

17.9 

25.5 

10.3 

18 

0,. 

Franklin  Resources  (3) 

188  9 

80 

519.8 

73 

53  7 

63 

140  7 

48 

28  4 

31.5 

26.7 

22 

22 

Inter-Regional  Financial  Group 

136,0 

32 

377  3 

19 

14.5 

84 

34  9 

39 

10,6 

7,6 

29.3 

6 

Marsh  &  McLennan 

766,4** 

5 

2383.6 

7 

76.1 

10 

269  8 

8 

9,9 

9,5 

27  9 

19 

4 

Merrill  Lynch 

4147  0** 

22 

12078.7 

19 

359.7 

57 

1047,1 

43 

8,7 

6  7 

23  8 

8 

1  ]  . 

Morgan  Stanley  Group  (11) 

2489  2 

19 

6471.2 

NA 

224.2 

88 

564  9 

NA 

9,0 

5,7 

20.5 

10 

SI 

PaineWebber  Group 

1043  3** 

25 

2928.9 

16 

59.1 

14 

189  3 

10 

5.7 

6  2 

20.5 

7 

42 

Primerica 

2015,7** 

62 

4601  6 

19 

258  7 

57 

652  1 

22 

12  8 

13  3 

18,0 

12 

Raymond  James  Financial  (3) 

132.0** 

43 

358  4 

28 

14.6 

43 

39  0 

20 

1 1,0 

110 

25  7 

8 

Sallie  Mae 

641  1 

-7 

1952.1 

-8 

109.1 

9 

320,5 

10 

17,0 

14,5 

39.5 

10 

a: 

Salomon 

1859  0** 

7 

6035.0 

0 

20,0 

233 

388,0 

-5 

1,1 

0.3 

12.6 

1 1 

41 

Schwab  (Charles) 

271.6 

38 

806  2 

18 

28,9 

272 

95,9 

71 

10,6 

4.0 

37.6 

16 

24 

Transamerica 

1302.2** 

8 

3814,2 

8 

138,9 

59 

354  6 

39 

10,7 

7.3 

14.0 

1 1 

5? 

(b)INSURANCE 

GROUP  COMPOSITE 

20220.1 

4 

59764.3 

5 

1555.9 

39 

4659.6 

39 

7.7 

5.8 

11.0 

15 

3> 

Aetna  Life  &  Casualty 

4302  9 

-2 

12923,5 

-2 

225,6 

114 

515,7 

176 

5,2 

2.4 

4.2 

22 

21 

AFLAC 

1308  2 

28 

3666  4 

26 

64  5 

35 

177,0 

32 

4  9 

4.7 

17.7 

15 

U 

American  General 

1952  0** 

4 

5872.0 

8 

1 19,0 

-14 

414,0 

4 

6,1 

7.4 

1 1.5 

12 

23 

American  International  Group 

4754.3** 

10 

13710.9 

9 

451,1 

33 

1407,9 

21 

9.5 

7.9 

13.5 

15 

57 
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CORPORATE  SCOF 


;OMPANY  SALES   PROFITS  

MAROINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 
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MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

Ik 
1 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

PER 

r 

SMIL 

SMIL 

SMIL 

S  MIL 

% 

9-30 

10-22 

SHARE 

merican  National  Insurance 

318  5 

~4 

1003.7 

3 

319 

-26 

137.9 

1  1 

10.0 

12.9 

10.3 

9 

7.21 

apital  Holding 

706.7 

0 

2156.5 

1 

73.8 

-17 

231  1 

0 

10.4 

12  6 

13.8 

13 

3.12 

remont  General 

167  1 

2 

487.9 

8 

1 1.4 

31 

30  8 

22 

6.8 

5.3 

12.6 

8 

3.08 

artford  Steam  Boiler  Inspection 

167.1 

-1 

497.8 

0 

-22.6 

NM 

0.7 

-98 

NM 

1.7 

4.9 

54 

0.86 

orace  Mann  Educators 

177  9 

0 

534.3 

1 

18.5 

-1 

57.5 

8 

10.4 

10.4 

19.3 

10 

2  62 

>hn  Alden  Financial 

368  2 

22 

1042.4 

18 

23.8 

70 

63.2 

43 

6.5 

4.6 

28.9 

9 

3.18 

WNL 

364  2 

6 

1 105.0 

8 

20.9 

26 

60.4 

41 

5.7 

4  8 

10  8 

1 1 

3.10 

regressive 

515,6" 

25 

1445.1 

1 1 

82.6 

85 

213  9 

100 

16.0 

10.8 

37.5 

12 

3.42 

dfeco 

952.1** 

1 1 

2733  8 

4 

93.8 

17 

295.6 

43 

9.9 

9.3 

15.3 

10 

6  36 

t.  Paul 

1 105.0 

-2 

3288.3 

0 

141 .4 

NM 

337.9 

83 

1 2.8 

NM 

-3.8 

NM 

-2.18 

f  r  VI  III  lui  1% 

533  4 

4 

1 600.0 

4 

64.4 

-5 

193.7 

-2 

12.1 

13.3 

20.9 

14 

3.51 

ansatlantic  Holdings 

183.2 

21 

516  8 

13 

23.0 

243 

64.0 

36 

12.6 

4.4 

13.5 

14 

3.87 

nitrin  t 

340.9 

"8 

1 01 4.9 

—  1 

1  4.3 

/  0 

VU.D 

Z/ 

A  O 

1  <:  1 
1  1 

o.o 

1  Q 
1  0 

0  'in 

NUM 

850.3 

1 0 

2527.5 

1  1 

—  A 

OOQ  o 

J 

O.D 

o  T 

1  O.O 

1  A 
1  4 

T  fl  1 
J  .0  1 

SF&G 

755.0 

-25 

2450  0 

-14 

20.0 

82 

68.0 

209 

2.7 

1.1 

3.7 

35 

0.39 

SLife 

397.4 

3 

1 187.4 

4 

26.5 

33 

70.7 

24 

6.7 

5.1 

9.0 

12 

3.63 

hVIMGS  &  LOAN 

lOUP  COMPOSITE 

3186.0 

-10 

9464.2 

-14 

95.3 

-36 

104.0 

-75 

3.0 

4.3 

0.0 

58 

0.36 

hmanson  (H.  F.) 

819.2** 

-6 

22849 

-13 

70.0 

38 

-188.1 

NM 

8.5 

5.8 

-7  4 

NM 

-1.72 

ilifornia  Federal  Bank 

258.9" 

-23 

837  4 

-23 

-56.8 

NM 

-91.8 

NM 

NM 

NM 

-10  4 

NM 

-3.01 

last  Savings  Financial 

142.0** 

-13 

440.2 

-17 

4.3 

23 

13.6 

4 

3.0 

2.1 

9.9 

7 

2.22 

ime  Savings  Bank  of  N.Y. 

137.9** 

-35 

444.0 

-29 

20.1 

75 

26.9 

-4 

14.6 

5.4 

1.6 

NM 

-0.15 

lendale  Federal  Bank  (6) 

253.4** 

-27 

805.7 

-26 

-34.0 

NM 

-72.0 

NM 

NM 

NM 

-22.2 

NA 

NA 

olden  West  Financial 

488.3 

-2 

1448.7 

-6 

63.8 

-9 

205  9 

-4 

13.1 

14.0 

14.4 

10 

4  32 

reat  Western  Financial 

759.0** 

-7 

2251.5 

-12 

-17.5 

NM 

80.3 

-47 

NM 

3.9 

-2.0 

NM 

-0  33 

etropolitan  Financial 

133.9 

18 

376.0 

-3 

15.1 

33 

44  5 

-19 

1 1.3 

10.0 

10.8 

10 

1.68 

ondard  Federal  Bank 

193.5** 

-5 

575.9 

-6 

30.4 

25 

84.7 

20 

15.7 

1 1.9 

16.1 

9 

3.43 

IFFICE  EQUIPMENT  &  COMPUTERS 


DUSTRY  COMPOSITE 

50484.1 

7 

150156.3 

7 

173.7 

NM 

-4570.0 

NM 

0.3 

NM 

-12.8 

NM 

-1.86 

USINESS  MACHINES  &  SERVICES 

tOUP  COMPOSITE 

3707.3 

15 

10807.6 

14 

210.2 

2 

622.4 

9 

5.7 

6.4 

17.4 

22 

1.45 

>mpuCom  Systems 

256.5 

47 

697  1 

37 

2.8 

50 

7.3 

71 

11 

1.1 

21.9 

13 

0.32 

JC  International  (11) 

214  8 

19 

618  1 

1  8 

20.3 

51 

57.2 

156 

9.5 

7.5 

33.9 

53 

0.66 

:iuxe 

372.0 

0 

1 140.6 

2 

37.0 

-27 

910 

-38 

9.9 

1 3.6 

18.8 

20 

1 .77 

ebold 

162.3 

22 

446.9 

15 

12.7 

16 

33.1 

27 

7.8 

8.2 

11.7 

25 

2  39 

arland  (John  H.) 

129.9 

14 

393.4 

19 

13.3 

-3 

40.6 

-6 

10.3 

12.0 

29.2 

14 

1  62 

ON  Industries 

203.1 

4 

566  7 

9 

1 1.6 

-5 

28.0 

-1 

5.7 

6.3 

23.1 

24 

118 

teiligent  Electronics  (11) 

613.2 

31 

1800.4 

22 

9.2 

408 

24.2 

25 

1.5 

0.4 

15.2 

28 

0  80 

iller  (Herman)  (7) 

221.6 

1 1 

672  7 

10 

7.5 

210 

23  6 

NM 

3.4 

1.2 

9.3 

28 

1.08 

tney  Bowes 

861.2 

0 

2568.9 

3 

69.0 

-10 

238.4 

10 

8.0 

8  9 

18.8 

19 

2.10 

andard  Register 

179  1 

5 

523.1 

2 

9.7 

12 

28.7 

7 

5.4 

5.1 

1 1.5 

14 

1.43 

ch  Data  (11) 

352.0 

55 

968.2 

54 

7.0 

54 

19.1 

53 

2.0 

2.0 

12.7 

19 

1.46 

allace  Computer  Services  (5) 

141.6 

6 

41  1.4 

7 

9.9 

2 

31.2 

3 

70 

7.2 

1 1.2 

15 

1.84 

>MPUTERS  &  PERIPHERALS 

lOUP  COMPOSITE 

39236.6 

6 

116913.8 

6 

-51.6 

NM 

-6941.1 

NM 

NM 

NM 

-24.1 

NM 

-5.63 

>ple  Computer  (3) 

2140  8 

21 

5976.7 

14 

2.7 

-97 

-74.8 

NM 

0.1 

5.5 

4.3 

41 

0.73 

ST  Research  (6) 

514.4 

80 

1293.9 

63 

8.2 

8 

-677 

NM 

1.6 

2.7 

-16.7 

NM 

-1.68 

>mpaq  Computer 

1746  2 

64 

4989.9 

86 

106  8 

116 

31 1.4 

152 

6  1 

4.6 

16.7 

14 

4  82 

>nner  Peripherals 

528.4 

-16 

1577.2 

-3 

-372.4 

NM 

-453.8 

NM 

NM 

6.7 

-79.1 

NM 

-9  07 

ay  Research 

202.0 

-8 

592.2 

4 

153 

134 

36.5 

213 

7.6 

3.0 

1.3 

65 

0.40 

ito  General  (3) 

278.4 

-3 

798.2 

-3 

-37.2 

NM 

-61.2 

NM 

NM 

0.2 

-16.0 

NM 

-1.73 

ill  Computer  (11) 

7006 

53 

1993.2 

80 

-75.7 

NM 

-34.2 

NM 

NM 

4.8 

-1.8 

NM 

-0.27 

gital  Equipment  (6) 

3014.9 

-9 

10382.6 

-I 

-103.2 

NM 

-20.2 

NM 

NM 

NM 

-2.0 

NM 

-0.71 

AC 

215.7 

109 

534.1 

99 

38.5 

424 

80.3 

321 

17.8 

7.1 

29.8 

37 

0  96 

ewlett-Packard  (2) 

4961  0 

23 

14630.0 

21 

271.0 

44 

879.0 

8 

5.5 

4  7 

1 1.4 

19 

3.75 

lergraph 

250  6 

-17 

781.7 

-10 

-19.9 

NM 

-48.7 

NM 

NM 

1.5 

-7.4 

NM 

-1.08 

ternational  Business  Machines 

14743.0 

0 

43320.0 

-4 

-48.0 

NM 

-83690 

NM 

NM 

NM 

-70.0 

NM 

-24.27 

oxtor  (9) 

313.5 

-12 

919.7 

-6 

-59.6 

NM 

-151.5 

NM 

NM 

5.2 

-88  4 

NM 

-4.60 

uantum  (9) 

494.0 

36 

1479.6 

37 

-45.3 

NM 

-15  7 

NM 

NM 

5.0 

3.1 

46 

0.26 

iagate  Technology  (6) 

773.9 

4 

2298  2 

0 

36.1 

-40 

108.6 

-32 

4  7 

8.0 

16.4 

9 

2.46 

licon  Graphics  (6) 

301.6 

31 

891.6 

31 

25.7 

97 

78  4 

NM 

8.5 

5.7 

16.7 

33 

1.36 

orage  Technology 

304.0 

-21 

992.5 

-10 

-108.7 

NM 

-101.0 

NM 

NM 

11 

-10.2 

NM 

-2  78 

in  Microsystems  (6) 

960.5 

12 

3362.3 

21 

16.6 

244 

144.4 

39 

1.7 

0.6 

1 1.2 

16 

1.58 

indy 

939.9** 

7 

2647  7 

6 

42.6 

9 

1 15.0 

-5 

4.5 

4.5 

7.6 

23 

1.75 

'  :om  (7) 

162.1 

20 

490.9 

34 

26.1 

346 

49.5 

582 

16.1 

4.3 

22.8 

15 

1.84 

lisys 

1806.7** 

-13 

5641.4 

-9 

84.1 

44 

243.9 

25 

4.7 

2.8 

23.4 

9 

1  36 

estern  Digital  (6) 

285.5 

5 

896.1 

13 

-5.1 

NM 

-41.3 

NM 

NM 

1.5 

-26.3 

NM 

-0.94 

irox 

3589.0** 

0 

10424.0 

0 

150.0 

24 

451.0 

26 

4.2 

3.4 

-5.4 

NM 

-2  46 

)MPUTER  SOFTWARE  «  SERVICES 

lOUP  COMPOSITE 

7550.3 

13 

22434.9 

14 

15.2 

-98 

1748.6 

-5 

0.2 

9.1 

17.7 

35 

1.24 

Jlomatic  Data  Processing  (6) 

552.0** 

1 1 

1761.6 

13 

58.5 

13 

230.7 

14 

10.6 

10.5 

20.1 

25 

2  13 

ibletron  Systems  ( 1 0) 

141.9 

47 

396.4 

48 

28.3 

47 

79  0 

48 

19.9 

19.9 

29.0 

26 

3.58 

>nd\an 

208.9 

3 

659.2 

9 

10.7 

15 

32.0 

NM 

5.1 

4.6 

NM 

18 

1.00 

SCO  Systems  (5) 

205.2 

85 

522.7 

89 

53.7 

97 

138.7 

101 

26  2 

24.6 

36.2 

37 

1.33 
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COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

9 

MO  HS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARI.IG 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

F 

$MH 

% 

$  MIL 

°'° 

$  MIL 

$  MIL 

° 

/o 

9-30 

10-22 

SHE 

Computer  Associates  International  (9|  517  0 

20 

1480.4 

17 

87.5 

86 

217.4 

75 

16.9 

10.9 

29.2 

22 

1  t 

Computer  Sciences  |9) 

622.3 

1 

1880  7 

1 

18.3 

7 

62.5 

10 

2  9 

2.8 

11.4 

20 

41 

Computervision 

183.9 

-21 

621.7 

-22 

-543  0 

NM 

-562.3 

NM 

NM 

NM 

NM 

NM 

-1  1  1 

Electronic  Data  Systems 

2070.1 

1 

6205.3 

3 

191.6 

15 

521.1 

14 

9.3 

8.2 

20.1 

21 

1  ' 

First  Data 

381.0 

24 

1 106  9 

26 

44  8 

22 

120.1 

23 

1 1.8 

12  0 

19.1 

28 

1 

Government  Technology  Services 

153  2 

9 

312  8 

14 

4  8 

29 

5.5 

41 

3.2 

2.7 

12.5 

1 1 

1  , 

Gtech  Holdings  (10) 

146.3 

26 

438.4 

29 

13.1 

66 

38.7 

79 

90 

6.3 

24.6 

31 

1 

Lotus  Development 

240  1 

16 

702.9 

7 

18.3 

-39 

25.9 

-61 

7.6 

14.6 

9.4 

49 

0  i 

Microsoft  (6) 

983  0 

20 

29800 

29 

239.0 

14 

747.0 

25 

24.3 

25.6 

28.4 

25 

3  1 

Novell  (2) 

272.8 

12 

813.7 

21 

-255.4 

NM 

-104.1 

NM 

NM 

27.1 

-2.9 

NM 

-0 

Oracle  Systems  (7) 

398.1 

30 

1240  8 

30 

37.4 

275 

135  6 

144 

9  4 

3  2 

30.5 

53 

1 

Safeguard  Scientifics 

291.1 

42 

795.4 

33 

1.9 

16 

8.6 

13 

0.7 

0.8 

10.0 

10 

2 

SynOptics  Communications 

183  3 

70 

516.1 

100 

5.7 

-58 

52.1 

104 

3  1 

12.5 

24  7 

26 

1 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

20860.7 

-2 

62607.7 

1 

256.2 

-37 

1484.2 

14 

1.2 

1.9 

3.9 

42 

0.) 

(a) FOREST  PRODUCTS 

CROUP  COMPOSITE 

7667.7 

-1 

23355.0 

4 

78.3 

NM 

680.6 

261 

1.0 

NM 

8.3 

24 

l.t 

Boise  Cascade 

1003  4 

7 

2961.4 

5 

-24  2 

NM 

-53  5 

NM 

NM 

NM 

-11.1 

NM 

Georgia-Pacific 

2982.0 

-3 

9131.0 

2 

-28  0 

NM 

18  0 

NM 

NM 

NM 

5  2 

42 

1. 

Louisiana-Pacific 

629  4 

-2 

1875  2 

13 

41.5 

-26 

194  9 

44 

6.6 

8.7 

15.9 

15 

2.i 

Pope  &  Talbot 

150  9 

5 

469.7 

17 

13 

NM 

17.0 

NM 

0.9 

NM 

11.0 

14 

1. 

Weyerhaeuser 

2224  9 

-5 

6953.4 

1 

66  6 

-38 

425.6 

48 

3.0 

4.6 

13.0 

16 

2.) 

Willamette  Industries 

677  1 

9 

1964  2 

1  1 

211 

5 

78  6 

15 

3.1 

3  2 

7  4 

24 

1  ' 

(b)PAPER 

GROUP  COMPOSITE 

13193.0 

-2 

39252.7 

0 

177.9 

-59 

803.6 

-28 

1.3 

3.2 

1.9 

77 

0. 

Bowater 

371.7 

1 

11218 

2 

-30.8 

NM 

-69.4 

NM 

NM 

NM 

-12.0 

NM 

-2 

Champion  International 

1245.3 

-1 

3768.6 

2 

-53  5 

NM 

-103.9 

NM 

NM 

3  8 

-5.3 

NM 

-  1 

Chesapeake 

238.3 

1 

684  0 

1 

2  6 

-60 

3.1 

-76 

1.1 

2  8 

1.2 

NM 

0 

Consolidated  Papers 

228.8 

-2 

730.7 

9 

7.3 

-34 

50.3 

24 

3.2 

4.7 

6.4 

30 

1  ■ 

International  Paper 

3400,0 

-2 

10268  0 

0 

48  0 

-52 

189  0 

-41 

1.4 

2  9 

0.2 

NM 

0 

James  River  Corp.  of  Virginia 

1  183.5 

-2 

3495.3 

-3 

12 

-61 

4.8 

NM 

0  1 

0.3 

-9.4 

NM 

-\ 

Kimberly-Clark 

1781  0 

-1 

5208  9 

-1 

1112 

-18 

369  3 

-8 

6  2 

7  5 

13.3 

26 

1 

Manville 

600.2 

1 

1690.7 

3 

12  1 

108 

67.9 

122 

2.0 

1.0 

8.1 

13 

0, 

Mead 

1261  8 

1 

3660.7 

3 

30.0 

-20 

102  8 

401 

2.4 

3.0 

7.7 

21 

2 

Potlatch 

338  2 

-1 

1026  4 

2 

-2  2 

NM 

22.7 

-67 

NM 

5.2 

3  6 

36 

1 

Scott  Paper 

1179.5 

-9 

3544  4 

-7 

24  6 

-20 

71.6 

-42 

2.1 

2  4 

5.7 

22 

1, 

Union  Camp 

778.7 

0 

2326  6 

0 

4.9 

-77 

32  5 

9 

0  6 

2  7 

2.5 

61 

0 

Westvaco  (2) 

586.0 

0 

1726.6 

0 

22  5 

-37 

62.9 

-39 

3  8 

6  1 

5  3 

22 

1 

20  PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

13593.5 

4 

39791.7 

4 

592.8 

-8 

2014.3 

11 

4.4 

4.9 

11.8 

36 

1.! 

(a)BROADCASTING 

CROUP  COMPOSITE 

2911.3 

9 

8850.5 

4 

265.4 

50 

808.6 

63 

9.1 

6.6 

17.2 

26 

3.< 

Capital  Cities/ABC 

1301.4 

7 

3918,5 

6 

78  3 

26 

300  6 

20 

6  0 

5.1 

10  9 

24 

26  ■ 

CBS 

752.6 

12 

24670 

-3 

118  3 

177 

279  9 

117 

15.7 

6  4 

305 

16 

19 

Gaylord  Entertainment 

196.0 

9 

529  5 

10 

7.7 

-34 

21.2 

3 

3  9 

6  4 

14.8 

78 

0 

Multimedia 

153  3 

9 

460.9 

13 

30.2 

101 

63.7 

54 

19  7 

10.7 

NM 

17 

2 

Viacom 

508  1 

8 

1474.6 

9 

30.9 

-31 

143.2 

163 

6,1 

9.6 

17.6 

46 

1.: 

(b)PUBLISHING 

CROUP  COMPOSITE 

10682.1 

3 

30941.3 

3 

327.4 

-30 

1205.7 

-9 

3.1 

4.5 

9.8 

43 

1.1 

Belo  (A.  H.) 

132  5 

4 

399.2 

6 

7  9 

1 1 

31.3 

20 

6  0 

5  6 

12.9 

22 

2. 

Dow  Jones 

468.7 

7 

1419  2 

6 

29  7 

51 

100.4 

13 

6  3 

4  5 

9,1 

28 

1.; 

Dun  &  Bradstreet 

1 158  0 

-3 

3390.9 

-2 

158.5 

6 

402.5 

7 

13,7 

12.6 

28  3 

20 

3.; 

Gannett 

876  5 

3 

2659  0 

5 

88.8 

12 

268  8 

16 

10,1 

9.3 

21.5 

19 

2.« 

Houghton  Mifflin 

208  5 

5 

379.4 

1 

41.5 

22 

31.1 

-2 

19  9 

17.1 

10.0 

37 

1.; 

Knight-Ridder 

593.1 

5 

1798  7 

5 

313 

0 

96.9 

-5 

5  3 

5  6 

118 

22 

2.; 

McGraw-Hill 

555  0 

4 

1512  8 

3 

-91  9 

NM 

-33.4 

NM 

NM 

11.1 

1.2 

NM 

0.: 

Media  General 

147.5 

5 

444.3 

4 

5.1 

183 

16.6 

55 

3.5 

1.3 

1  1.2 

32 

OA 

Meredith  (6| 

182.3 

3 

583  6 

8 

3  4 

0 

13.9 

NM 

19 

1.9 

6  6 

32 

1.; 

New  York  Times 

445.6 

5 

1383  6 

6 

-3  0 

NM 

30.2 

NM 

MM 

NM 

2  6 

73 

0.: 

Scripps  (E.W.) 

294.4 

0 

889  4 

-5 

14.1 

55 

68.8 

49 

4  8 

3.1 

16.7 

15 

1.; 

Time  Warner 

3714.0 

6 

10425  0 

6 

-1 1 1.0 

NM 

-171.0 

NM 

NM 

0  2 

-29.2 

NM 

-i.( 

Times  Mirror  Company 

924.0 

4 

2695  2 

3 

73.6 

102 

141.0 

38 

8.0 

4.1 

4.6 

53 

Q.t 

Tribune 

486.7 

-8 

1438  7 

-7 

38.6 

14 

130.5 

38 

7  9 

6  5 

17  7 

23 

2.3 

Washington  Post 

364.1 

4 

1  102  5 

4 

44  8 

63 

1 1 1.3 

20 

12  3 

7  8 

14.1 

19 

Western  Publishing  Group  (11) 

131.3" 

6 

419.7 

5 

-4.0 

NM 

-33.2 

NM 

NM 

1.1 

-12.7 

NM 
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:OMPANY 


SALES 


3RD  CHANGE 

QUARTER  FROM 

1993  1992 

S  MIL  % 


9 

MONTHS 
1993 
$Mll 


CHANGE 
FROM 
1992 

% 


PROFITS 


3RD 
QUARTER 
1993 
SMIL, 


CHANGE 
FROM 
1992 


MARGINS       RETURN  ON 

COMMON  12 

9           CHANGE      3RD         3RD          EQUITY  PRICE-  MONTHS' 

MONTHS        FROM     QUARTER  QUARTER    12  MONTHS  EARNINGS  EARNINGS 

1993           1992         1993        1992         ENDING  RATIO  PER 

SMIL            %           %           %            9-30  10-22  SHARE 


SERVICE  INDUSTRIES 


NDUSTRY  COMPOSITE 

30093.1 

11 

58182.5 

11 

-47.7 

NM 

1500.6 

-32 

NM 

3.7 

10.9 

25 

0.95 

;0NSTRUCTION  &  ENGINEERING 

ilOUP  COMPOSITE 

5057.6 

8 

14649.5 

10 

113.6 

31 

329.4 

41 

2.2 

1.9 

14.9 

18 

1.54 

ipogee  Enterprises  (10) 

175  6 

20 

473.4 

13 

2.4 

25 

3.6 

-7 

1.4 

13 

4.9 

33 

0.42 

lutler  Mfg. 

163.9 

12 

419.4 

15 

4.1 

54 

5.3 

NM 

2.5 

1.8 

16.5 

17 

1.49 

G&G 

746  2 

0 

2057  2 

-2 

15.2 

-31 

55.4 

-1  1 

2.0 

3.0 

17.6 

12 

1.44 

luor  (2) 

1844.1 

1 1 

5657.1 

19 

40.8 

4 

1 18.5 

1  1 

2  2 

2.4 

14.8 

22 

1  79 

bster  Wheeler 

616.4 

-6 

1849.5 

7 

12.2 

27 

39.4 

23 

2.0 

1.5 

13.5 

23 

1.49 

AcDermott  International  (9) 

777.5 

6 

2243.5 

-5 

29.6 

60 

81.9 

262 

3.8 

2.5 

21.2 

15 

1.88 

Morrison  Knudsen 

733.8" 

26 

1949.4 

20 

9.3 

NM 

25.3 

285 

1.3 

NM 

8.4 

21 

1.05 

NDUSTRIAL  DISTRIBUTION 


(ROUP  COMPOSITE 

6743.8 

19 

19148.2 

17 

174.4 

-8 

606.4 

15 

3.6 

3.3 

13.5 

33 

1.38 

inth^m  electronics 

1  9 

I  /  O.Z 

25 

4/ O.J 

/J 

7 

ZO 

1  7  '\ 
1  /  .O 

—00 

J.J 

0 .0 

1  0  fl 

1  O 

O  AX 

irrow  Electronics 

OT/  .0 

T  QOO  O 
1  O  J  J  ,  J 

0/ 

0  1  7 

DO.O 

70 

J.  1 

O.O 

1  O  X 

1  v.o 

1  r 
1  0 

O  j<  0 

learings  (6) 

214.8 

5 

643.5 

4 

2,3 

51 

7.9 

NM 

1.1 

0.7 

7.2 

20 

1 .33 

Ihemed 

139.8 

36 

387.6 

32 

4.2 

16 

13.1 

18 

3.0 

3.5 

1 1.9 

19 

1.67 

Isher  Scientific  lnte''national 

2602 

23 

729.3 

20 

9.7 

17 

24  3 

23 

3.7 

3.9 

19.0 

17 

1.92 

Genuine  Parts 

1 144,8 

9 

3288.9 

9 

63.0 

6 

185  3 

8 

5.5 

5.7 

18-1 

19 

2.03 

Jetty  Petroleum  (1 1; 

195  6 

-20 

616.4 

-19 

0.6 

NM 

8.4 

NM 

0.3 

NM 

5.3 

39 

0.35 

irainger  (W.W.) 

698.8 

1 1 

1965.4 

1 1 

38.7 

4 

108.3 

7 

5.5 

5.9 

15.7 

19 

2.76 

lughes  Supply  (11) 

164.0 

15 

443.4 

12 

1.7 

206 

3.4 

NM 

1.0 

0.4 

4.6 

19 

0.91 

[aman 

203.0" 

7 

595.8 

2 

-42.5 

NM 

-33.7 

NM 

NM 

2  4 

-13.9 

NM 

-1.63 

>                   I             III              1               •*  l-Tl 

Aarsnall  Industries  (7) 

199.8 

32 

546.2 

21 

7.5 

25 

19.3 

13 

3.7 

4.0 

12.5 

16 

2.93 

)ffice  Depot 

659.9 

52 

1 769.9 

41 

1 7.2 

76 

42.2 

65 

2.6 

2.2 

12.6 

56 

0.58 

'ioneer-Standard  Electronics  (9) 

1 37.3 

37 

389.9 

32 

4.8 

65 

1 2.9 

77 

3.5 

2.9 

1 7.5 

1 2 

1 .62 

'remier  Industrial  (7) 

-7 

/ 

OJU.  1 

Q 

o 

22. 1 

7 

67.2 

9 

1 2.4 

12.3 

22.5 

25 

1 .04 

'taples  (11) 

241 .3 

25 

754.7 

29 

-4.0 

NM 

8.8 

NM 

NM 

NM 

5.6 

63 

0.59 

BC 

1 59.0 

3 

439  1 

2 

5  9 

-7 

1 6  5 

-■) 

3  7 

4  1 

20  7 

0  77 

Inited  Stationers  (4) 

360.2 

9 

1 104.8 

30 

5  9 

276 

16.2 

89 

1.6 

0.5 

9  0 

14 

1.15 

inivar  ( t  U) 

474. 1 

2 

1 377.7 

3 

2.0 

-33 

5.7 

-15 

0.4 

0.6 

3.1 

39 

0.26 

fU/D 
'  WK 

1 35.7 

3 

388  3 

6 

2.9 

-18 

5.6 

-21 

2.2 

2.7 

17.7 

1 8 

0.71 

157  0 

43 

J  0 

0  'i 
Z.o 

NM 

A  0 

o.z 

0V4 

1 .5 

U.  1 

o.U 

NM 

-0.47 

VyIe  Laboratories  (11) 

147.6 

16 

430.1 

16 

2.8 

-27 

12.1 

23 

1 .9 

3.0 

9.7 

13 

1 .37 

■OLLUTION  CONTROL 

)ROUP  COMPOSITE 

3558.7 

5 

10385.5 

6 

-463.5 

NM 

37.6 

-96 

NM 

7.8 

3.3 

86 

0.31 

Ur  &  Water  Technologies  (2) 

157.2 

-14 

516.2 

1 

13 

NM 

3.0 

NM 

0.8 

NM 

-2.1 

NM 

-0.18 

Ihemical  Waste  Management 

541.6 

37 

1571.0 

35 

-359  9 

NM 

-316.0 

NM 

NM 

9.8 

-29.1 

NM 

-1.46 

CF  Kaiser  international  (10) 

146.8" 

-15 

425.8 

-25 

1.3 

-29 

2.2 

-68 

0.9 

1.1 

-1.9 

NM 

-0.04 

!ust  international 

390.3 

6 

1 123.9 

4 

20.9 

181 

58.6 

-29 

5.4 

2.0 

5.3 

NM 

0.15 

VMX  Technologies 

2322.7 

3 

6748.7 

5 

-127.2 

NM 

289.9 

-61 

NM 

9.6 

1 1.0 

24 

0.97 

'ftlNTING  a  ADVERTISING 

iROUP  COMPOSITE 

1169.5 

3 

3553.7 

5 

37.5 

-33 

159.3 

7 

3.3 

3.6 

19.3 

19 

1.63 

IDVO  (3) 

234.6 

12 

696.4 

16 

-1 1.6 

NM 

-0.4 

NM 

NM 

3.6 

4.2 

70 

0.21 

ianta 

184.4 

1 1 

512.3 

9 

1 1.6 

8 

30.3 

14 

6.3 

6  4 

14.4 

18 

1.96 

nterpublic  Group 

41 1.0" 

-6 

1284.6 

-3 

14.7 

18 

74.7 

14 

3.6 

2.9 

22.3 

18 

1.62 

>mnicom  Group 

339.5 

4 

1060.4 

8 

12.8 

24 

54.6 

31 

3.8 

3.2 

24.1 

17 

2.67 

>THER  SERVICES 

iROUP  COMPOSITE 

3563.4 

11 

10445.7 

11 

100.4 

7 

368.0 

10 

3.8 

3.9 

14.7 

17 

1.39 

^dia  Services 

242.2" 

28 

669.4 

26 

5.5 

55 

13.6 

78 

2  3 

19 

8.8 

14 

1.45 

American  BIdg.  Maintenance  (2) 

192.2 

-1 

568.1 

0 

3  4 

4 

8.4 

2 

1.8 

1,7 

1 1.2 

12 

1.43 

:di 

232.7 

7 

683.7 

7 

2.9 

127 

5.4 

97 

1.3 

0,6 

5.5 

29 

0.31 

iandleman  (8) 

194.0 

-9 

781.5 

-1 

-2.8 

NM 

22.1 

-17 

NM 

2  1 

12.9 

1 1 

1.10 

naCom 

394  2 

65 

1 104.8 

50 

2.1 

-23 

8.6 

27 

0.5 

1.1 

9.4 

13 

1.37 

Aid  Atlantic  Medical  Services 

159.6 

6 

480.9 

12 

6.0 

69 

14.4 

67 

3.8 

2.4 

31.9 

22 

1.30 

'HH  (8) 

538.6 

5 

1542.2 

4 

14.8 

17 

45.8 

12 

2.7 

2.5 

12.5 

14 

3.35 

'inkerton's 

175.9 

7 

506.5 

4 

0.2 

-84 

3.1 

-14 

0.1 

0.7 

6.9 

23 

0.98 

tollins 

151.8 

10 

442.4 

9 

1  1.7 

14 

36.6 

15 

7.7 

7.5 

27.4 

19 

1.21 

iafety-Kleen 

182.0 

-1 

553.2 

2 

5.8 

-6 

24.9 

-24 

3  2 

3.3 

7.5 

22 

0.65 

iervice  Corp.  International 

21  1.4 

15 

652  9 

14 

19.8 

16 

73.4 

18 

9.4 

9.3 

1 1.8 

21 

1.21 

lerviceMaster 

749.7 

8 

2063.6 

1  1 

31.6 

24 

114.9 

9 

4.2 

3.7 

53.8 

15 

1.82 

.'olt  Information  Sciences  (2) 

139.0 

5 

396.5 

6 

-0.7 

NM 

-3.3 

NM 

NM 

1.9 

-1.3 

NM 

-0.20 

FELECOMMUNICATIONS 

NDUSTRY  COMPOSITE 

51102.7 

4 

149718.9 

4 

4014.6 

-4 

13349.0 

0 

7.9 

8.5 

17.5 

30 

2.47 

IQUIPMENT  &  SERVICES 

iROUP  COMPOSITE 

33099.2 

5 

67359.8 

5 

1397.9 

14 

3974.5 

10 

6.1 

5.6 

34.5 

33 

3.35 

American  Telephone  &  Telegraph 

16662.0 

3 

48697,0 

3 

1073.0 

1 1 

31 13.0 

1 1 

6.4 

6.0 

30.1 

19 

3.05 

'.omsat 

152.5 

4 

472  9 

16 

17.4 

NM 

55.8 

115 

114 

NM 

1  1.2 

18 

1.81 

>SC  Communications 

188.0 

32 

512,8 

37 

23.3 

236 

52.9 

NM 

12.4 

4.9 

18.7 

54 

1.31 

IN  Broadcasting  t 

175.1 

20 

497.6 

21 

-26.5 

NM 

-57.7 

NM 

NM 

NM 

NM 

NM 

-1.29 

ACI  Communications 

3054.0 

14 

8793.0 

13 

174.0 

9 

520.0 

16 

5.7 

5.9 

15.5 

23 

1.23 

iprint 

2867.6 

9 

8386.5 

9 

136.7 

9 

290.5 

-23 

4.8 

4.8 

1 1.2 

27 

1.37 
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KROrlT9 

MARGINS 

RETURN  ON 

COMMON 

3R0 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MOHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARflG 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

ENDING 

RATIO 

F 

$  MIL 

% 

S  MIL 

% 

S  MIL 

% 

SMIL 

% 

% 

% 

9-30 

10-22 

SHE 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

28003.5 

4 

82359.1 

3 

2616.7 

-11 

8274.5 

-4 

9.3 

10.9 

15.4 

19 

2.1 

Alltel 

571.7 

9 

1687  3 

9 

66,0 

13 

193  0 

]  7 

1 1,5 

1 1.2 

18.3 

21 

1  f 

Ameritech 

2946.8 

5 

8694  1 

5 

425,0 

29 

1 1 14,6 

1 0 

14.4 

1 1.7 

19  7 

1 6 

Bell  Atlantic 

3289  6 

3 

9673.0 

2 

386  7 

-2 

1 144,4 

9 

118 

12  3 

18.2 

19 

3' 

BellSouth 

4014.9** 

7 

1 1755,5 

4 

442.4 

15 

1286,7 

-1 

1 1.0 

10.3 

11.6 

19 

3 

Cincinnati  Bell 

289.2 

4 

833  2 

-2 

15  6 

26 

50.0 

30 

5  4 

4.5 

8.3 

30 

0  .1 

GTE 

4943  0 

0 

14685  0 

-1 

558  0 

20 

1456,0 

15 

1  1.3 

9.4 

19  3 

1 8 

2  J 

Nynex 

3330  4 

0 

10014  9 

2 

298,3 

-7 

969.6 

-2 

9.0 

9.6 

13  1 

14 

3  j 

Pacific  Telesis  Group 

2602.0 

4 

7705  0 

4 

323,0 

13 

616,0 

-28 

12.4 

1 1.4 

12.4 

25 

2  i 

Rochester  Telephone 

230.5 

14 

664  3 

12 

19  2 

4 

57,1 

14 

8.3 

9.2 

12.1 

21 

2  ' 

Southern  New  England  Telecomms.    4 1 4. 1  *  * 

2 

1227,1 

2 

48,7 

24 

126.1 

6 

118 

9.7 

15  5 

14 

2  ; 

Southwestern  Bell 

2795.1 

7 

7792  2 

7 

408,8 

6 

1049,3 

10 

14.6 

14.7 

19.4 

18 

2  ' 

US  West 

2576  2 

5 

7627  6 

4 

-375  1 

NM 

2118 

-74 

NM 

9.9 

11.0 

40 

1 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

3237S.5 

7 

93553.2 

7 

851.5 

240 

2461.7 

1598 

2.6 

0.8 

6.8 

34 

1.; 

(a)  AIRLINES 

GROUP  COMPOSITE 

14370.3 

9 

41010.0 

10 

223.1 

NM 

-8.9 

NM 

1.6 

NM 

-15.5 

NM 

-2.* 

Alaska  Air  Group 

323  4 

1 

85 1  1 

-1 

8  0 

NM 

-10  6 

NM 

2  5 

NM 

-31 .8 

NM 

-4  5 

America  West  Airlines 

335. 1 

4 

976,6 

-2 

1 4,4 

NM 

26,8 

NM 

4.3 

NM 

NM 

2 

0 ) 

AMR 

4199.0 

1 3 

1 2225  0 

1 3 

1 25  0 

NM 

1 50,0 

NM 

3.0 

NM 

-2.8 

NM 

-1  5 

Delta  Air  Lines  (6) 

32 1 9.8 

5 

9277,9 

7 

60,4 

NM 

-84  8 

NM 

1 .9 

NM 

-1 7.7 

NM 

-6  i 

Southwest  Airlines 

554.4 

24 

1 528,6 

23 

43  9 

63 

1 08  5 

70 

7.9 

6.0 

1 4.5 

32 

0  5 

UAL 

3990.0 

1 2 

10870,0 

1 2 

149,0 

NM 

34,0 

NM 

3.7 

0.2 

-19.0 

NM 

-8  3 

USAir  Group 

1 748.6 

3 

5280  7 

5 

-177  6 

NM 

-232  8 

NM 

NM 

NM 

NM 

NM 

-111 

(b)  RAILROADS 

CROUP  COMPOSITE 

8285.3 

1 

24686.6 

3 

381.0 

-18 

1829.2 

52 

4.6 

5.6 

14.3 

17 

31 

Burlington  Northern 

1 141,0 

-1 

3453  0 

1 

24  0 

-61 

178.0 

-5 

2.1 

5.3 

18.1 

17 

3i 

Conrail 

854.0 

1 

2543  0 

2 

-3,0 

NM 

128.0 

-33 

NM 

8.9 

7.3 

24 

2' 

CSX 

2238  0 

1 

6625  0 

2 

63  0 

-51 

208.0 

NM 

2  8 

5.8 

116 

22 

3' 

Illinois  Central 

147  4 

12 

422,2 

6 

215 

22 

65.4 

18 

14.6 

13.4 

22  9 

18 

1  I 

Kansas  City  Southern  Industries 

253  3** 

34 

699,6 

29 

23  3 

44 

66.9 

44 

9.2 

8.5 

16  9 

24 

13 

Norfolk  Southern 

1084.1** 

-9 

3370,0 

-2 

147  0 

1 

441.1 

3 

13.6 

12.3 

12.5 

16 

i7 

Santa  Fe  Pacific 

665,5 

4 

1993,8 

7 

-2,8 

NM 

271 .8 

NM 

NM 

NM 

37.3 

8 

2  3 

Union  Pacific 

1902.0 

3 

5580,0 

4 

108,0 

-42 

470.0 

-12 

5.7 

10.0 

14.1 

19 

3  3 

(c)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4357.4 

y 

O 
O 

// 

1  e 

AH 

Airborne  Freight 

434.2 

17 

1252.9 

15 

11,1 

436 

21,0 

NM 

2  5 

0.6 

8.0 

22 

12 

Federal  Express  (7) 

2015,7 

g 

5994  2 

32  9 

224 

92  5 

1  6 

0  5 

7  8 

28 

21 

Pittston  Services  Group 

400.4** 

10 

1  144  4 

1  1 

15,3 

74 

31.7 

91 

3  8 

2  4 

12.7 

22 

1  5 

Ryder  System 

1043.5 

4 

3123  4 

4 

23  5 

-14 

84.2 

13 

2  3 

2.7 

8  7 

20 

1  3 

Trinity  Industries  (9) 

463  6 

18 

1254.7 

18 

19  9 

105 

51,4 

129 

4.3 

2.5 

1 1.9 

22 

1 

(d)TRUCKING  &  SHIPPING 

CROUP  COMPOSITE 

5362.4 

12 

15087.2 

9 

144.7 

44 

360.7 

8 

2.7 

2.1 

9.3 

20 

1.1 

Alexander  &  Baldwin 

282  8** 

45 

681  8 

24 

7  9 

100 

43  3 

9 

2  8 

2  0 

1  1,4 

18 

1  ? 

American  President 

636  5 

5 

1832  4 

0 

25  5 

9 

58  9 

-13 

40 

3  9 

13,9 

12 

4 

Arkansas  Best 

267  1 

7 

740.9 

3 

8,8 

26 

15.3 

2 

3.3 

2  8 

8,5 

15 

0. 

Carolina  Freight 

198  6 

7 

582.7 

8 

-1,6 

NM 

-2.5 

NM 

NM 

0.0 

-7,1 

NM 

-1 } 

Consolidated  Freightways 

1067.0 

3 

3080  2 

2 

17,1 

993 

33.7 

220 

16 

0.2 

0,2 

NM 

0  ■ 

GATX 

279.9** 

3 

788  4 

3 

1 1,7 

NM 

56.5 

234 

4  2 

NM 

9,6 

13 

2 

Greyhound  Lines 

194  6 

-3 

51  1.4 

-3 

13  4 

-1  1 

14.6 

159 

6.9 

7.5 

12,5 

8 

1 

Hunt  (J.  B.)  Transport  Services 

253,6 

5 

761  2 

14 

8,8 

-18 

27.3 

1 

3.5 

4.4 

1  1,4 

22 

0-" 

Landstar  System 

2006 

16 

568  8 

15 

4.5 

91 

8.6 

1  10 

2.2 

1,4 

17.0 

17 

07 

Roadway  Services 

983  9 

18 

2779.2 

14 

29  0 

-12 

76.6 

-20 

3.0 

3  9 

12  6 

18 

34 

TNT  Freightways 

236,2 

19 

663  4 

17 

9  2 

28 

21.5 

24 

3.9 

3  6 

14.5 

21 

1  7 

Yellow 

761,7 

33 

2096  8 

23 

10.5 

-9 

6.8 

-80 

1.4 

2,0 

2.8 

51 

0^ 

24  UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

49063.0 

10 

134752.2 

8 

5912.6 

-2 

14249.7 

7 

12.1 

13.5 

11.3 

15 

2> 

(a)  ELECTRIC,  WATER  ft  COGENERATION 

CROUP  COMPOSITE 

44123.1 

9 

118075.0 

7 

5851.0 

1 

13245.7 

5 

13  3 

14.4 

11.2 

15 

2i 

AES 

129.2 

20 

387  6 

37 

23,1 

38 

66.0 

62 

17,9 

15.6 

28.1 

18 

14 

Allegheny  Power  System 

583  3 

6 

1750.4 

1 

58  8 

20 

179  3 

7 

10,1 

8.9 

1 1.6 

15 

3? 

American  Electric  Power 

1406  0 

10 

3937  8 

5 

149  2 

21 

398  3 

12 

10,6 

9  6 

12  0 

14 

2i 

Baltimore  Gas  &  Electric 

774.1 

14 

2022,6 

7 

157,1 

26 

278,7 

26 

20.3 

18.4 

10.9 

13 

1  3 
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:OMPANY  SALES   PROFITS  

MARGINS  RETURN  ON 

COMMON  12 

3RD           CHANGE           9          CHANGE           3RD          CHANGE          9           CHANGE       3RD         3RD  EQUITY  PRICE-  MONTHS' 

QUARTER         FROM        MONTHS       FROM         QUARTER        FROM       MONTHS        FROM     QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1993             1992            1993           1992             1993            1992           1993           1992         1993        1992  ENDING  RATIO  PER 

$Mll.              %             SMIL            %              SMIL             %            SMIL             %            %            %  9-30  10-22  SHARE 


;aroiina  Power  &  Light  854.8  4  2236.8  6  118.6  -18  282  6  -8  13.9  17  6  13  1  14  2.17 

lenterior  Energy  709.0  7  1896  1  3  33.5  -76  134  9  -37  4.7  20.8  4.7  17  0  92 

lentral  &  South  West  1141.0  15  2817  0  16  179.0  2  302  0  -5  15.7  17.8  12.8  16  1.96 

entral  Maine  Power  227.4  10  662  4  1  13  6  11  48.8  -6  6.0  7.3  9.6  10  1.65 

ilccrp  141.7  3  432  4  2  hI  0  29^3  ^  97  lOO  9^3  17  2.43 

:incinnati  Gas  &  Electric  408.6  16  1269.6  12  59  5  29  167  8  7  14.6  13.1  11.0  14  2.16 

lipsco  235.7  25  636.3  17  41  1  31  72.4  16  174  16.6  13.6  13  2.43 

:MS  Energy  758.0  23  2546.0  12  35.0  169  137.0  65  4  6  2.1  -30.2  NM  -3.06 

iommonwealth  Edison  1872.4  10  4786  4  5  287.1  22  429.7  5  15.3  13  8  8.2  13  2.19 

lonsolidated  Edison  Co.  of  N.Y.  1799.7  5  47818  7  324.8  5  541  2  8  18  1  18.0  12.5  14  2.59 

lestec  Energy  153.2  67  437.9  57  21.4  -18  67.7  10  14.0  28.2  15.2  12  1.51 

letroit  Edison  976.2  7  2686.3  1  153.4  -1  391.2  -11  15.7  17.0  16.1  10  3.48 

iominion  Resources  1287.1  19  3398.2  17  209  5  30  456  6  34  16.3  14.9  12.9  15  3.33 

IPL  264.8  17  856.5  14  35.3  4  124.3  3  13.3  15.0  14.4  15  1.39 

iQE  336.5  6  902.0  -1  50  6  5  120.1  2  15.0  15.2  12.1  13  2.73 

>uke  Power  1290.0  13  3285.0  9  2414  27  505.6  32  18  7  16.7  13.7  15  2.83 

ntergy  1411.0  14  3407.5  9  247.4  12  464.6  8  17.5  17.8  10.9  14  2.74 

lorida  Progress  768.9  23  1815.5  13  85.2  8  168.9  11  11.1  12.6  11.1  16  2.21 

PLGroup  1602.7  2  4084.7  4  235.9  19  460.3  16  14.7  12.7  13.3  14  2.85 

ieneral  Public  Utilities  990.2  11  2734.6  5  135.2  45  290.5  28  13.7  10.5  13  1  12  2.85 

lawaiion  Electric  Industries  299  5  11  860.5  15  17  7  -3  49  2  -2  5  9  6.7  10.7  15  2  42 

louston  industries  1467.5  16  3402  1  9  269  2  8  414.4  19  18.3  19.7  12.7  15  3.17 

■Slndustries  212.1  31  595.6  21  28.2  48  54.3  41  13.3  11.8  11.8  13  2.42 

linois  Power  452.4  15  1198.0  8  -123.9  NM  -66.6  NM  NM  16.6  -5.6  NM  -0.96 

>alco  Enterprises  183.3  10  505.4  6  11.8  -59  59.8  -16  6.4  17.1  9.7  18  2.05 

ansas  City  Power  &  Light  256.9  12  656.6  8  44.9  18  86.5  28  17.5  16.6  12.0  15  1.65 

U  Energy  160.6  6  454.8  4  25.1  10  66.6  7  15.6  15.1  13.3  15  2.08 

G&E  Energy  221.0  5  659.7  9  36.4  17  77.4  18  16.5  14.8  12.6  15  2.72 

ang  island  Lighting  849.7  14  2215  0  9  144  6  2  269  2  1  17  0  18.9  11.3  12  2.21 

tidwest  Resources  281.2  19  857  7  17  33.8  177  70  0  109  12.0  5.2  11.9  13  1.46 

lontana  Power  248.7**  8  772.7  10  12  1  -23  57.1  -8  4.8  6.8  11.1  14  1.89 

lew  England  Electric  System  576  6  7  1674.3  4  58.2  14  136.2  -10  10.1  9.4  11.4  16  2.62 

lew  York  State  Electric  &  Gas  396.4  8  1307.4  4  32.5  22  128  1  14  8  2  7.2  8.8  16  2.03 

)hio  Edison  632.9  5  1792.5  2  94.1  17  240.2  11  14  9  13.4  11.4  13  1.82 

•klahoma  Gas  &  Electric  500.6  13  1145.9  13  90.8  19  117.9  32  18.1  17.2  13.5  11  3.13 

•range  &  Rockland  Utilities  237.5  24  716.7  17  17  3  0  39.0  7  7  3  9  0  12.4  12  3.33 

acific  Gas  &  Electric  2947.3  5  7875  2  2  356.1  1  857.1  -11  12  1  12.6  11.8  15  2.32 

hiiadelphia  Electric  1073.1  8  3046.3  2  181.7  28  451.7  39  16.9  14.3  13.4  13  2.50 

Innacle  West  Capitol  534.6  2  1323.3  3  94  0  1  175.9  13  17  6  17.7  1  1.0  12  1.97 

i  ortlond  General  209.2  7  678.2  8  9.4  -40  65.3  9  4.5  7.9  12.7  11  2.02 

ubiic  Service  Co.  of  Colorado  422.4  4  1477.7  9  25  5  -14  104.6  0  6.0  7  3  10.8  14  2.10 

I  ubiic  Service  Co.  of  New  Mexico     203.8  -1  643.1  2  23.9  182  41.6  40  11.8  41  -15.5  NM  -2.38 

i  ubIic  Service  Enterprise  Group  1402.0  12  4243.1  7  202.0  38  550.4  27  14.4  118  12.1  13  2.58 

I  uget  Sound  Power  &  Light  230.2  5  791.8  7  18.1  0  99.0  4  7  9  8  2  11.3  12  2.05 

i  ochester  Gas  &  Electric  217.3  10  692.8  6  20.2  15  56  2  36  9  3  8.8  10.8  13  2.21 

I  an  Diego  Gas  &  Electric  495.0  1  1454.6  4  59.1  8  161.9  8  11.9  11.2  14.4  14  1.85 

j  tana  359.5  18  961.7  12  66.0  60  141.1  48  18.4  13.5  13.6  14  3.70 

I  CEcorp  2423.9  -5  5976.6  -1  221.5  -22  532  2  -14  9.1  11.1  11.0  14  1.46 

'  ierra  Pacific  Resources  130.1  10  392.5  10  15.5  36  38.2  12  11.9  9.7  7.1  19  1.13 

I  outhern  2636.0  11  6543.7  5  465.1  8  939.9  6  17.6  18.0  13  7  14  3.18 

I  Duthwestern  Public  Service  (4)  244.5  13  617.5  9  37.0  4  81.0  4  15.2  16.5  14.8  13  2.43 

,  iCoEnergy  364.7  7  961.6  8  52.7  -3  117.5  0  14.4  15.9  15.1  19  1  29 

Uxas  Utilities  1786.3  21  4184.7  12  80.6  -75  455.4  -27  4.5  22  0  6.7  22  2.05 

i  nion  Electric  689.3  5  1654.5  4  161.3  -3  292.3  10  23.4  25.4  14.5  14  3.08 

:  /heelobrator  Technologies  283.9  -26  809.4  -24  35.7  7  118.9  -15  12.6  8.7  13.2  20  0.83 

I  nsconsin  Public  Service                   156.3  11  503  0  9  16.5  31  49.3  27  10.6  8.9  15.3  13  2.73 

j  urn  Industries  (9)  215.5  21  657.7  39  6.8  9  -1.0  NM  3.2  3.5  2.3  59  0.46 
I  AS,  OIL  &  TRANSMISSION 

I  ROUP  COMPOSITE  4940.0  15  16677.3  17  61.5  -69  1004.0  S2  l.J  4.7  12.7  17  1.86 


1   Paso  Natural  Gas                          245.1  13  676.6  17  18.4  31  69.9  17  7.5  6.5  12.2  16  2.32 

'■"■on                                             1908.7  27  5648.3  31  17.2  -73  223.7  -3  0.9  4.3  12.9  25  1.31 

^,  suitable  Resources                          272.7  89  750.3  36  8.6  20  48.2  31  3.2  5.0  11.9  18  2.26 

\  l^^j  180.5  -2  1024.8  4  -11.0  NM  45.3  3  NM  NM  12.4  18  2.01 

'tor                                               185.5  8  1136.2  16  9.2  2  72.3  14  5.0  5.3  15.1  16  1.85 

li'neok(4)                                         128.2  20  629.7  21  -1.6  NM  32.4  20  NM  0.9  10.2  15  1.43 

5  anhondle  Eastern  447.5  -7  1633.9  -1  25.6  -64  129.5  -10  5.7  15.0  10.4  15  1.54 

'                                                      324.5  8  1178.0  16  20  3  -5  215.1  258  6.3  7.1  19.2  11  2.96 

'I  ansco  Energy                                 675.0  5  2134.6  12  -43.2  NM  -12.1  NM  NM  1.2  -3.5  NM  -0.38 

i  'illiams                                           572.2  3  1864  9  10  18.0  -3  179.7  179  3.1  3.4  13  9  12  4.74 
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ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PIOc 

Abbott  Laboratories  12d 
ACX  Technologies  7b 
Adia  Services  21e 
Advanced  Micro  9d 
ADVO  aid 
AES24a 

Aetna  Life  &  Casualty  17b 
AFLAC  17b 
Ahmanson[H  F  )  17c 
Air  &  Water  Techs  21e 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  33o 
Albertson's  lOc 
Alcoa  16a 

Alexander  &  Baldwin  23d 
Alex  Brown  17a 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24o 
Allergan  12b 
AlliedSignal  5 
Alltel  22b 
Amax  16a 

AMC  Entertainment  14b 
Arrterado  Hess  lib 
America  West  23a 
Amencan  Brands  6e 
American  Building  21e 
Amencan  Cyanomid  4 


American  Electric  24a 
American  Express  17a 
American  General  17b 
American  Greetings  14d 
American  Home  12b 
American  IntI  Group  17b 
Amenccn  McizefVcxiudslOb 
Americon  Medical  12c 
Amencan  Notional  17b 
Amencan  President  23d 
Amencan  Stores  10< 
Amentech  22b 
Ames  Dept.  Stores  8 
Amgen  12b 
Amoco  lib 
AMP9d 
Amphenol  •d 
AMR  23a 

AmSoufh  Bancorpofotion  3c 
Analog  Devices  9d 
Anheuser-Busch  6c 
Anthem  Electronics  21b 
Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Motenols  15c 
Arbor  Drugs  12a 
Arco  Chemical  4 
Arkonsos  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asorco  16< 


Ashland  Oil  lib 
AST  Research  18b 
AT&T  22a 
AT&T  Capitol  17a 
Atlantic  RichReld  lib 
Automatic  Dato  18c 
AutoZone  8 
Avery  Dennison  15a 
Avon  Products  6d 
Aztor  14« 

B 


Baker  (J  )  8 
Ball  7a 

Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bandog  2c 
Bank  of  Boston  3a 
Bank  of  New  Yort  3a 
BankAmenco  3d 
Bankers  Trust  3a 
Banta  21  d 
Bard(C  R  )12d 
Bamett  Bonks  3c 
Baroid  11c 
Bausch  &  Lomb  12d 
Baxter  Intemationol  12d 
Bear  Steams  17a 
Bearings  21b 
Beckman  Instruments^ 
Bell  AHantic  22b 
BellSouth  22b 


Belo(A  H  j20b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Loboratones  4 
Beverly  Enterprises  12c 
Big  B  12a 

Bindley  Western  Inds  12a 
Bimninghom  Steel  16b 
Block  &  Decker  15b 
Block  (H&R]  17a 
Block  Drug  6d 
Blockbuster  Ent  14b 
Blount  15b 

Boatmen's  Boncshores  3b 
Bob  Evans  Forms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 
Bowoter  19b 
Brodlees  8 
Bnggs  &  Strotton  15< 
Bnnker  International  14a 
Bnstol-Myers  Squibb  12b 
Brown  Group  6a 
Browr>-Forman  6c 
Bruno's  lOc 
Brunswick  14d 
Burlington  Northern  23b 
BuHington  Resources  lib 
BuHerMfg  21a 


Cabletron  Systems  18c 
Caesars  Wortd  14c 
Coldor  8 

California  Federal  Bank  17c 
Campbell  Soup  lOb 
Capitol  Cities/ABC  20a 
Capital  Holding  17b 
Capsteod  Mortgage  13b 
Cardinal  Distribution  12a 
Caremark  Intl  12c 
CoHisle  15a 

Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech  16b 
Carter  Hawley  Hale  8 
Corter-Wolloce  12b 
Casey's  General  10c 
Caterpillar  15c 
CBS  20a 
GDI  21e 

Centenor  Energy  24a 
Centex  13b 

Central  Maine  Power  24a 
Central  &  South  West  24a 
Ceridion  18c 
Champion  Intl  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemed  21b 
Chemical  Banking  3a 


Chemical  Waste  21c 
Chesapeake  19b 
Chevron  lib 
Chrysler  2a 
Cilcorp  24a 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cipsco  24a 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Cisco  Systems  18c 
Citicorp  3a 
Clark  Equipment  15c 
Clayton  Homes  13b 
Clorox  6d 
CMLGroup8 
CMS  Energy  24a 
Coast  Savings  17c 
Coostol  lib 
Coco-Colo  6c 
Coco^olo  Bottling  6c 
Coco-Cola  Enterprises  6e 
Colgate-Palmolive  6d 
Coltec  Industnes  5 
Comerico  3b 
Commercial  Metals  16b 
Commonwealth  Ed  24a 
Compaq  Computer  18b 
CompuCom  Systems  18a 
Computer  Assoacrtes  18c 
Computer  Sciences  18c 
Computervision  18c 
Comsat  22a 


ConAgra  10b 
Cone  Mills  15d 
Conner  Penpherals  18b 
Conroil  23b 
Consolidated  Edison  24a 
Cons,  Freightwoys  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continentol  Bonk  3b 
Continental  Medical  12c 
Cooper  Industries  9a 
Coopei  Tire  &  Rubber  2c 
CoreStotes  Financial  3a 
Coming  15a 
Costco  Wholesale  8 
Countrywide  Credit  17a 
CPC  International  10b 
Crocker  Barrel  14a 
Crone  15a 
Crav/ford  17a 
Cray  Reseorch  18b 
Crestor  Financial  3c 
Crompton  &  Knowles  4 
Crown  Cork  &  Seal  7g 
CSX  23b 

cue  Intemctional  18a 
Culbro  6e 
Cummins  Engine  2b 
Curtice-Bums  5oods  10b 


Donaher  15b 
Dart  Group  5 
Data  General  18b 
Dayton  Hudson  8 
Dean  Foods  10b 
Deere  15c 
Delchornps  lOc  ^ 
Dell  Computer  181- 
Delta  Air  Lnes  23^ 
Deluxe  18a 
Dentsply  Intl.  12d 
Destec  Energy  24* 
Detroit  Edison  24« 
Dexter  4 
Dial  5 

Diamond  Shamrocjit 
Diebold  18a 
Digital  Equipment  1ft 
Dillard  8 

Dime  Savings  Bank 
Dole  Food  lOb 
Dollar  General  8 
Dominion  Resourc^ 
Donoldson  2b 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20b 
DPL24a 
DQE24a 

Dr  Pepper/SevervHw 
Dresser  Industries  1 
Dreyw'sGrandkBCrE  - 


AND  EVERYTH 


From  chemistry  to  candy  bars,  more  global  c 

B  E  C  A  U  S  E  Citibank  forges  solid,  long-term  relationships  with  its  customers  — over  70  years  e 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  fon 
exchange,  ranked  number  one  by  customers  worldwide  lor  15  consecutive  vears.  BECAUSE  nool 


LPHABETICAL  LIST  OF  COMPANIES 

number  following  each  company  nome  identifies  tfie  Scoreboord  category  under  wfiich  it  is  listed 


Emporium  13a 
Communs.  23a 
Powgr  a4a 
I,  Brcidstreel  20b 
nl4 

:etl  International  15a 
ISd 


ams9b 

Food  Centen  10c 
fither  Industries  2b 
on  Kodak  14d 

afa 

2b 

jl3a 

36d 

I  drolKers  8 
rds  (AG  117a 
i21a 

3  Noturol  Gas  24b 

)nic  Data  18< 

18b 

lord  4 

34b 

Oil&Gosllb 

y34a 

xl7a 

bia  Resources  34b 
t 

15a 
lib 


r 

Flowers  Industries  lOb 

Georgia  Gulf  4 

Fluor  21a 

Georgio-Pacific  19a 

F&M  Distnbutors  8 

FMCISc 

Gerber  Products  10b 

Family  Dollar  Stores  8 

Food  Lion  10c 

Fannie  Mae  17a 

Giant  Food  lOc 

Fa/s12a 

FordMotor2a* 

Gillette  6d 

Federal  Express  23c 

Foster  Wneeler  21a 

Olendaie  reaerai  bonk  i#c 

Federal  Home  Loon  17a 

Foundation  Heolth  12c 

GM  Hughes  Electronics  9b 

Federal  Paper  Board  7b 

FPL  Group  24a 

Golden  West17< 

Federal  Signal  15o 

Franklin  Resources  17a 

Goodrich  (B.F  )4 

Federal-Mogul  2b 

Freeport-McMoRon  4 

Goodyear  Tire  &  Rubber  2c 

Federated  Dept  Stores  8 

FreeportMcMoRCTi  C&G  16c 

Goulds  Pumps  15c 

Ferro4 

Fremont  General  17b 

fV>*yi  ynn  ^Tarff  >  'jt  xj/^.r\  18C 

Fieldcrest  Cannon  ISd 

Fuller  (H  B  |4 

Grainger  (W  W  )  31b 

Fifth  Third  Bancorp  3b 

oreaf  A&r  lea  IWC 

Fingerhut8 

e 

Great  Lakes  Chemical  4 

First  Bank  System  3b 

Gonnett  20b 

Great  Western  17c 

First  Chicago  3b 

Gop  8 

GreifBros  7b 

First  Dota  18< 

GATX  23d 

Greyhound  Lnes  23d 

First  Fidelity  3a 

Gay  lord  Ent  20a 

Grumman  1 

First  Financial  Mgmt  17a 

GenCorp  1 

GTE  22b 

First  Interstate  Bancorp  3d 

Genentech  12b 

Gtech  Holdings  18c 

First  oF  Amenca  Bank  3b 

Generol  Cable  16c 

H 

First  U  ion  3c 

Generol  Dynomics  1 
General  Electric  5 

Firstar  3b 

Hondleman  21e 

Fisher  s^cientific  21b 

General  Instrument  9b 

Hanna[M  A.)4 

Fisher-Pnce  14d 

General  Mills  10b 

Hannoford  Brothers  lOc 

Flogstor  14a 

General  Motors  2o 

Harcourt  Generol  5 

Fleet  Finanaal  Group  3a 

General  Public  Uts  24a 

HaHond  (John  H  )  18a 

Fleet  Mortgage  Group  17o 

General  Signal  15< 

Horiey-Davidson  14d 

Fleetwood  Ents.  14d 

Genesco  8 

Harmon  International  14d 

Fleming  10a 

Genuine  Parts  21b 

Hamischfeger  15c 

Florida  Progress  24« 

Geon  4 

Harris  9b 

Harsco  15a 
Hartford  Steam  17b 
Hartmarx  Oa 
Hasbro  14d 
Hawaiian  Electnc  24a 
HCA12C 

Heahh  Core  &  Retirement  12c 
Heolthtrust  12< 
Hechinger  8 
Heilig-Meyers  6b 
Heinz  [H  J  ]  10b 
Helene  Curtis  Industries  6d 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hillhaven  12c 
Hills  Stores  8 
Hilton  Hotels  14c 
Holly  lib 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 
Horoce  Mann  17b 
Hormel  Foods  10b 
Host  Marriott  14c 
Houghton  Mifflin  20b 
House  of  Fabncs  8 
Houston  Industries  24a 
Hubbell9a 
Huffy  14d 
Hughes  Supply  21b 
Humana  12c 


Hunt  (J  B  )  23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

ICF  Kaiser  InH  21c 
lES  Industries  24a 
Illinois  Central  23b 
Illinois  Power  24a 
Illinois  Tool  WorVslSa 
IMC  Fertilizer  4 
Imcera  Group  12d 
Imo  Industries  9c 
InaCom  21e 
Ingersoll-Rand  15c 
Inland  Steel  16b 
Integra  Financial  3a 
Intel  9d 

Intelligent  Electronics  18a 
Interface  15d 
Intergraph  18b 
InH  MultifoodslOb 
International  Paper  19b 
IntI  Speaalty  Prods  4 
Interpublic  Group  21d 
Interstate  Bokenes  lOb 
Inter-Regional  Finanaal  17a 
Ipolco  Enterprises  24a 
ITT5 


James  River  19b 

Jomeswoy  8 

John  Alden  Finl.  17b 

Johnson  Controls  9c 

Johnson  &  Johnson  12d 

Jones  Apparel  Group  6a 

Jostens  15o 

Joy  Technologies  15c 

K 


Kamon  21b 

Kcj^Qy  Paw& 24a 

Kansas  City  Southern  23b 

Kaufman  &  Brood  13b 

Kellogg  lOb 

Kellwood  6o 

Kendall  International  12d 

Kerr-McGee  lib 

KeyCorp  3a 

Kimball  International  6b 

KimbeHy-Clort  19b 

Kmart  8 

Kn.ght-Ridder  20b 
Kohl's  8 
Kroger  10c 
KU  Energy  24a 


LA  Gear 6a 
La-Z-Boy  Choir  6b 
Ladd  Furniture  6b 


Laforge  13a 
Lands'  End  8 
landstor  System  23d 
Leggett&Plott  6b 
Lennar  13b 
LG&E  Energy  24a 
Lilly  (Eli)  12b 
Umited  8 

LIN  Broadcasting  22a 
Litton  Industries  9b 
Liz  Cloibome  6a 
Lockheed  1 
Loctite  4 

Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Lorol  9b 

Lotus  Development  18c 
Louisiono-I^acific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubrizol  4 
Lukens  16b 
Lyondell4 

M 

Magma  Copper  16c 

MagneTek  9a 

Manor  Care  12c 

Manville  19b 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  15a 


(lies  choose  Citibank  than  any  other  bank. 


<  can  match  Citibank's  expertise  and  experience  in  emerging 
ki  ts  — over  90  years  in  Asia,  and  75  years  in  Latin  America. 
CAUSE   THE    CITI    NEVER  SLEEPS." 
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The  number  following  each  company  name  idenlifies  the  Scoreboard  category  under  which  it  is  listed 


Marrion  Intl.  14a 
Marsh  &  McLennon  17a 
Mar^all  Indusfries  21b 
Mortin  MorietTa  1 
Mattel  14d 
Maxtor  18b 

Moy  Department  Stores  S 

Maytag  6b 

McCormick  10b 

McDermott  Inti  21a 

McDonald's  14a 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12o 

MCN24b 

Meod  19b 

Media  General  20b 

Medtronic  12d 

Mellon  Bank  3a 

Melville  8 

Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Metropolitan  Rnondal  17e 


Meyer  (Fred)  8 
Miaon  Technology  9d 
Microsoft  18< 
Mid  Ationtic  Medical  21e 
Midlontic  3a 
Midwest  Resources  24a 
Miller  (Herman)  18a 
Millipore9« 
Minnesota  Mining  15a 
Mitchell  Energy  lib 
Mobilllb 
ModmeMfg  2b 
Mohawk  Industries  15d 
Molex9d 
Monsanto  4 
Montana  Power  24a 
Morgon  (J  P  )  3a 
Morgon  Stanley  17a 
Momson  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  Intemohonol  4 
Motorolo  9h 
Multimedia  20a 
Murphy  Oilllb 
Musiclond  Stores  14d 


N 


Naico  Chemical  4 
Noshuo  7h 
Nationol  City  3b 
Nationol  Convenience  10< 
National  Gypsum  13a 
Notionol  Heolth  Lobs  13« 
Notional  Intergroop  5 
Notional  Medical  13c 
Notional  Semicond  9d 
Notionol  Service  9a 
Notionol  Steel  16b 
NotionsBonlt  3c 
Novistar  Int)  2a 
NBD  Bancorp  3b 
NCH6d 

Neimon  Marcus  Group  8 
New  England  Electric  24a 
Nev»  Yort  Stote  E&G  24a 
Nev»  York  Times  20b 
Newell  ISa 
Newmont  Gold  16c 
Newmont  Mining  16c 
Nicor24b 
Nike  6a 

Nine  West  Group  6a 


NL  Industries  4 
Nordstrom  8 
Norfolk  Souttiem  23b 
Nortek  15a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
NovoCore  12c 
Novell  18c 
Nucor  16b 
NWNllTb 
Nynes  22fa 

o 


Occidental  Pel  lib 
Office  Depot  21b 
Ohio  Edison  34a 
Oklohoma  G&E  24a 
Olin4 

Omnicom  Group  21d 
Oneok  24b 
Oracle  Systems  18c 
Onar>ge  &  Roddar>d  Uts.  24a 
Oregon  Steel  Mills  16b 
OrNdo  HeoltfiCorp  12c 
Oryx  Energy  lib 
Owens  &  Minor  12d 


Owens-Coming  13a 
Owens-Illinois  7a 
Oxford  Industries  6a 


Paccar  2o 

Pacific  G&E  24a 

Pacific  Telesis  Group  22b 

PaineWebber  Group  17a 

Palls 

Pamido  Holdings  8 

Panhandle  Eastern  24b 

Porogon  Trade  Brands  7b 

Poromount  Communs,  14b 

Parker  Hannifin  15o 

Poyless  Coshwoys  8 

Penn  Central  5 

Penn  Troffic  10c 

Penney  (J,  C.)  8 

PenlairISc 

Pep  Boys  8 

PepsiCo  6c 

Perry  Drug  Stores  12a 

Pet  10b 

Petrie  Stores  8 

Pfizer  12b 

Phelps  Dodge  16c 


PHH  21e 

Philodelphio  Electric  24a 
Philip 'Moms  6e 
Phillips  Petroleum  lib 
PhillipvVon  Heusen  6a 
Pier  1  Imports  6b 
Pinkerton's  21e 
Pinnode  West  24a 
Pioneer  H^red  10b 
Pioneer-Standard  21b 
Pitney  Bowes  18a 
Pittston  Minerol  11a 
Pittston  Services  23c 
Ply  Gem  Industries  13a 
PNC  Bonk  3a 
Poloroid  14d 
Pope&Tolbol  19o 
Portland  General  24a 
Potlotch  1»b 
PPG  Industries  13a 
Praxair  4 

Premork  International  5 
Premier  Industnol  21b 
Pnca8 

Pnmenco  17a 
Procter  &  Gamble  6«1 
Progressive  17b 


Promus14c 

PS  Co.  of  Colorado  24a 
PS  Co.  of  New  Mexk:o  24a 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Quoker  Oots  10b 
Quonex  16b 
Quantum  18b 
QVC  Network  8 


Roychem  9a 
Raymond  James  Finl.  17a 
Raytheon  9b 
Reebok  Intemotionol  6a 
Reliance  Electric  9a 
Republic  New  York  3a 
Revco  D  S  12a 
Reynolds  Melols  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  IntI  7b 
RJR  Nabisco  6e 


Roadwoy  Services  |c 
Rochester  G&E  24 
Rochester  TelephorSj 
Rohm  &  Hoos  4 
Rohrl 
Rollins  21e 
Rose's  Stores  8 
Ross  Stores  8 
RPM13a 
Rubbermoid  15a 
Russell  6a 
Rust  IntI  21c 
Ryder  System  33< 
Rykoff-Sexlon  10a 

s 


Safeco  17b 
Safeguard  Saentilill 
Sofety-Kleen  21e  ' 
Safeway  lOe 
Sallie  Mae  17a 
Salomon  17a 
Son  Diego  G&E  2^ 
Sonta  Fe  Pacific  2« 
Sara  Lee  10b 
Scono  24a 
SCEcorp  24a 


IPONTIAC 

WE  ARE  DRIVING  EXCITEMENT 
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umber  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Smitfi's  Food  &  Drug  10c 
SmithBeld  Foods  lOb 
Snopon  Tools  15b 
Society  3b 
Solectron  9d 
Sonat24b 
Sonoco  Products  7b 
Southern  24a 
Southern  New  Eng  Tel  22b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Spiegel  8 

Springs  Industries  ISd 
Spnnt  22a 
SPXISb 
St  Paul  ITb 

Standard  Federal  Bank  17c 
Standard  Motor  Prods.  2b 
Standard  Products  2b 
Standard  Register  18a 
Stondex  intl.  13a 
Stanhorre  6d 
Stanley  Works  15b 
Staples  21b 


State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Slop  &  Shop  10c 
Storage  Technology  18b 
Strawbndge  &  Clothier  8 
Stride  Rite  6a 
Stryicer12d 
Summit  Health  12c 
Sun  lib 

Sun  Microsystems  18b 
Sunbeam-Oster  6b 
Sund  strand  1 
SunTrust  Banks  3c 
Super  Food  Services  lOa 
Super  Rite  lOa 
Supermarkets  Gen  10c 
Supervalu  10a 
SynOpHcs  Communs.  18c 
Syntex  12b 
Sysco  10a 

T 


Tambrands  6d 
Tandy  18b 
TBC  21b 
Tech  Data  18a 


Teco  Energy  24a 
Tektronix  9c 
Teledyne  5 
Teleflex  1 
Temple-Inland  7b 
Tenneco  5 
Teradyne  9€ 
Terra  Inds  4 
Texaco  lib 
Texas  Industnes  13a 
Texas  Instruments  Od 
Texo!  Utilities  34a 
Textron  5 
Thiokol  1 

Thomas  &  Betts  9a 

Thorn  Apple  Valley  10b 

3Com  18b 

3M15a 

Tidewater  11c 

TimbeHand  6a 

Time  Warner  20b 

Times  Mirror  20b 

TlmkenlSc 

TJ  Inri.  13a 

TJX  8 

TNT  Freightways  23d 
Torchmark  17b 


Toro  6b 
Tosco  lib 
Toys'R'  Us  8 
Transamerica  17a 
Transatlantic  Holdings  17b 
Transco  Energy  24b 
Tribune  20b 
Trinity  Industries  23c 
TRW  5 
Tultex  6a 

Tyco  Laboratones  15c 
Tyco  Toys  14d 

u 


U.S.  Bancorp  3d 
U  S-  Heoltticore  12c 
U  S.  Home  13b 
U.S.  Shoes 
U.S.  Surgical lad 
UAL  23a 
UJB  Financial  3a 
Ultramar  lib 


ililSd 
Bonk  3d 
Camp  19b 

:on  Carbide  4 


Union  Elecfnc  24a 

Union  PaciBc  23b 

Union  Texas  lib 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

United  Woaxisjn  Services  12< 

UnitnnlTb 

Univar21b 

Universol  6e 

Universal  Health  12c 

Unocal  lib 

UNUMITb 

Upiohn  12b 

US  West  22b 

USAir  Group  23a 

USF&GITb 

use  13a 

USLFe  17b 

UST6e 

USX-Marathon  lib 
USX4J  S.  Steel  16b 


Valero  Energy  lib 
Valspar13a 

Vonan  Associates  9h 


VonlylSc 

Venture  Stores  8 
Vpea 

Viacom  20a 
Viking  Office  Products  8 
Village  Super  Maricet  10c 
VLSI  Technology  9d 
Volt  Info  Sciences  21e 
Vulcan  Materials  13a 
VWR  21b 

w 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Warner-Lambert  12b 
Washington  Post  20b 
Watts  Industnes  15a 
Weirton  Steel  16b 
Weis  Mar<<et5 10c 
Wellmon  4 
WellPoint  Health  12c 
Wells  Forgo  3d 
West  Point-Pepperell  ISd 
Western  Digital  18b 


Western  Publishing  20b 
Westinghouse  Electric  9a 
Westvoco  19b 
Weyerhaeuser  19a 
V/hee!abrator  Techs.  24a 
V/heeling-Pittsburgh  16b 
Whiripool  6b 
V/hititian  5 

Willamette  Industries  19a 
Willcax&Gibbs21b 
V/illiams  24b 
WinnX>ixie  Stores  10c 
V/isconsin  PufciTic  Service  24a 
Wilco  4 

WLR  Foods  lOb 

WMX  Technologies  21c 
Woolworth  8 
Worthington  Inds  16b 
Wyle  Laboratones  21b 

XYZ 


Xerox  18b 

Yellow  23d 

York  International  13a 

Zenith  Electronics  6b 

Zum  Industnes  24a 


GRAND 

Its  new  interior  will  stir  a  passion  for  driving, 
well  served  by  an  eager  Vb,  agile  sport  suspension,  plus  the 
safety  of  dual  airbags  and  available  anti-lock  brakes. 

PRIX 

The  new  Grand  Prix™  Sport  Sedan.  Purposefully  designed, 
superbly  equipped.  A  high-quality  boost  to  4-door  driving  excitement. 
The  rewards  await  you  at  your  Pontiac  dealer 

REWARDS 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-dedLJCtible  bumper-to-bumper  limited  warranty  (see  your  dealer  for  details), 
plus  free  24-fiour  Roadside  Assistance  and  Courtesy  Transportation.  Call  1-800-762^900  for  more  product  information  and 
dealer  locations,  [a]  Always  wear  safety  belts,  even  with  airbags  ■=  1993  GM  Corp  All  Rights  Reserved 
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overSto 


STUCK! 

HOW  COMPANIES  COPE  WHEN  THEY  CAN'T  RAISE  PRICES 


Grandparent.s  love  them.  So  do 
parents.  And  kids  do  look  awful- 
ly cute  running'  around  in  their 
Oshkosh  B'Gosh  Inc.  l)il)  overalls.  But 
in  the  past  few  years,  the  Wisconsin- 
based  maker  of  high-(iuality  children's 
clothing  has  faced  increasing 
price  resistance  from  con 
sumers.  To  strengthen 
its  ties  to  retailers,  the 
company  is  working 
closely  with  depart- 
ment stores,  helping  to 
pay  for  new  store  fixtui'es 
and  fancier  displays.  To  low' 
costs,  it's  overhauling  production 
processes  and  investing  in  work 
er  training  to  become  a  highly  flex 
ible  manufacturei".  And  in  an  unprece- 
dented action  to  jump-start  sales, 
Oshkosh  will  slash  prices  by  6%  to  8% 
on  its  entire  1994  spring  line  of  clothes. 

It's  not  just  Oshkosh,  l)y  gosh.  All 
across  the  marketplace,  companies  are 
snipping  away  at  their  price  tags.  Mer- 
cedes-Benz is  lowering  prices  on 
some  luxury  cars  l)y  almost  15% 
Compacj  Computer  Corp.  is 
slashing  prices  on  its  to]>of- 
the-line  pei'sonal  computers 
by  2;5%.  Borland  Interna- 
tional Inc.  has  chopped  the 
list  price  on  its  latest  Quat- 
tro  Pro  s])readsheet  from 
$495  to  $99.  Boeing  Co.  is  t 
fectively  freezing  the  prices 
its  commercial  airplanes  for 
next  five  years.  Says  Ron  Wooi 
ard,  executive  vice-pi'esident  o 
Boeing  Commercial  Airplane  Group: 
"Our  airplanes  cost  too  much." 
RETHINK  EVERYTHING.  It's  the  Age 
of  Disinflation— anfl  it's  creating  a 
business  landscape  that  few  of  the 
managers  of  these  companies  have  seen 
in  their  professional  lifetimes.  The  savvi- 
er  among  them  aren't  just  whipping  out 
the  markdown  pen,  though.  Like  Osh- 
kosli,  a  growing  number  of  corpora- 
tions are  recognizing  that  ferocious 
pricing  pressure  means  that  they  J 


have  to  rethink  virtually  every  asjject  of 
how  they  do  business.  In  this  unfamiliar 
and  treacherous  terrain,  they're  having 
to  abandon  many  of  their  old,  inflation- 
insi)ii-ed  business  habits.  To  preserve 
profits  and  eke  out  growth,  companies 
are  being  forced  to  come  up  with  radi- 
cally different  corporate  strategies,  man- 
ufacturing techniques,  marketing  tac- 
tics, compensation  structures,  and 
appi'oaches  to  financing. 

Battered  by  workiwide 
overcapacity,  brutal 
global  competition. 
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slow  growth,  and  high  unemployment, 
corporate  pricing  power  has  clearly  been 
crumbling.  Since  1990,  consumer  price 
inflation  has  fallen  from  a  5.4%  annual 
rate  to  its  current  2.7%  yearly  pace.  At 
the  same  time,  producer-  price  inflation  is 
down  from  4.9%  to  0.5%.  It  adds  up  to 
"a  paradigm  shift  as  profound  in  its  sig- 
nificance for  disinflation  as  the  oil  crisis 
of  1973  was  for  inflation,"  says  Peter  L. 
Bernstein,  an  economic  consultant  in 
New  York  City. 

EXPOSED.  In  the  new  world  of  disin- 
flation, cost-cutting  is,  of  course, 
essential.  But  by  freeing 
prices  of  the  distortion  of 
inflation,  this  challeng- 
_  '  ing  environment  is  also 

restoring  prices  to 
their  traditional  role 
as  economic  arbiter: 
They  are  the  signals 
that  tell  companies  and 
individuals  how  the 
marketplace  truly  val- 
ues the  goods  they  make 
and  the  services  they  sell. 
The  price  a  company  charg- 
es is,  in  turn,  the  culmination 
of  every  decision  it  has  made 
along  the  line.  Without  the  cloak  of  in- 
flation, all  those  decisions  are  directly 
exposed  to  the  ruthless  pressures  of  the 
marketplace. 

A  number  of  companies  are  l)egin- 
ning  to  chart  some  imaginative  paths 
across  the  new  landscape  of  disinflation. 
They're  redesigning  products  for  ease 
and  speed  of  manufacture  or  stripjjing 
away  costly  features  that  their  custom- 
ers don't  value.  Many  are  j^u-ing  back 
expensive  rebates  and  discounts  in  favoi" 
of  stable,  low,  everyday  prices.  They're 
seeking  to  gain  a  bit  of  shelter  from 
relentless  pricing  pressure  by  forging 
clo-ser  links  with  their  customers  or 
accelerating  new-product  devel- 
opment. They're  work- 
ing to  improve  i)ro- 
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ductivity  not  just  with  layoffs  but  by 
tearing  down  bureaucratic  barriers  be- 
tween departments  and  investing  in 
high-tecii  hardware.  Over  the  past  18 
months,  real  ecjuipment  si)ending  has 
increased  by  24%,  with  alwut  two-thirds 
of  the  increase  concentrated  in  informa- 
tion technologies.  "The  management 
challenge  of  the  1990s  is  to  reduce 
costs— and  increase  the  perceived  value 
of  the  product,"  observes  Arthur  L.  Kel- 
ly, a  private  investor  and  director 


industrial  products.  "That  means  you 
have  to  get  productivity  improvements 
forevei"." 

Of  course,  it  may  be  too  early  to  say 
that  disinflation  is  here  to  stay.  Infla- 
tionary pressures  usually  ease  during 
slack  times,  and  both  the  Federal  Re- 
serve and  bond  traders  are  convinced 
that  inflation  will  roar  hack  to  life  as 
the  economy  picks  up.  Many  executives 
see  rising  prices  on  the  horizon,  too,  ar- 
guing that  business  costs  are  being  pro- 


of Deere,  BMW,  and  Nalco  Chemical. 

Above  all,  the  relentless  pi-essure  of 
disinflation  means  that  companies  must 
constantly  review  all  aspects  of  their 
business  to  make  sure  they're  doing 
whatever  it  takes  to  offer  customers 
high-quality  goods  at  low  prices.  "We 
are  in  a  period  of  low  to  no  inflation 
that  we  may  live  with  till  the  year 
2000,"  says  feouthwood  J.  "Woody"  Mor- 
cott,  chairman  and  chief  executive  of 
Toledo-based  Dana  Corp.,  a  $4.9  billion 
producer  of  automotive  parts  and  other 


pelled  upward  by  higher  taxes,  govern- 
ment mandates,  and  President  Clinton's 
health-care-reform  package.  No  doubt, 
inflation  scares  will  periodically  roil  the 
markets,  and  there  will  always  be  some 
companies  or  industries  that  are  able  to 
raise  prices.  Even  now,  the  14%  decline 
in  the  value  of  the  dollar  against  the 
Japanese  yen  is  forcing  .Japanese  compa- 
nies to  hike  prices  in  the  U.  S.  on  every- 
thing from  memory  chips  to  cars,  which 
could  give  domestic  rivals  in  those  mar- 
kets some  pricing  room  (page  154). 


Still,  certain  industries,  such  as 
and  energy,  lived  with  lower  | 
through  much  of  the  1980s.  By  tin 
of  the  decade,  gale  winds  of  intern 
al  competition  and  deregulation  prd 
disinflation  into  a  broad  array  of  i 
facturing  and  consumer-goods  busine.^t.'. 
What  is  most  striking  now  is  the  spte 
of  disinflation  to  previously  immuii' 
tors  of  the  economy,  such  as  legal  > 
es  and  health  care.  Even  in  the  pli;ii 
ceutical  industry,  which  enjoyed 
luxury  of  raising  prices  at  twi(  « 
rate  of  inflation  through  the  1980s,  i  - 
cutting  is  becoming  rampant. 
PLENTY  OF  GOODtES.  To  be  sure, 
flation's  spread  is  far  from  bad 
It  means  that  consumers  won't  h;i 
worry  about  sticker  shock  ever) 
they  pick  up  a  box  of  detergent,  i 
i-orporations  can  count  on  stable  or  ' 

prices  for  a  host  of  raw  mat' 
larts,  services,  and  labor— not  to 
ion  capital  costs,  which  are  al  ! 
lowest  levels  in  25  years. 

But  inflation  was  the  devil  we  k 
and   the  devil   that  companies 
■arned  to  live  with.  When  prices 
soaring,  hiking  revenues  and  rei 
!>rofits  was  as  simple  as  changing  ;i 
ig.  Pay  raises  were  easy,  too.  "' 
on  have  inflation,  it  covers  up  a  i' 
ins,"  says  Eugene  P.  Beard,  chiet 
'  lal  officer  at  Interpublic  Group  ot 
panies  Inc.,  the  advertising-agency 
ing  company. 

Disinflation,  by  contrast,  is  a 
sterner  taskmaster.  A  1%  drop  in 
will  slash  operating  profits  by  12.' • 
the  average  Standard  &  Poor's 
company,  assuming  that  costs  aii' 
ume  remain  the  same,  figures  Micha 
Marn,  a  consultant  at  McKinsey  & 
To  avoid  that  kind  of  devastatio 
growing  number  of  companies  know 
they  can  no  longer  let  their  internal 
cesses  determine  price.  Rather,  it's 
that  must  determine  process. 

In  the  traditional  approach  to 
ing,  a  company  comes  up  with  a  se 
l)rice  by  adding  up  its  costs,  factorir 
ovenams,  and  putting  an  acceptable 
it  margin  on  top.  These  days,  such 
driven  pricing  is  a  recipe  for  too- 
prices  and  a  nice  wide  opening  for 
er-cost  rivals. 

That's  why  some  companies  ar< 
versing  the  price  equation.  At  Ger 
Motors  Corp.'s  Cadillac  division,  foi 
ample,  marketers  begin  by  setting 
get  price  for  a  new  model.  "Then, 
say  your  profit  is  so  much,  and  you 
down  into  the  cost.  We  never  used  t 
it  that  ^vay,"  says  .Janet  Eckhoff,  C 
lac's  director  of  marketing  and  pro 
strategy.  "We're  backing  into  the  [p 
from  the  customer's  perspective 
Her  i)Oss,  GM  Chief  Executive 
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COVE 


Smith,  is  a  liig  l)eiiever  in  the  target- 
pricing  technique. 

This  seemingly  simple  shift  in  jjric- 
ing  philosophy  has  jn'ofound  implications 
for  product  development,  sourcing,  man- 
ufacturing, and  management.  For  exam- 
ple, target  pricing  won't  work  if  it  takes 
five  to  six  years  to  develop  and  pro- 
duce a  car:  Costs,  competition,  and  con- 
sumer demand  will  have  shifted  too 
much  in  half  a  decade.  To  set  a  realistic 
sales  price,  the  development  cycle  must 
be  three  years  or  less,  as  it  was  with 
the  Neon,  Chrysler  Corp.'s  new  $9,000 
suhcompact.  In  turn,  speeding  up  the 
development  cycle  requires  stitching  to- 
gether teams  from  engineering,  design, 
finance,  marketing,  and  production.  It 
means  empowering  workei's  and  using 
lean  manufacturing  techniciues.  It  means 
working  with  suppliers  to  deliver  quality 
parts.  Many  of  these  efforts  were  al- 
ready undei'  way  as  companies  strove  to 
improve  productivity,  fjuality,  and  cus- 
tomer responsiveness.  But  disinflation 
has  made  them  vastly  more  urgent. 
TEAM  EFFORT.  Compatj  is  a  case  in  point. 
After  heing  battered  for  several  years 
by  low-cost  personal-computer  rivals, 
Compa(i  struck  back  in  1992.  It  now 
builds  computers  that  cost  up  to  60% 
less  through  what  it  calls  "design  to 
price." 

Here's  how  it  works:  A  design  team 
comes  up  with  specifications  for  a  new 
computer.  It  sits  down  with  marketing, 
manufacturing,  customer  service,  pur- 
chasing, and  othei-  departments.  Based 


on  a  jirice  target  set  by  marketing  and  a 
profit-margin  goal  from  management, 
the  team  determines  what  the  costs  will 
have  to  be.  To  achieve  cost  targets,  en- 
gineers design  products  with  fewer 
parts,  and  reuse  parts  from  existing  de 
signs.  Compaq's  factories  have  been 
overhauled  to  crank  out  products  more 
cheaply.  And  supplier  contracts  have 
l)een  renegotiated,  cutting  material  costs 
by  $212  million  in  1992  and  $425  million 
this  year. 

The  first  products 
manufactured  under  the 
new  pricing  system,  the 
Pi"olinea  personal  comput- 
er and  the  Centura  note- 
book computer,  came  out 
in  less  than  eight  months. 
Since  the  third  ciuarter  of 
last  year,  Compaq's  sales 
volume  has  skyrocketed 
64%,  and  profits  have 
nearly  doul)led. 

Cincinnati  Milaci'on  Inc. 
is  another  manufacturer 
that  is  paying  i-enewed  attention  to  man- 
ufacturing during  the  design  process.  It 
now  builds  machine  tools  with  30%  to 
40%  fewer  parts.  On  the  new  Maxim 
500,  a  machining  center  it  introduced 
last  year  to  replace  its  T-10,  design 
streamlining  reduced  the  number  of  fas- 
teners from  2,542  to  709  and  cut  assem- 
l)ly  time  from  1,800  hours  to  700  hours. 
Altogether,  the  approach  cut  production 
costs  hy  36%— and  the  selling  price  for 
the  Maxim  500  is  the  same  as  it  was 


IS  THE  U.S.  THE 
MOST  PRICE- 
COMPETITIVE 
MARKET  IN  THE 
WORLD? 


for  the  machine  it  replaced.  Plus, 
Maxim  takes  up  60%  less  floor  sj. 
can  be  installed  and  started  up  in 
days  instead  of  two  weeks,  and  m 
much  more  rapid  changeovers,  w 
sharply  increases  productivity. 

Similar  tactics  paid  off  in  lower 
duction  costs  for  Milacron's  plasti' 
ject ion-molding  machines,  which 
typically  sell  at  7%  to  9%  below 
price.  "Five  years  ago,  we  couldn' 
profitable  with  that 
count],"  says  Mila 
CEO  Daniel  J.  Mt 
"Now,  we  can  not  onl 
profitable,  we're  gai 
market  share." 

Other  companies 
seeking  to  escape  pr 
pressure  by  embraci 
"value-added"  strate 
introducing  a  new  oi 
proved  product  that 
still  l)e  sold  at  a  pren 
'  price.  Intel  Corp.  ha 
Pentium  microchip, 
lette  Co.  has  its  Sensor  razor  sys 
and  Ck)odyear  Tire  &  Rubber  Co.  ha 
Aquatred,  an  all-season  radial  desij 
to  provide  better  traction  on  wet  ro 
The  Aquatred  costs  an  average  of 
about  10%  more  than  Goodyear's  p 
ous  top-of-the-line  mass-market  tire, 
the  company  has  sold  more  than  2 
lion  Aquatreds  since  its  introduction 
years  ago.  Goodyear  concentrate; 
speeding  new  products  to  market 
backing  them  with  strong  merchand 
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COVE 


What  you  really  want  is  the  goose. 


Once  upon  a  time,  you  could  set  a 
II  defined  goal,  direct  the  organi- 
:ion  towards  it  and  if  all  went  well, 
p!,  out  came  the  desired  result. 
But  in  this  unpredictable  era,  what 
ou  need  to  adjust  the  goal?  What 
ou  need  two  eggs?  Or  a  dozen? 

(  Anderben  Consulting  All  rights  reserved. 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


SIEMENS 


1895.  That  was  then 


Working  in  a  snnall  laboratory,  Wilheinn  Roentgen  nnade  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  it's  first  x-ray 
tubes  in  1896. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body 
more  clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment  in 
research  and  development.  Happily,  you  don't  have  to  be  a  scientist  to  appreciate 
the  results.  Doctors,  hospitals  and  clinics  throughout  America  are  giving  their 
patients  better  care  because  of  Siemens  advances  in  many  forms  of  diagnostic 
imaging,  including  ultrasound,  magnetic  resonance,  nuclear  imaging  and  comput- 
ed tomography.  And  that's  the  kind  of  result  we  can  all  feel  good  about. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93.  Box  8003M,  Trenton,  New  Jersey  08650 
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and  advertising  campaigns  ont-e  tliey 
get  there.  "If  you  can  have  a  richer  mix, 
that's  as  good  as  a  price  increase  on  the 
lower  end,"  says  Chief  Executive  Stanley 
C.  Gault. 

QUAUTY  GENERICS.  Hut  selling  value  may 
be  the  t(jughest  marketing  joli  around 
these  days.  For  one  thing,  the  (juality  of 
many  generic  products,  fi-om  diapers  to 
cigarettes  to  drugs,  has  dramatically  im- 
proved in  recent  years.  The  inroads  of 
generics  forced  Philip  Morris  Cos.,  for 
example,  to  slash  prices  on  its  flagship 


Marlboro  branfl  by  4(J<f  a  pack.  With 
l)rand  loyalty  on  the  wane,  it's  a  chal- 
lenge for  marketers  to  find  the  right 
price  gap  between  a  name  brand  and  a 
low-cost  rival.  "A  l)rand  will  carry  a  pre- 
mium, but  the  question  is,  how  much 
of  a  premium?"  says  George  J.  Bull, 
Grand  Metropolitan  PLC's  CE(J  for  food 
operations. 

Moreover,  consumers  now  expect  low 
prices  even  on  many  value-added  prod- 
ucts. Emerson  Electric  Co.,  an  $8.2  1)11- 
lion  instruments-and-electronics  maker. 


finds  it  increasingly  difficult  to  li 
prices  even  on  innovative  product  - " 
general,"  says  Emerson  CEO  Charl ; 
Knight,  "customers  see  little  reaso  i 
price  increases."  Emenson  and  mostjl 
er  manufacturers,  he  adds,  are  sh;rii 
whatever  cost  reductions  they  get  • 
their  customers,  putting  even  i 
downward  pressure  on  prices. 

That  has  some  companies  takiiiL 
tually  the  opposite  tack  from  prci 
jjricing:  They're  stripping  down,  sell 
prodvict  at  a  cheaper  price  by  ofli 


FOR  JAPANESE  COMPANIES,  A  DOUBLE  WHAMMY 


In  the  196()s,  Japanese  imports  were 
synonymous  Vv^ith  cheap.  Then,  in 
tile  1970s  and  1980s,  they  became 
known  for  fjuality.  Now  they're  get- 
ting a  new  label:  expensive. 

Even  as  most  American  companies 
struggle  to  hold  down  pr-ices,  Japanese 
companies  are  going  the  other  way 
and  dramatically  hiking  their  U.  S.  pric- 
es. From  cars  to  memory  chips,  the 
wholesale  price  of  Japanese-made 
goofls  has  jumped  7.3%  since  last  year 
(chart).  That's  far  faster  than  the  0.5% 
rise  in  average  U.  S.  wholesale  prices. 

But  executives  at  Japane.se  manu- 
facturers have  little  rea.son  to  crow. 
Forced  to  raise  prices  by  a  deadly  com- 
bination of  a  strong  yen  and  a  weak 
economy  at  home,  they  are  losing  mar- 
ket share  to  U.  S.  rivals.  That's  why 
many  Japanese  exporters  are  increas- 
ingly adopting  a  strategy  of  moving 
factories— and  jobs— out  of  Japan. 

In  the  short  rim,  Japanese  compa- 
nies are  raising  export  prices  to  keep 
profits  from  ci'ashing.  A  year  ago,  a 
dollar  in  U.  S.  sales  bought  125  yen. 
Now  it  only  brings  108  yen,  a  14%, 
drop  in  revenues. 

In  some  markets  where  there  are 
few  U.  S.  competitors,  Japanese  compa- 
nies have  been  able  to  raise  wholesale 
prices  with  relative  impunity.  In  consu- 
mer electronics,  price  hikes  by  such 
companies  as  Sony  Corp  have  been 
largely  absorbed  by  U.  S.  retailers. 
"We  were  certainly  not  able  to  raise 
our  prices  to  maintain  our  margins," 
says  Kurt  Larsen,  senior  l)uyer  at  Best 
Buy  Co.,  a  Minneapolis- 
based  consumer-electron- 
ics chain,  "and  I  didn't 
see  anyone  else  doing  it." 

But  most  Japanese  ex- 
porters are  finding  that 
big  price  increases  can 
hurt  them.  Take  Toyota 
Motor  Corp.,  which  in 
September     announced       ^(pi  15,2 


price  rises  averaging  3.9%  on  compar- 
able 1994  models.  Ford,  by  contrast, 
only  raised  its  average  list  price  by  a 
minuscule  0.2%.  That's  a  key  reason 
Ford's  sales  in  recent  months  are  up 
by  some  9%  over  the  previous  year, 
about  twice  Toyota's  increase. 

And  ironically,  when  Japanese  com- 


ample,  cut  its  exports  from  Japan 
26%,  while  increasing  production  in 
U.  S.  and  elsewhere  by  22%.  And  I 
da  Motor  Co.  recently  announced  1 
by  next  spring  all  Honda  Civics  sol 
the  U.  S.  will  be  m.ade  in  Ohio. 

Even  Japanese  makers  of  consu  t 
electronics  products  such  as  VCRs 
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ALL  U.S.  FINISHED  GOODS 


YEN  SQUEEZE  HOW  L 


panies  try  to  hold  the  line  on  prices, 
they're  open  to  antidumping  suits. 
Eastman  Kodak  Co.  recently  accused 
Fuji  Photo  Film  of  selling  imported 
photography  supplies  below  cost,  in 
part  because  Fuji  didn't  boost  U.  S. 
prices  when  the  yen  rose.  Kodak's 
complaint  will  be  investigated  by  the 
Commerce  Department, 
which  could  levy  heavy 
tariffs  on  Fuji. 
STATESIDE  RUSH.  With  the 
yen  stuck  at  current  lev- 
els, moving  production 
out  of  Japan  is  looking 
more  and  more  like  the 
right  strategy.  Over  the 
last  year,  Nissan,  for  ex- 
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camcorders  are  feeling  pressui'e  to  ;i 
production  out  of  Japan.  Already  tit: 
been  happening  in  the  color-TV  ini|s 
try:  As  Japanese  companies  haveb 
vested  heavily  in  U.  S.  and  Mexjai 
production  facilities,  few  color 
are  now  being  exported  from  Jatu 
to  the  U.  S. 

Japanese  companies  have  adafP' 
to  currency  shocks  before.  But  in  d 
flationary  times,  they  are  1m 
pressed  harder  than  ever.  If  their  |i( 
es  keep  going  up,  the  tag  "Madri 
Japan"  may  become  a  euphemism  0 
"Too  expensive  to  buy." 

By  Michcwl  J.  Mandel  in  New  )  i 
with  Neil  Gross  in  Tokyo,  Lois  7  ' 
rien  in  Chicago,  and  bureau  repot  l. 
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5.  It's  a  tactic  Southwest  Airlines  Co. 
exploited  to  become  the  most  profit- 
e  carrier  in  its  industry,  and  United 
lines  Inc.  may  emulate  it  by  setting 
a  new  low-cost  subsidiary  to  com- 
3  against  short-haul  rivals.  Says  Rob- 
L.  Crandall,  chief  executive  of  AMK 
•p.,  pai'ent  of  Amei-ican  Airlines  Inc.: 
e  market  is  telling  all  the  traditional 
ines  that  they  must  compete 
:  low-cost,  low-price  world." 
]ven  such  a  flashy  brand  mai'- 
er  as  Reebok  International 
.  is  stripping  down.  Its  besl- 
wn  sneaker  is  the  $135  Shaq 
aq,  named  after  Shaquille 
eal,  the  popular  center  for 
Orlando  Magic  basketball 
n.  But  sales  of  such  top-of- 
line  sport  shoes,  after  surging 
much  of  the  1980s,  have  been 
ang  sharply  industrywide.  So 
bok  plans  to  launch  four  dif- 
nt  versions  of  the  Shaq  At- 
next  year,  with  prices  ranging  from 
for  a  stripped -down  sneaker  to  $130 
a  gadget-laden  one.  It  expects  to 
most  of  its  shoes  in  the  $50  to  $80 
;e  in  1994-about  $10  to  $15  less  than 
year's  best-selling  range, 
nother  costly  tactic  that  some  com- 
es are  stripping  away  is  the  frenzied 
ite  and  discount  strategy  they  once 
id  on  to  lure  customers.  They're  us- 
the  savings  from  eliminating  such 
ly  promotional  gimmicks  to  pay  for 
■yday  low  prices.  Consumer  giant 
I  ;ter  &  Gamble  Co.,  for  example,  has 
led  its  promotional  spending  to  help 
for  10%  to  25%  price  cuts  on  sever- 
f  its  products,  including  Pampers 
Luvs  diapers.  Liquid  Tide 
rgent,  and  Folger's  coffee. 
I  TAB,  FAT  MARGINS.  And  on 
4,  Burger  King  Corp.  aban- 
d  coupons,  discounts,  and  di- 
mail  as  key  weapons  in  the 
food  wars.  Instead,  it's  us- 
'veryday  low  "value  pricing" 
'combo  meal"  bargains,  much 
McDonald's  Corp.  and  Taco 
before  it  (page  62). 

most  markets.  Burger  King 
itting  the  price  of  its  crois- 
•sandwich  breakfast  combo 
1.99  from  $2.47,  and  its 
pper  hambiu'ger  with  fi-ench 

and  a  drink  is  down  to 
)  from  $3.72.  The  savings 

getting  rid  of  promotions 
IS  that  the  new  strategy 
t  have  much  of  an  impact 
refit  margins  in  the  near 
,  and  higher  volumes  wi 
tually  show  up  in  better 
:ins,  says  Sidney  J.  Felten- 
,  Burger  King's  senior  vice 
-dent  for  marketing. 
'W  information  technologies 

Iso  helping  some  companies 

rORY 


price  better.  Data  bases  and  computer 
networks  allow  managements  to  move 
away  from  traditional  average-  pricing 
techniques.  Instead,  the  new  informa- 
tion technologies  let  companies  closely 
track  customer  preferences  and  finely 
target  prices,  says  McKinsey's  Marn. 
Similarly,  new  accounting  systems,  such 
as  activity-based  cost  accounting,  allow 


DISINILATION  SWEEPS  THE  INDUSTRIAL  WORLD 


CHANGE  IN  CONSUMER 
PRICE  INDEX 

  G-7  COUNTRIES'  
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managers  at  Hewlett-Packard,  General 
Electric,  and  Dana  to  quantify  in  depth 
the  costs  of  production  inefficiencies. 
And  having  a  better  handle  on  produc- 
tion costs  encourages  smarter  pricing. 

In  industries  such  as  health  care,  the 
pressure  of  disinflation  is  also  driving 
companies  into  mergers  and  alliances 
that  would  once  have  been  unthinkal)le. 
Consider  Merck  &  Co.'s  $6  billion  pur- 
chase of  Medco  Containment  Services 
Inc.,  the  country's  largest  drug  discount- 
er. Then  there's  Columbia  Healthcare 
Corp.'s  $5.7  billion  acquisition  of  HCA- 
Hospital  Corp.  of  America,  which  will 
create  the  nation's  lai'gest  hospital  chain. 
The  purchase  fits  with  Columbia's  push 
T 


to  add  volume  and  cut  costs  in  response 
to  price  pressures.  "Our  strategy  is  fo- 
cused on  believing  that  prices  will  come 
down,"  says  Columbia  CEO  Richard  L. 
Scott. 

Nevertheless,  considering  the  infla- 
tion experience  of  the  past  three  decades 
or  so,  does  it  make  sense  for  companies 
to  go  through  the  turmoil  of  adapting  to 
a  disinflationary  world?  It  cer- 
tainly seems  so,  especially  as 
price  wars  rack  industry  after 
industry,  from  airlines  to  cigar- 
ettes. "We've  found  the  U.  S.  to 
be  the  most  price-competitive 
market  in  the  world,"  says  David 
de  Pury,  co-chairman  of  the 
board  at  ABB  Asea  Brown 
Boveri  Inc.,  the  Swiss-Swedish 
maker  of  capital  equipment. 

The  pricing  pressures  are  glo- 
l)al,  though.  Japan  is  flirting  with 
deflation,  as  is  most  of  Europe. 
Worldwide,  overcapacity  plagues 
machine  tools,  chemicals,  consumer  elec- 
tronics, and  computers.  Zenith  Electron- 
ics Corp.  figures  its  prices  for  VCRS  and 
TVS  have  dropped  more  than  3%  a  year 
since  1984.  Its  lost  revenue  from  falling 
prices  tops  $2  billion  over  the  past  10 
years,  says  CEO  Jerry  K.  Pearlman. 

Continued  corporate  bloodletting  also 
means  that  disinflation  is  likely  to  be  a 
fact  of  life  for  some  time.  In  just  the 
past  few  weeks  alone,  Woolworth  Corp. 
said  it  plans  to  eliminate  13,000  jobs, 
four-  major  drug  companies  reported  a 
total  of  11,000  layoffs,  and  Anheuser- 
Busch  Cos.  announced  a  1,200  person 
cut.  Overall,  employment  is  about  3.5 
million  workers  below  what  the  job 
count  would  be  if  the  U.  S.  were 
in  a  typical  post-World  War  II 
recovery,  according  to  Stephen 
S.  Roach,  economist  at  Morgan 
Stanley  &  Co. 

Disinflation,  like  inflation  be- 
fore it,  is  taking  on  a  momen- 
tum of  its  own.  Pricing  pressure 
leads  to  more  restructurings,  and 
restructurings  lead  to  inore  disin- 
flation. Every  twist  in  pricing 
strategies  for  a  low-inflation 
world  ends  up  reinforcing  the 
disinflation  trend. 

Today,  prices  are  signaling 
companies  to  move  beyond  the 
slash-and-burn  strategies  of  cost- 
cutting  and  reinvent  their  organ- 
izations to  thrive  in  a  world  of 
low  inflation.  Low  everyday  pric- 
es—with vast  everyday  implica- 
tions—are here  to  stay. 

By  Christopher  Farrell  in  New 
York  and  Zachary  Schiller  in 
Cleveland,  with  Richard  A.  Melch- 
er  in  Chicago,  Geoffrey  Smith  in 
Boston,  Peter  Burrows  in  D(dlas, 
Kathleen  Kerwin  in  Detroit,  and 
bureau  reports 
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TRAVELS  WITH 
CHARLIE  BAZARIAN 

The  con  man  gulled  even  his  prosecutor.  Now,  he's  on  the  lam 


o  one  ever  accused  Oklahoma 
City  Federal  Judge  David  L. 
Russell  of  being  a  soft  touch. 
But  having  a  daughter  himself,  his  heart 
went  out  to  another  father,  Charles  J. 
Bazarian— the  convicted  swindler  of  sav- 
ings and  loan  associations  and  of  the 
Housing  &  Urban  Development  Dept. 
Bazarian  said  his  sole  wish  was  to  at- 
tend his  only  daughter's  wedding  be- 
fore heading  back  to  prison,  perhaps  for 
good. 

So  on  Aug.  31,  after  revoking  Bazari- 
an's  probation  for  a  laundry  list  of  viola- 
tions. Judge  Russell  set  aside  prosecu- 
tor's objections  and  granted  the  stocky, 
charismatic  con  artist  a  24-hour  furlough. 

It  was  a  ruling  he  would  live  to  re- 
gret. Although  Bazarian,  54,  made  it  to 
Christina's  Sept.  4  wedding,  he  never 
made  it  back  to  jail. 

Two  months  later,  Bazarian's  trail  re- 
mains just  as  cold  as  it  was  the  morning 
after.  But  if  Bazarian  is  gone,  he  is  far 
from  forgotten.  In  addition  to  a  15-year 
criminal  legacy  that  has  cost  taxpayers 
and  investors  hundreds  of  millions,  he 
leaves  behind  numerous  unanswered 
questions  about  his  relationships  with 
some  of  the  same  federal  law-enforce- 
ment officials  who  investigated  and  pros- 
ecuted him.  Incredibly,  court  documents 
show,  he  even  talked  an  assistant  U.  S. 
attorney  who  put  him  in  prison  into  in- 
vesting in  an  alleged  stock-manipulation 
scheme.  And  an  P"BI  agent  once  assigned 
to  his  case,  it  turns  out,  sought  Bazari- 
an's help  with  a  friend's  business. 
BEST-LIKED  llST?  Some  of  the  jieople  clos- 
est to  the  silver-tongued  Bazarian— a 
man  who  lived  to  deal— say  he  will  not 
l)e  easy  to  find.  Dan  L.  Vogel,  an  FBI 
spokesman  in  Oklahoma  City,  says  with 
a  tinge  of  admiration:  "He's  the  consum- 
mate con  man,  one  of  the  best  in  the 
country.  He  has  contacts  all 
over  the  world.  He  could  be 
anywhere." 

For  all  his  notoriety  as  a 
scamster,  Bazarian  has  not 
yet  made  it  to  the  FBI's  list 
of  the  10  Most  Wanted  or  the 
U.S.  Marshal's  Top  15.  But 


judging   from  interviews  with 
sources  who  knew  him  well,  he 
surely  belongs— if  there  were  such 
a  list— among  the  Justice  Dept.'s 
10  Best  Liked.  Indeed,  his  uncanny 
ability  to  earn  the  trust  and 
friendship  of  nearly  everyone  he 
meets— including  law-enforcement  offi- 
cials—has been  his  hallmark  ever  since 
he  arrived  in  Oklahoma  City  25  years 
ago.  Says  his  29-year- 
old  son,  Harry,  who 
was  also  named  as  a 
defendant  in  a  pending 
Oklahoma  Securities 
Dept.  stock-manipula- 
tion suit:  "He  had  an 
eighth-grade  education, 
but  he  was  brilliant.  He 
would  never  talk  down 
to  a  person."  Adds  a 
Justice  Dept.  official: 
"Charlie  said  to  me, 
'You'll  like  me  in  15 
minutes.'  He  was  right. 
He  could  walk  up  to 
anybody  on  the  street 
and  know  what  button  to  push." 

On  the  surface,  Charlie's  life  is  some- 
thing of  a  misbegotten  Horatio  Alger 
story.  The  son  of  an  Armenian 
fruit-and-vegetable  peddler  who 
emigi'ated  to  the  U.  S.,  Charlie  Ba- 
zarian was  bom  and  raised  in  Dan- 
bury,  Conn.  In  1968,  he  moved  his 
wife  and  young  family  to  Oklaho- 
ma City,  and  by  the  early  1970s 
was  selling  insurance.  But  he  soon 
started  getting  into  trouble.  In 
1978,  he  pleaded  no  contest  to 
mail-fraud  charges  involving  the 
sale  of  insurance  and  he  was 
given  a  suspended  four-year  prison 
sentence. 

Bazarian  resurfaced  in  the  mid- 1980: 


BAZARIAN'S 
BIZARRE 
BACKGROUND 


EARLY  1970s  After 
working  as  a  short-order 
cook  in  Oklahoma  City,  Ba- 
zarian becomes  an  insur- 
ance salesman. 
1978  Convicted  on  fraud 


charges  in  connection  with', 
the  sale  of  mail-order  in- 
surance. Gets'a  four-year 
suspended  sentence. 
1979  Begins  buying  HUD 
low-income  properties. 


1984  Using  CD 
Corp.,  starts  acqi 
major  positions  if 
half  a  dozen  thril 
1986  Indicted  o 
charges  in  conne 
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!  head  of  an  Oklahoma  City  financial 
npire,  CB  Financial  Corp.,  which  in- 
jsted  in  several  S&L's  in  the  Sunbelt, 
arrowing  liberally  from  banks,  he  be- 
ime  one  of  the  largest  operators  of 
w-income-honsing  [projects  backed  by 
HUD  mortgages. 
Bazarian's  life- 
style was  lav- 
ish. With  a  net 
worth  said  to 
be  $32  million, 
he  ai-(|uir<'(l  a 


23,00()-s(iuare-foot  house  in  Oklahoma 
City  with  an  indoor  swimming  pool. 

By  1986,  however,  a  host  of  law-en- 
forcement agencies  began  closing  in.  In 
1987,  he  was  forced  into  bankruptcy  and 
in  1989  landed  in  jail.  Meanwhile,  he 
pleaded  no  contest  to  Securities  &  Ex- 
change Commission  charges  of  penny- 
stock  fraud.  And  Justice  Dept.  prosecu- 
tors charged  him  with  skimming  off 
money  from  hud  properties.  The  banks 
and  thrifts  that  Bazarian  had  used  as 
his  pci-sonal  piggy  bank  started  failing. 

He  pleaded  guilty  to  defraud- 
ing American  Diversified  Sav- 
ings Bank  in  Costa  Mesa,  Cal- 
if., and  was  sentenced  to  five 
years  in  prison.  That  punish- 
ment was  made  concurrent 
with  a  two-year  sentence  he 
was  already  serving  in  Florida 
for  his  role  in  the  1987  col- 
lapse of  a  small  Orlando  in- 
stitution, Florida  Center-  Bank. 

But  his  high  living  didn't 
completely  end  there.  In  part 
because  of  his  role  as  a  coop- 
erating witness  on  some  FBI  fraud 
probes,  Bazarian  was  transferred  to  the 
El  Reno  Federal  Correctional  Institute  in 
he  lived  in  a  relative- 
ly comfortable  mini- 
mum-security com- 
pound   outside  the 
prison  walls.  He  came 
and  went  with  little 
scrutiny.  FBI  agents 
brought  him  bowls  of 
spaghetti  and  buckets 
of  fried  chicken.  A 
gourmet   chef  who 
loved  Italian  food,  Ba- 
zarian often  cooked 
for  fellow  inmates. 
Says  his  son  Harry: 
"It  was  like  one  big 

party  out  there." 

In  return  for  helping  prosecutors, 
Bazarian's  sentence  was  reduced  and  in 
1992  he  was  released  from  prison.  Al- 
though on  probation,  he  was  not  exactly 
repentant.  He  started  soliciting  inves- 
tors for  Remington  Financial  Group,  a 
public  real  estate  company.  According 
to  court  records,  Bazarian  manipulated 
Remington  stock.  "He  had  good  inten- 
tions," says  Harry.  "He  never  hurt  any- 
liody.  He  wasn't  a  rapist  or  drug  dealer. 
He  used  pump-and-dump  tactics.  That's 
a  white-collar  crime.  Heck,  everybody 
does  it." 

Bazarian  enticed  even  Assistant  U.  S. 


Attorney  Robert  E.  Mydans,  who  had 
successfully  prosecuted  him  on  S&L  and 
HUD  charges,  into  making  a  now-worth- 
less $6,000  investment.  Says  Mydans, 
currently  with  the  U.  S.  Attorney's  office 
in  Denver:  "The  bottom  line  is  that  I  in- 
vested money  in  good  faith  and  lost  my 
money.  I  feel  I  was  a  victim  as  well." 

Other  Justice  Dept.  officials  were  also 
interested  in  doing  business  with  Char- 
lie. Court  records  show  that  Edward  J. 
Herbst,  an  FBI  special  agent,  who  at  one 
time  was  on  Bazarian's  case,  sought  to 
pair  Bazarian  up  with  a  business  associ- 
ate who  bought  bankruptcy  paper  at 
auction.  The  records  don't  indicate  if 
any  transactions  were  actually  complet- 
ed. Agent  Herbst  and  the  FBI  declined  to 
comment  on  the  court  transcripts.  "He 
was  close  to  the  FBI,"  says  Harry  Bazar- 
ian. "They  were  good  to  him,  and  he 
was  good  to  them.  They  would  all  come 
by  for  lunch  and  dinner." 
NOT  AMUSED.  Other  federal  prosecutors 
were  less  friendly.  By  last  August,  just 
before  the  wedding,  the  law  was  closing 
in  again.  In  hearings  before  Judge  Rus- 
sell, Assistant  U.  S.  Attorney  Robert  G. 
McCampbell  said  he  wanted  Bazarian 
back  behind  bars  for  three  years  for  his 
more  recent  activities.  The  judge  agi-eed 
but  caved  in  to  the  plea  for  the  24-hour 
pass,  a  humanitarian  gesture  that 
seemed  reaonable  to  many  courthouse 
observers.  Yet  it  was  also  clear  to  his 
family  and  friends  that  Bazarian  was 
not  looking  forward  to  returning  to  jail. 
Besides  the  three  years  on  the  earlier 
charges,  he  faced  another  possil)le  20 
years  if  convicted  on  a  money-laundering 
indictment  said  to  be  in  the  works. 

At  the  wedding,  Bazarian,  wearing  a 
tuxedo,  posed  for  pictures  and  greeted 
guests.  A  few  guests  were  perplexed 
that  a  convicted  felon  on  a  24-hour  pass 
was  not  chaperoned  by  federal  marshals. 
"I  thought  it  was  bizarre,"  says  Harry. 
After  tears,  kisses,  and  promises  by 
family  and  friends  of  jailhouse  visits, 
Bazarian  left  the  reception.  And  that 
was  the  last  anyone  has  seen  of  Charlie. 

Federal  agents  apparently  suspect  the 
family  may  have  been  in  on  the  escape: 
They  have  bugged  the  Bazarians'  cur- 
rent, less  prepossessing  house.  On  Labor 
Day,  Bazarian's  wife,  a  medical  student, 
invited  over  some  classmates,  one  of 
whom  brought  along  a  rambunctious  col- 
lie—also named  Charlie.  At  one  point, 
the  classmate  shouted  to  the  dog:  "Get 
over  here,  Charlie."  Within  10  minutes, 
federal  marshals,  FBI  agents,  and  the 
U.  S.  attorney  arrived  at  the 
house— guns  at  the  ready. 
The  feds  were  not  amused. 

Indeed,  the  whole  episode 
is  no  laughing  matter.  "It's  a 
major  embarrassment,"  con- 
cedes a  Justice  official.  The 
search  for  Bazarian,  say  gov- 


Ire  of  Florida  Cen- 
I.  Is  later  found  . 


^i'egins  serving  a 
r  sentence  in  Flori- 
liank  fraud. 


1990  Pleads  no  contest 
to  a  charge  of  SEC  penny- 
stock  fraud.  Sentenced  to 
five  years  in  Oklahoma 
prison  for  defrauding  a 
California  bank. 


1992  The  Oklphoma  Se- 
curities Dept.  launches  an 
investigation  into  an  al- 
leged scheme  involving 
stock  fraud  . 

SEPT.  4,  1993  Obtains 


a  24-hour  pass  to  attend 
his  daughter's  v\^edding  at 
an  Oklahoma  City  country 
club.  Disappears  during 
reception. 
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ernment  sources,  is  worldwide.  Other 
sources  say  that  the  U.  S.  Marshal's  of- 
fice, which  is  charged  with  chasing  down 
fugitives,  is  butting  heads  with  the  FBI 
over  the  case,  even  though  both  agen- 
cies are  part  of  the  Justice  Dept.  Mar- 
shals are  said  to  be  furious  over  Bazari- 
an's  apparent  friendships  with  FBI 
agents,  who  they  feel  lack  enthusiasm 
for  the  search.  "If  any  of  these  suspi- 
cions prove  true  about  the  relationships 
between  Charlie  [and  FBI  agents],  things 


are  going  to  explode,"  says  a  law  en- 
forcement official.  Bazarian  lawyer 
Robert  A.  Manchester  adds  that  it  ap- 
pears that  "the  government  agencies  in- 
volved are  not  cooperating  with  each 
other."  Spearheading  the  search  at  the 
Marshal's  office  is  veteran  sleuth  Phillip 
E.  Lakey.  Oklahoma  City  Agent-in- 
Charge  James  Weber  is  overseeing  the 
case  for  the  FBI. 

All  this  has  caused  some  people  with 
a  stake  in  the  case,  including  Bazarian's 


wife,  to  speculate  that  her  husband 
still  be  in  the  U.  S.— and  in  the  cus 
of  the  FBI.  She  thinks  the  FBI  "pro! 
has  a  deal  with  them."  Retorts  A 
Vogel:  "The  FBI  has  no  motive  t(i 
Mr.  Bazarian  and  would  like  him  \ku 
custody." 

Whatever  the  case,  Charlie,  so  f; 
least,  seems  to  have  pulled  off  his  i 
audacious  caper  yet. 

By  Phillip  L.  Ziveig  in  New  York. 
Tim  Smart  in  Hartford 


BANKING  I 


THE  FEDS  MAY  HAVE  BOLTED 
THE  DOOR  TOO  QUICKLY 


Not-so-sick  First  City  is  suing  the  FDIC  for  closing  it  unnecessarily 


When  Philip  Gottlieb  bought 
7,500  shares  of  preferred 
stock  in  First  City  Bank  Cor- 
poration of  Texas  Inc.  at  about  $2.50 
each  last  October,  he  thought  he  was 
buying  into  a  fairly  typical  turnaround 
situation.  After  all,  the  Houston  bank's 
bondholders  had  just  agreed  to  a  recap- 
italization plan  that  looked  promising. 
But  Gottlieb,  who  heads  up  a  small  lim- 
ited partnership  called  the  Law 
rence  Fund,  was  in  for  a  pleas- 
ant surprise:  Even  though 
the  bank  was  clo.sed 
by  regulators  and  the 
preferred  shares  fell 
to  l<t  a  share  in  late 
December,  the  stock 
has  since  rocketed  to 
$38.50.  Gottlieb  real- 
ized a  profit  of  nearly 
$88,000  when  he  sold 
a  third  of  his  shares 
two  weeks  ago,  and 
he's  sitting  on  unreal- 
ized gains  of  about 
$177,000-all  for  an 
investment  of  just 
$19,243. 

What's  more,  sev-  , 
eral  traders  and  ana- 
lysts believe  even 
higher  prices  for  the 
shares  are  possible  Ije- 
fore  the  year  is  out.  The  reason:  First 
City  is  suing  the  Federal  Deposit  Insu- 
rance Corp.  and  its  other  regulators. 
Among  other  things,  the  bank  is  charg- 
ing that  regulators  closed  First  City's 
bank  units  while  the  franchise  still  had 
real  value— and  shortly  before  First  City 
was  to  present  a  recapitalization  plan 
to  its  shareholders.  First  City  President 
and  Chief  Operating  Officer  Robert  W. 


Brown  says  his  company  would  have 
been  worth  $1  billion  if  it  had  been  al- 
lowed to  remain  in  business,  and  First 
City  is  suing  to  recover  that  amount  in 
damages,  as  well  as  punitive  damages  of 
$2  billion. 

It's  highly  unlikely  that  First  City 
will  get  everything  it's  demanding  in  its 
suit.  But  on  Oct.  8,  just  two  weeks  after 
First  City  filed  suit,  the  bank  and 
the  government  an- 
nounced they  would 
hold  talks  over  the 
next  60  days.  Some 
investors  believe 
the  mere  fact  that 
the  FDIC  and  First 
City  went  into  settle- 
ment talks  so  quickly 
means  the  agency  will 
likely  agree  to  a  hefty 
settlement  rather  than 
go  through  a  jury  trial 
in  First  City's  home 
state,  and  they  think 
that  a  deal  is  possible 
by  early  December. 
The  FDlc's  director  of 
resolutions,  Harrison 
Young,  says  he  can't 
comment  on  the  agen- 
cy's discussions  with 
First  City. 

A  big  settlement 
could  mean  the  bank's  bondholders,  pre- 
ferred stock  owners,  and  even  common 
shareholders  are  in  for  still  more  gains. 
In  the  wake  of  its  earlier  recapitaliza- 
tion. First  City  found  itself  with  much 
less  debt  than  most  banks,  so  any  settle- 
ment would  cover  its  bond  obligations 
relatively  easily.  That's  good  news  for 
equity  investors:  The  preferred  stock 
Gottlieb  owns,  for  example,  has  a  par 


value  of  $50  and  accrued  dividend 
$15  per  share.  The  senior  prefeu 
stock,  which  is  trading  near  its  par  ; 
ue  of  $100,  has  accrued  dividend 
nearly  $40  per  share. 

First  City  has  had  difficulties  < 
years,  having  been  recapitalized  in 
with  $970  million  in  Federal  assist; 
and  a  smaller  amount  of  private  in\ 
ment.  By  1992,  though.  First  City  w; 
trouble  again.  State  and  federal  In 
regulators  moved  in  and  closed 
City's  bank  units  on  the  last  Frida  i 
October,  arguing  that  an  early  n  ^ 
would  stop  losses  fi'om  gi'owing  and 
government's  resolution  costs  from  a, 
looning.  At  the  time,  the  FDIC  boarce.' 
timated  that  the  closing  would  costh 
government  $500  million. 
TRIGGER-HAPPY?  Less  than  six  mo:;h 
later,  however,  the  government  rev;e 
its  estimate.  After  it  received  bidsfr^ 
First  City  assets  from  Chemical  Ir 
and  others,  the  FDIC  announced  th( 
ernment  would  net  a  surplus  of  $(>( ) 
lion.  "I  was  astonished  by  how  g()< 
deal  we'd  gotten,"  says  the  FDlc's  Yo 
"By  offering  the  [First  City]  banks 
arately,  we  got  better  premiums." 

First  City  alleges  that  the  surplus  5 
lot  higher  than  $60  million— more  k 
$400  million  to  $500  million,  accordin  ■ 
First  City's  Brown.  "It  looks  like  t 
was  a  major  error  of  judgment  on 
part  of  the  FDIC  and  the  other  re. 
tors,"  says  William  L.  Eddleman  Ji 
analyst  at  Harris  Securities  Im 
thinks  the  FDIC  could  .settle  for  n. 
$400  million,  which  would  be  mori' 
enough  to  cover  the  full  value  of  b 
City's  preferred  stock. 

A   payment   anywhere  near 
amount  could  be  deeply  embarr;i:- 
to  the  FDIC.  It  could  suggest  that 
bank  regulators  were  trigger-happ\ 

Plenty  of  things  could  still  go  v 
for  investors.  The  FDIC  could  refu- 
make  a  large  settlement  payment  i 
one  thing.  First  City's  estimates  of  \' 
could  also  be  too  high.  But  optin 
among  the  crowd  that  is  following 
First  City  saga  predict  that  insteii 
red  ink,  the  FDIC  will  wind  up  wii 
very  red  face. 

By  Kelley  Holland  in  New 
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JRANCEI 


I  PRUDENTIAL  PLAYING 
lARDBALL? 


iposing  lawyers  say  it  is  unfairly  fighting  investor  claims 


I  or  the  public  record,  at  least,  Pru- 
I  dential  Securities  Inc.  seems  ready 

to  eat  crow.  On  Oct.  21,  the  na- 
I's  fourth-largest  brokerage  settled 
urities  &  Exchange  Commission 
rges  that  it  defrauded  some  of  the 
,000  investors  who  bought  $8  billion 
imited  partnerships.  Pru  neither  ad- 
ted  nor  denied  the  allegations  but 
;ed  to  set  up  a  fund 
it  least  $330  million 
•eimburse  customers, 
ef  Executive  Officer 
dwick  Simmons  took 

full-page  newspaper 

proclaiming  that  Pru- 
tial  Securities  would 
id  by  investors  and 

claims  would  be  set- 
in  an  "expeditious 

ner."  The  ad  conceded 

"certain  limited  part- 
;hips  were  sold  by  our 
1  to  some  clients  that 

ed  adequate  information 

vere  not  suitable.  That 

wrong." 

1  private,  however,  op 
fig  lawyers  say  Pi'udential 
lowing  a  different  face.  In  \ 
idential  arbitration  hear-  ' 
dealing  with  the  same  lim- 
partnerships,  the  firm  has  been  us- 
what  opposing  lawyers  claim  are 
Iball  tactics  to  challenge  investor 
IS.  In  one  case  in  Dallas,  according 
ocuments,  Pru's  attorneys  argued 
the  arbitration  panel  should  not  be 
red  to  read  the  SEC  findings.  And  in 
her  Dallas  case,  just  days  after  the 
settlement,  a  source  claims  a  Pru 
er  even  dismissed  the  SEC's  find- 
■of  wrongdoing.  "They're  thumbing 
•  nose  at  the  sec,"  says  Douglas 
ilz,  a  Dallas  financial  adviser  and 
rt  witness  for  claimants. 
msONERS.  Of  course,  no  one  ex- 
5.  Pru  Securities  simply  to  dole  out 
5y  to  any  Tom,  Dick,  or  Harry  with 
lim.  If  Pru  caved  in  on  every  in- 
)r's  demand  for  compensation,  its 
iities  would  swell  far  beyond  the 

million  floor.  Yet  if  Pru  Securities 
es  the  same  tactics  in  dealing  with 
settlement  claims  that  it  has 

in  earlier  arbitration  hearings,  in- 
)rs  could  still  face  drawn-out,  acri- 
'ious  battles.  Investors  have  the 


choice  of  signing  on  to  the  SEC-spon- 
sored  arbitration  process  or  pursuing 
claims  in  court  or  private  arbitrations. 

Pru  Securities,  though,  may  find  it 
harder  to  get  tough  with  investors  in 
the  SEC  settlement  process.  The  firm 
doesn't  want  to  undermine  its  public- 
relations  efforts  to  repair  its  reputation. 
And  the 


pnjdential  securities  # 


y^K  not  SUV 


Sincerdy- 


settlement  pro- 
ceedings must  be  made 
public,  unlike  the  in- 
tensely secret  private 
arbitration  process.  Most 
important,  the  firm 
might  risk  angering  Ir- 
ving M.  Pollack,  the  re- 
tired SEC  veteran  in 
charge  of  doling  out  the 
$330  million  pot.  "The 
only  way  this  is  going 
to  succeed  is  if  Pruden- 
tial understands  that  it 
must  process  claims  ex- 
peditiously and  fairly," 
Pollack  says. 

Pru's  allegedly  tough 


is  Th»«« 


IS  PRU  CONTRITE? 

Prudential  Securities  said 
in  full-page  newspaper 
ads  that  certain  limited- 
partnership  sales  practices, 
which  the  SEC  alleged 
were  fraudulent,  were 
"wrong."  But  in  closed  ar- 
bitration hearings,  oppos- 
ing lawyers  say.  Prudential 
has  taken  a  different  tack. 
According  to  one  source, 
an  attorney  for  Prudential 
said  the  SEC  charges  were 
unproven. 


stance  has  been  on  dis- 
play as  recently  as  last  month  in  a  Dal- 
las arbitration  case  brought  by  Theo- 
dore Rains.  In  1989,  Rains  bought  $12 
million  of  partnership  interests  fi-om  a 
former  Pru  broker,  J.  Fi'ederic  Storaska, 
who  sources  say  was  cited,  without  be- 
ing identified,  as  a  culprit  in  the  SEC 
order.  Rains  is  seeking  $3  million  in  lost 
principal  and  interest.  Storaska's  attor- 


ney says  his  client  did  none  of  the  things 
suggested  in  the  SEC  order. 

Samuel  A.  Keesal,  Pru's  main  outside 
attorney,  is  defending  Storaska  in  the 
Rains  arbitration.  Keesal,  also  attorney 
for  former  Pru  Securities  CEO  George 
L.  Ball,  says  he  argued  in  a  closed-door 
hearing  on  Oct.  25  that  "the  claims 
against  Mr.  Storaska  include  transac- 
tions where  no  money  was  lost,  or  even 
transactions  where  profits  were  made." 

More  significant,  one  source  says  Kee- 
sal argued  that  the  SEC  settlement  is 
meaningless  and  objected  to  Rains's  at- 
torney's attempt  to  get  the  SEC  findings 
admitted  as  evidence.  According  to  ex- 
pert witness  Schulz,  Keesal  said  the  SEC 
order  is  filled  with  nothing  more  than 
unfounded,  unproven  accusations  of 
plaintiffs'  attorneys.  Keesal  declined  to 
comment.  A  Pru  Securities 
spokesman  denied  that  Keesal 
argued  against  the  SEC  settle- 
ment. "We're  not  disputing  the 
SEC  settlement  in  general." 
"BIG  PR  CAMPAIGN."  Even 
dealing  with  investors  who 
file  small  claims  with  the 
National  Association  of  Se- 
curities Dealers,  Pruden- 
tial has  proved  very  com- 
bative, say  opposing 
lawyers.  The  firm  rou- 
tinely tries  to  cjuash  re- 
quests for  discovery,  delays 
proceedings  with  time-con- 
suming motions,  and  has  used 
as  many  as  eight  expert  wit- 
nesses on  one  case  to  dis- 
pute claims.  "They've  been 
doing  this  big  PR  cam- 
paign. But  in  closed-door 
proceedings,  they  are 
fighting  investors  tooth 
and  nail,"  says  Seth  E. 
Lipner,  a  Long  Island 
(N.Y.)  attorney  who  rep- 
resents more  than  50 
Pru  investors.  Says  Pru: 
"It  is  simply  not  true.  In 
the  last  2'/2  years,  we 
paid  $270  million  in 
claims  and  dealt  [with 
cases]  as  quickly  and 
effectively  as  possible 
for  the  firm  and  the 
investor." 

Regulators  may  not 
be  pleased.  Says  Idaho 
Securities  Commissioner 
Wayne  Klein,  who  head- 
ed a  task  force  of  state  regulators  that 
assisted  the  SEC's  investigation:  "If  Pru- 
dential takes  that  attitude,  I'd  be  an- 
gry and  disappointed."  Many  of  the  thou- 
sands of  investors  filing  claims  under 
the  recent  sec  settlement  could  feel  the 
same  way. 

By  Michael  Schroeder  in  Washington, 
u'ith  Leah  Nathans  Spiro  in  New  York 


BUSINESSWEEK/NOVEMBER  15,  1993  159 


inance 


STUDENT  LOANS  I 


What's  to  become  of  Sallie  Mae, 
that  Washington  lass  with  ex- 
travagant tastes,  now  that 
her  Uncle  Sam  may  disinherit  her? 

Investors  seem  to  see  a  dim  future 
for  Sallie,  as  the  Student  Loan  Market- 
ing Assn.  is  known.  That's  because,  at 
the  urging  of  the  Clinton  Administra- 
tion, Congress  this  year  decided  that  by 
1998  the  government  should  make  at 
least  60%  of  all  student  loans  directly.  So 
Sallie,  which  doesn't  make  loans  itself 
but  buys  them  from  the  Itanks  that  do, 
is  destined  to  lose  more  than  half  its 
pcjtential  market— and  could  lose  the  en- 
tire market  if  the  government  eventual- 
ly takes  over  all  college  lending. 
BRIGHT  SPOTS.  Not  surprisingly,  investors 
have  pretty  much  given  up  on  Sallie 
Mae.  They  have  pounded  the  stock  from 
75  a  year  ago  to  about  44  today,  just 
above  what  analysts  think  the  company 
could  fetch  in  a  liquidation. 

But  Sallie  Mae's  future  may  not  real- 
ly be  so  bleak.  For  starters,  though 
there'll  be  fewer  loans,  what  there  are 
can  be  larger.  A  law  enacted  in  1992 
broadened  eligibility  and  raised  the 
undergrad  loan  limit  by  33%,  to  $23,000. 
Some  analysts  believe  that  will  enalile 
Sallie  Mae  to  buy  more  loans  in  the 


next  few  years  than  it  has  in  the  past— 
especially  if  the  government  can't  ex- 
pand its  lending  as  quickly  as  anticipat- 
ed. And  if  many  banks  exit  the 
program— as  expected— and  sell  off  their 
portfolios,  Sallie  could  boost  its  39%  mar- 
ket share  even  further. 

What's  more,  the  company  believes 
it  can  find  other  niches  where  it  can 
leverage  its  highly  regarded  back-office 
and  financial  expertise.  Still,  expanding 
beyond  student  loans  would  require  an 
act  of  Congress.  Lawrence  A.  Hough, 
Sallie  Mae's  chief  executive,  is  upbeat 
about  the  company's  prospects.  "I'm  con- 
fident we  will  come  out  in  good  shape," 
he  says  in  an  interview  in  Sallie  Mae's 
art-laden  headquarters  in  Georgetown. 

Those  who  follow  Sallie  Mae  closely 
are  starting  to  agree.  Af- 
ter slashing  Sallie's  1994 
earnings  estimate  as  low 
as  $4.40  per  share,  many 
Wall  Street  analysts  are 
raising  their  estimates 
for  next  year  to  more 
than  $5.60,  even  though 
Congress  slapped  Sallie 
with  a  0.3%  fee  on  all 
new  loans  purchased. 
Bear,  Stearns  &  Co.  ana- 
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lyst  David  Hochstim  believes  the  cih 
ny  can  boost  its  earnings  at  lea  si  j 
for  each  of  the  next  five  years.  " 
analysts  start  putting  together  19;  t" 
mates,  this  stock  will  go  into  th( 
predicts  Montgomery  Securities  ai 
Richard  Fredericks. 

But  that's  a  far  cry  from  75.  < 
say  that  downdraft  could  havi 
avoided  if  Sallie  had  shown  more  ;<. 
cal  savvy.  Like  other  governmeni 
sored  enterprises,  such  as  the  ]  < 
National  Mortgage  Assn.  (Fannie 
Sallie  has  paid  out  lavish  salaries  > 
top  executives.  Hough  raked  in 
lion  in  1991,  for  example.  But  whili 
nie  Mae  mollified  lawmakers  by  dc 
ing  innovative  lending  programs  f( 
poor,  Sallie  Mae  made  little  eff( ; 
gain  political  goodwill.  Instead,  it  Iw 
back  some  34  million  shares— or  '.< 
since  1986  and  paid  down  debt.  M 
matters  worse,  bankers  resented 
Mae's  penchant  for  cherry-pickin 
choicest  loans,  leaving  the  dregs  o  , 
books  of  the  banks. 

Hough  believes  Sallie,  with  it  ' 
l)illion  in  assets,  has  gotten  a  bur  ; 
because  of  its  own  success.  "It'si; 
to  be  loved  when  you're  as  big  aiK'^ 
cessful  as  we  are,"  he  says.  He  ci 
that  his  hefty  1991  pay  compensa 
a  flawed  incentive  plan  adopted  i 
mid-1980s.  While  Sallie's  earning 
expected  to  rise  again  this  year,  Ui 
expects  his  pay  to  stay  about  thep 
as  it  was  in  1992,  $1.2  million. 
TOPS  IN  THE  OFFICE.  Hough  is  f«ir. 
for  more  profitable  areas.  He  sa\ 
willing  to  consider  any  markr 
would  exploit  Sallie's  back-office 
ess,  be  it  credit-card  process  n 
health-care  administration.  In  tli. 
three  years,  Sallie  plans  to  in\  < 
million  in  a  document-imaging 
that  will  enable  Sallie  to  track  u 
milHon  pieces  of  mail  it  gets  annii!' 

Hough  thinks  Sallie's  best  opi 
nities  may  lie  with  customers  it  -i 
knows  well— colleges.  With  manj' 
under  pressure  to  cut  their  bloat  cu 
head.  Hough  believes  Sallie  can  \> 
back-office  support  for  payroll, 
sions,  and  financial  aid.  And  he 
chance  to  use  the  company's  fin 
skills  to  provide  specialized  inves 
banking  services,  si 
helping  colleges  fi 
new  construction. 

But  Wall  Street 
oblivious  to  Sallie 
potential  for  grow 
Sallie  can  start  w; 
friends  where  it  co 
on  Capitol  Hill— inv 
are  sure  to  benefit. 
By  Dean  Fou. 
Washington 


Capital  Raising 


Over  $96  billion 
in  new  capital  raised  for 
clients  worldwide  in  the 
first  9  months  of  1993* 


ource:  Securities  Data  Company       ■'  '. 
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BY  GENE  G.  MARCIAL 


THREE  SPIN-OFFS 
MAY  GIVE  WILSHIRE 
A  TRIPLE  CROWN 


What  do  you  do  for  an  encore 
if  your  company's  stock  has 
more  than  doubled  in  just 
eight  months  amid  an  impressive  turn 
in  earnings  momentum?  Well,  Michael 
Crow,  chairman  and  CEO  of  Wilshire 
Technologies,  a  medical-products  mak- 
er, thinks  that  the  answer  is  to  re- 
structure his  company  into  three  units 
and  then  spin  off  parts  of  each.  Crow 
intends  to  disclose  such  a  plan  shortly. 

When  Wilshire  was  featured  in  this 
column  on  Feb.  15,  its  Amex-listed 
stock  was  trading  at  9  a  share.  Since 
then,  it  has  vaulted  to  W/z.  One  New 
York  money  manager  says  that  with 
the  attractive  promise  of  the  spin-offs— 
and  with  earnings  projected  by  some 
analysts  to  grow  as  much  as  50%— Wil- 
shire will  be  worth  40  over  the  next  12 
to  18  months. 

Three  of  Wilshire's  proprietary  prod- 
ucts are  in  upbeat  markets.  One  is  a 
skin  patch  that  gradually  releases  phe- 
nylpropanolamine hydrochloride  (PPA), 
a  widely  used  nonprescription  appetite 
suppressant.  This  product,  named 
Trimpatch,  is  already  being  shipped  to 
Mexico  and  Venezuela,  as  well  as  Hong 
Kong,  Korea,  and  Taiwan,  notes  vete- 
ran drug  industry  analyst  David  Talbot 
of  Arnhold  &  S.  Bleichroeder,  a  secur- 
ities firm. 

FEW  SIDE  EFFECTS.  The  transdermal  de- 
livery of  medication  is  still  in  its  infan- 
cy, "and  it  has  explosive  growth  po- 
tential," says  Talbot.  The  advantages  of 
delivery  through  the  skin,  he  says,  in- 
clude a  potential  to  reduce  side  effects 
and  achieve  a  consistent  dosage  for 
several  hours.  Trimpatch's  market  po- 
tential in  the  U.  S.  will  depend  on 
whether  it  qualifies  under  Food  & 
Drug  Administration  rules  as  a  medical 
device  or  as  a  drug.  Wilshire  will  file 
for  FDA  approval  next  year. 

Wilshire  is  expected  to  spin  off  to 
the  public  25%  of  its  Trimpatch  busi- 
ness, to  be  called  Wilshire  Transdermal 
Products  Co.  This  unit  will  generate 
sales  of  $2.3  million  in  1993  and  $12 
million  next  year,  Talbot  estimates. 

Wilshire's  second  line  of  products 
includes  dressings  that  use  "hydrophil- 
ic  polymer"  technology,  which  provides 
a  moist  environment  for  wounds  to 
heal.  The  market  for  such  products  in 
the  U.  S.  exceeds  $700  million  and 
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amounts  to  more  than  $L2  billion  over- 
seas, says  Talbot.  The  third  product 
line  includes  clean-room  equipment 
used  by  hospitals,  clinics,  and  semicon- 
ductor makers.  Among  the  products: 
DuraCLEAM,  a  polyurethane-based  glove 
that  uses  a  polymer  with  a  low  poten- 
tial for  contaminating  the  work  site, 
and  UltraSORB,  polyurethane-based 
wipes  and  swabs  that  analysts  say  are 
acid-resistant  and  more  durable  than 
ordinary  cotton  or  polyester  products. 

Talbot  sees  earnings  jumping  to 
$1.24  a  share  next  year  from  this 
year's  estimated  48<F.  Wilshire  posted  a 
loss  of  $3.20  last  year. 


THE  WINGS 
OF  RYDER 


The  going  has  been  rough  for  Ryd- 
er System  since  the  summer.  The 
Big  Boai'd  stock  has  been  hitting 
bumps,  falling  from  34  in  late  .July  to 
around  28.  But  the  smart-money  crowd 
has  started  buying  in.  They  think  the 
decline  is  mainly  due  to  some  confusion 
over  Ryder's  plan  to  spin  off  its  avia- 
tion-services division. 

Indeed,  the  stock  started  slumping 
after  the  nation's  largest  lessor  of 
trucks  announced  the  spin-off  in  July. 
Ordinarily  a  spin-off  is  regarded  as 
positive  by  investors.  But  there  have 
been  doubts  as  to  how  much  revenue 
the  unit  could  generate  as  a  stand- 
alone company,  considering  the  weak- 
ened airline  business.  Ryder  is  expect- 
ed to  distribute  one  share  of  the  new 
company,  to  be  called  Aviall,  for  every 
four  shares  of  Ryder. 

Aviall  should  trade  at  12,  figures 
analyst  Paul  Schlesinger  at  Prudential 


Securities.  He  estimates  that  the  ne 
Ryder  stock  is  worth  "upwards  of  28 
share."  Aviall  shares,  which  at 
should  be  worth  3  in  Ryder  stock,  gi' 
Ryder  a  total  value  of  31— and  thai 
conservative,  says  Schlesinger.  He  se 
the  new  Ryder  earning  $2.10  in  19J 
up  from  an  estimated  $1.80  in  199 
Aviall  should  earn  $1.30  a  share.  Sch. 
singer  has  raised  his  opinion  on  Ryd 
to  "moderately  attractive"  from  a  ho. 

One  money  manager  at  a  New  Yo 
bank  believes  the  revamped  Ryd 
stock  is  worth  much  more  than  28. 
should  hit  the  mid-30s  as  the  ecor 
my  continues  to  strengthen,  he  saj 
He  also  thinks  Aviall's  stock  could 
worth  17  as  the  major  airlines  "ox 
source,"  or  subcontract,  their  engine-i 
pair  work  to  other  companies,  such 
Aviall,  the  largest  independent  engir 
service  outfit. 


A  SMART-LOOKING 
S&L  GETS  THE  EYE 


Sovereign  Bancorp  isn't  one 
your  ordinary  thrifts.  Merr 
Lynch  bank  analysts  Jerry  G: 
and  Nancy  Hazelrigg  describe  tY 
Wyomissing  (Pa.)  savings  and  loan 
"an  excellent  company,  and  certain 
one  of  the  more  successful  in  the  thr 
industry."  But  they  and  most  other  a 
alysts  have  posted  a  "hold"  opinion 
the  stock  because  at  13  a  share,  i' 
trading  at  valuations  much  higher  th 
other  thrifts. 

Some  big  investors  who  are  buyii 
the  stock,  however,  are  listening 
other  buzzings:  Whispers  are  th 
Sovereign  Bancorp,  Pennsylvania's  lai 
est  thrift,  will  merge  or  be  acquired 
a  major  regional  bank.  One  PennsyK 
nia  fund  manager  is  betting  that  a  d( 
will  emerge  this  year  at  20  a  share. 

A  few  analysts— even  those  wl 
aren't  pounding  the  table  on  Sov 
reign— concede  that  the  company  is 
likely  takeover  because  of  the  hi} 
quality  of  its  assets  and  low-cost  op( 
ations.  Sovereign  is  "well-positioned 
benefit  from  the  current  consolidatii 
in  the  thrift  industry,"  says  Joseph  J 
son,  an  analyst  at  Montgomery  Seci 
ities.  And  Tom  O'Donnell  of  PYudent 
Securities  says  Sovereign,  with  78  off 
es  in  Pennsylvania  and  New  Jersi 
and  assets  of  $4  billion,  "is  an  attrj 
five  buyout  candidate."  Corporate  insi 
ers  have  purchased  700,000  shares  ov 
the  past  12  months.  President  and  CI 
Jay  Sidhu  says  he  isn't  surprised  th 
some  banks  are  interested  in  acquirii 
Sovereign. 
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DE  THE  BELTWAY  I 


rS  THE  MONEY, 
TUPID 


or  campaign  aides  are  making  pots  of  cash  as  consultants — while  still  advising  the  President 


t  was  a  few  weeks  after  Inaugui'a- 
tion  Day,  and  delirious  Democrats 
were  still  celebrating.  But  not  James 
ville,  Paul  E.  Begala,  Mandy  Grun- 
d,  and  Stanley  B.  Greenberg.  The 
■  Clinton  campaign  veterans  sat  in 
hicago  hotel  room,  looking  through  a 
-way  mirror  while  voters  in  an  ad- 
ing  room  talked  about  their  frustra- 
s  with  the  nation's  health  system, 
/hen  the  focus  gi'oup  ended,  the  four 
e  convinced  that  the  cautious  ap- 
ach  some  Democrats  were 
ng  on  health  reform  was 
base.  Voters  knew  plenty 
ut  the  intricacies  of  the 
th  system  and  wanted  rad- 
change.  "That  knocked  my 
£s  off,"  recalls  Begala.  "It 
us  to  understand  that  the 
sident  was  right  in  wanting 
nove  more  forcefully."  Back 
Vashington,  Greenberg  con- 
sd  the  message  directly  to 
Ova!  Office.  And  that  helped 
liuade  Bill  Clinton  to  seek  the 
t  sweeping  social  reform 
e  the  New  Deal. 
THERWORLD."  Nearly  a  year 
r,  the  four  still  exert  enor- 
is  clout  at  the  White  House. 
;  full-time  White  House  staff- 
each  carries  the  special  secur- 
pass  that  grants  entry  to  1600 
nsylvania  Ave.  But  none,  by 
ce,  is  on  the  White  House  staff, 
re  top  aides  earn  $125,000.  In- 
d,  group  members  earn  far 
e  as  consultants  to  the  Demo- 
ic  National  Committee.  This  ar- 
jement  permits  them  to  act  as 
ibleshooters  while  working  for 
if  candidates,  corporations,  even 
ign  political  parties.  Never  befor-e 
J  so  many  key  political  advisers  plied 
r  trade  as  free-lancers— freed  from 
restrictive  conflict-of-interest  rules 
govern  Administration  appointees, 
his  dual  role  worries  government- 
?hdog  groups.  The  four  "are  operat- 
in  an  ethical  netherworld,"  contends 
n  S.  Miller,  director  of  the  Center 
Responsive  Politics.  "The  fact  that 


they  have  a  close  relationship  with  the 
White  House  while  maintaining  outside 
clients  raises  the  specter  of  conflict  of 
interest."  Adds  Charles  Lewis,  head  of 
the  Center  for  Public  Integrity:  "The 
DNC  and  its  advisers  have  become  an 
adjunct  wing  of  government— with  no 
accountability  to  government." 

The  doubts  haven't  stopped  Carville, 
Begala,  Grunwald,  and  Greenberg 
from  l)ecoming  the  hottest 
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d  advising  Hillary. 


hired  guns  in  poli- 
tics. "Every  Democrat  running  for  high 
office  next  year  will  call  one  of  these 
people,"  says  Republican  consultant  Jay 
Severin  HI.  "Hire  someone  with  their 
track  record,  and  you  look  more  like  a 
winner  than  you  did  the  day  before." 
But  their  popularity  raises  a  tantalizing 
question:  Are  the  Fab  Four's  services 
being  sought  because  they're  good  or 
because  they're  close  to  Clinton?  Says 


one  Democratic  activist:  "People  are 
buying  a  name  and  a  connection." 

One  person  who  isn't  complaining  is 
Bill  Clinton.  He  constantly  enlists  the 
inside-outsiders  in  his  "permanent  cam- 
paign." The  four  helped  direct  the  fight 
for  the  President's  economic  plan, 
mopped  up  after  early  stumbles  over 
Cabinet  appointments,  and  provided  bril- 
liant image  counseling  for  Hillary  Rod- 
ham Clinton.  More  recently,  they  de- 
veloped the  marketing  strategy  for 
health  reform,  with  its  alluring  em- 
phasis on  lifetime  security.  The 
four  are  "conceptual  thinkers, 
each  with  a  piece  of  the  whole," 
says  Samuel  L.  Popkin,  a  Uni- 
versity of  California-San  Diego 
political  scientist  who  worked 
on  the  campaign.  "Stanley 
knows  how  to  think  about  an 
issue,  Paul  knows  how  to  talk 
about  it,  Mandy  knows  how  to  pic- 
ture it.  And  James  just  nails  it." 

Obviously,  each  one  of  the  foui- 
could  have  had  top  White  House 
posts.  Although  Campaign  Man- 
ager David  C.  Wilhelm  was  sent 
to  head  the  DNC,  most  war-room 
commandos,  such  as  George  R. 
Stephanopoulos,  went  to  the 
White  House. 

ROCKY  RELATIONS.  Critics  feel 
that  by  staying  outside,  the 
four  deprived  Clinton  of  a 
heavyweight  staff.  Indeed, 
while  Carville,  Begala,  Grun- 
wald, and  Cireenl)erg  ply  their 
private  interests.  White  House 
operations  have  been  left  in 
-'  the  hands  of  such  relatively 
inexperienced  aides  as  Chief  of 
Staff  Thomas  F.  "Mack"  McLarty  III,  a 
former  Arkansas  utility  executive,  and 
Stephanopoulos  and  his  fellow  thirty- 
somethings.  Even  with  the  arrival  of 
image  counselor  David  R.  Gergen,  who 
has  improved  operations,  few  think  the 
setup  works  well. 

Subcontracting  for  political  expertise 
is  unusual.  It  was  supposed  to  be  a  tes- 
tament to  Clinton's  masterful  political 
skills.  But  judging  by  the  President's 
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You  are  witnessing  the  birth  of  a  new  age. 


I 


And  this  is  the  power  behind  it. 


leet  the  first  PowerPC-based  RISC  System/6000. 


;  more  than  an  introduction.  Its 
revolution.  The  price/performance 
ider  of  LMX^  systems-IBM's  RISC 
?teni/6000'— has  joined 
ces  with  the  most  exciting 
ip  e\  er  created— the  new 
vverPC  601  —to  create 
'  PO\^T:Rstation  250. 
e  250  sets  a  new  standard 
entry  performance— and 
ce/performance.  For  vour 
I  siness,  it  means  answ  ers  at 
I  itning  speed,  from 
counting  to  engi- 
?ring  to  application 
elopment.  In  fact, 
re  are  thousands  of 
•ven  Applications  for  the  com- 
rcial-strength  AlX/6000  operat- 
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complete  DCf]  for  advanced  cHent/ 
server  solutions.  And  we've  brought 
technolotries  like  multimedia  and 
object  toolkits  to  the  RISC  domain.  \^  ith 
^abi.  vou'll  run  \^indows 
applications  at  blinding 
speed.  Macintosh  programs  too. 
And  there's  more,  ^e're  also 
launching  P0WER2  the 
industrv  s  most  powerful  RISC 
technolotry.  in  the  new 
PO^^TRsener  990-deU^er- 
ing  unprecedented  pro- 
cessor j3efbrmance.  The 
future  win  see  R)w  erPC 
and  P0\^"ER2  technol- 
ogy in  e\  er\thing  from 
notebooks  to  supercomputers.  If  vou're 
readv  for  a  real  change  of  pace,  call 


5\btem. ^ ere  also  deli\ eriiig  die  first        1 800  IBM-6676.  ext.  669  todav. 


Power  for  a  new  age. 


E 
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CAREER  PATH 

for  many  long-s 


rocky  relations  with  Congress,  there's 
a  downside  to  the  arranj^ement.  "Clinton 
has  a  weak  staff,  which  j^ves  the  outsid- 
ers hu^e  influence,"  says  a  Democratic 
pol.  "By  listening  to  them  s(j  much,  he 
reinforces  the  perception  that  he's  a  to- 
tally political  creature."  Nonsense,  re- 
plies McLarty.  "Their  work  is  a  real 
plus.  When  you're  in  the  White  House, 
you  lose  touch  with  the  I'eal  world.  They 
add  a  fresh  perspective." 

Group  memliers  dismiss  the 
notion    that  Clinton 
needs  them  'rounfl  the 
clock.  But  they  fret 
about  possible  conflicts. 
To  insulate  themselves, 
the   cpiartet   made  a 
pact:  No  corporate  lob- 
bying and  no  deals  with 
foreign  governments. 
"We  asked  for  informa- 
tion   from    the  White 
House  and  dnc  counsel 
about  laws  that  governed 
us,"  says  Grunwald.  "We 
found   out   there  were 
very  few.  So  we  decided 
to  make  our  own  rules." 
The  Clintonites  see  no 
problem  with  self-policing. 
Says  Wilhelm:  "They  come 
to  me  when  there  are 
questions.  These  are  folks 
with  good  judgment." 
YANKED  PASS.  Still,  there 
are  doulits.  F'or  starters, 
the  fact  that  grou;)  mem- 
bers have  White  House 
passes  troubles  some— es- 
pecially   because    a  few 
Friends  of  Bill  have  l)een 
controversial.  New  York  at- 
torney Harold  C.  Ickes  had 
his  pass  yanked  after  he 
was  hired  by  companies  to 
lobby  against  e.xpanding  a  tax  break  for 
investment  in  Puei'to  Rico.  New  Yoi'k 
lawyei'  Susan  P.  Thomases,  a  Hillary 
chum,   suri'endered   her   pass  after 
McLarty  raised  (juestions  about  her  cor- 
porate clients. 

By  past  standards,  Carville,  Begala, 
Gi'unwald,  and  Greenbei'g  merit  i)ass- 
ing  grades  for  handling  potential  con- 
flicts. Pollstei's  have  traditionally  worked 
part-time  for  Presidents,  and  Green- 
ber-g— unlike  Carter  guin  Patrick  Caddell 
and  Reagan  pollster  Richard  Wirthlin— 
has  refrained  from  rapid  expansion 
fueled  by  corporate  work.  Carville  and 
Begala  advise  just  a  handful  of  cam- 
paigns, though  that's  likely  to  change 
in  1994.  Grunwald's  firm  is  growing  fast 
but  still  concentrates  on  politics.  "The 
President,"  insists  Carville,  "is  happy 
for  our  success."  Still,  it's  oljvious  that 
gi'oup  members  are  struggling  to  juggle 


their  business  and  political  interests. 
THE  RED-HOT  CHILI  PEPPERS.  The  team  of 
Cai'ville  &  Begala  is  not  found  together 
often  these  days.  Begala  spends  hours  at 
the  White  House  polishing  Clinton 
speeches.  He  also  travels  with  the  Pres- 
ident to  major  events.  "We  get  along," 
Begala  says.  "I  try  to  make  him  laugh 
and  keep  him  focused." 

Carville  seems  intent  on  grasping  the 
fleeting  brass  ring  of  celebrity.  "I've  nev- 
er made  any  money  in  my  life.  If  I 
don't  make  it  now,  I'm  never  going 
to,"  he  says.  Carville  and  his  fiancee. 


JANIES 
CARVILLE 

VITAL  STATS  49  Raised  in  bayou 
country.  Law  degree,  Louisiana 
State  Prefers  jeans,  even  on  tor- 
occasions.  Engaged  to  Mary  Matal,n,  former  Bush 

campaign  aide. 

PHILOSOPHY  It's  the  jugular,  stupid. 

With  Paul  Begala,  managed  campaigns 
hot  contenders  for  statewide  office. 

Most  lost.  Exceptions:  Governo 


rs  Robert  P.  Casey  of 
Pennsylvania  and  Zell  Miller  of  Georgia  and  Senator 
Wofford  of  Pennsylvania.  When  Clinton  s  cam- 
ded  an  attack  dog.  Miller  suggested  Carville. 


month  to  advise 


Harris' 
paign  nee 

BOnOfA  LINE  DNC  pays  $15,000  a 

-.^^-^cciWv  nettina  $  1  million  ttiis  year, 
business  groups,  possibly  ner  mg  j. 
Shares  a  $925,000  book  advance  with  Matalm 


pro- 


PAUL  E. 
BEGALA 

VITAL  STATS  32.  New  Jersey- 
born,  Texas-bred.  University  of 
Texas.  Favors  boots  and  jeans. 
Married,  one  child. 

PHILOSOPHY  I'll  do  the  words,  James' gunfire 
vide  the  music. 

CAREER  PATH    Co-managed  most  of  Carville's  cru- 
sades. Speechwriter  for  '88  Presidential  bid  of  House 
Maiority  Leader  Richard  Gephardt  (Mo.).  Traveled 
with  Clinton  during  campaign. 

BOnOM  LINE    DNC  retainer,  plus  share  of  campaign- 
management  fees,  such  as  Flono's  $30,000-a-month 
payment.  Seeking  to  branch  out  abroad  winning  • 
work  (with  Carville)  to  reelect  Greek  Prime  Minister 
Constantine  Mitsotakis.  Result:  Greek  tragedy  as 
socialists  won  big.  Touches  up  the  President's  major 
speeches  to  inject  emotion  info  Clinfonian  wonkism 


Mary  Matalin,  who  was  a  top  aidd 
George  Bush's  1992  campaign,  are  ,( 
ing  a  long  way  toward  that  goal  by  vii 
ing  a  book  on  the  camjiaign.  Co-publ;l 
ers  Random  House  Inc.  and  Simoi;^ 
Schuster  Inc.  paid  them  a  $925,000  ( 
vance  for  their  tale,  due  in  the  1" 
stores  this  spring.  With  the  wi  i 
done,  Carville  is  often  on  the  roafl,  <  ■ 
ing  up  to  $15,000  for  pep  talks  on  - 
art  of  winning  politics.  "I'm  big  on  i 
hot-air  circuit,"  he  shrugs.  "I'm  a  ha. 

In  his  guise  as  the  Ragin'  Cajun,  <; 
ville  is  a  defender  of  the  downtrodi 
But  now,  his  typical  audience  is  a  I 
ness  group,  which  Carville  describe 
"150  rich  white  guys  who  quote  i; 
Limbaugh  to  me."  Past  clients  im  l 
the  American  Hospital  Assn.,  the 
tional  Restaurant  Assn.,  and  Mc(ii 
Hill,  publisher  of  BUSINESS  WEEK.  I 
he  taking  corporate  cash?  Carville 
cedes  "most  of  these  compani<•^ 
not  riddled  with  Democrats,"  liiii 
nies  that  he's  peddling  access.  "Rep 
of  my  influence  are  exaggerated." 

That  didn't  stop  the  restauraii 
from  making  a  pitch  to  him.  Last  ;\ 
the  group  invited  Carville  to  speak 
the  time,  the  White  House  was  pm  . 
ing  fui'ther  limits  on  the  deductabilit  t 
Inisiness  meals.  Upset  members  liutv 
holed    Carville.    Says  spokeswei 
Wendy  Webster:  "They  hoped  he  \'.^ 
bring  back  a  message  to  the  Presidi 
Carville  portrays  himself  as  an  ei 
tainer,  but  not  everyone  agrees,  i 
ville  &  Co.  "are  very  pn\ 
ful    people,"  says 
Democratic  acti 
"What  do  they  thin!-, 
pie  are  buying?" 
Except  for  lectu- 
Carville  &  Begala  i  ri 
accept  business  clii  * 
"When  I  advise 
President  that 
on  beer  is  a  bad  > 
he   doesn't  ha\e 
worry  that  I  worl . 
Budweiser,"  says  1 ' 
la.  Carville  claim.- 
policy  "has  cost  us 
million."  The  bids  (v 
from    companies,  I 
houses,  interest  gre  i 
even  for'eign  governnn  t 
As  for  C&b's  polif: 
candidates,  Begala  in^it 
that  "we  can't  do  an,\  i 
to   help   clients  at 
White   House."  As 
dence,  he  cites  the 
week  stretch  he  ser\e 
a  White  House  temp 
ing    the    budget    fi  i 
"When  New  Jersey, 
gia,     and     Pennsyh  li 
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^222-TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
icuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  die  kind  of  personal  service  and  special  attention  diat  will  bring  you  back  again 
d  again.  And  it  begins  the  very  first  night  widi  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  die  great  restaurants,  swimming  pools,  and  health  clubs  diat  make  business  trips 
arable.  Because  now,  you've  got  die  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Whenyour  travels  takeyou  to  Canada,  consultyour  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  PacificHotels  &  Resorts. 


"I'm  proud  to  work  for  a  pharmaceutical  company  -  here  in  Argentina.  Argentinean  law  does  notjt 

within  Akzo  -  that  invests  a  large  part  of  its  income  in  medical  patents,  so  the  market  is  flooded  with  hhc 

R&D.  New  or  improved  pharmaceuticals  are  important  of  me-too  products.  Despite  this  tough  compeft: 

to  everyone's  well-being.  But  it  is  of  special  relevance  we  have  doubled  our  sales  during  the  last  tw 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  fc 
Some  60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  wri '  ( 
Akzo  America  Inc.,  Corp.  Comm.  Dept./RlO,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (512)  906-7500. 


Roberto  Schverdfinger,  General  Manager  Organon  Argentina  SA: 


m's  unparalleled  world-wide  quality  control, 
ow  and  innovation  persuade  more  and  more 
Eti  inean  doctors  to  choose  our  side.  Which  proves 
(c(  lat  it  pays  off  to  create  the  right  chemistry." 


CREATING 


THE  RIGHT  CHEMISTRY  |  AIC20 


When  the  BEST 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 

The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
/     BusinessWeek,  Money, 
'    U.S.  Neios  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
li*:  move  you've  made  all  day. 

MoneyTalk 

N^^ay-  Friday  7:30PM  (ET) 

€NBC 

Momi/MD^  talk  All  Night. 


BusinessWeek 


For  cable  channel  call  1-800-SM ART-TV 
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[states  where  C&B  has  chents]  came  up, 
I  left  the  room."  Moreover,  Carville 
adds,  by  aiding  endangered  Democrats 
such  as  New  Jersey  Governor  James  J. 
Florio,  the  pair  is  also  helping  Clinton. 

c&B  won't  represent  foreign  govern- 
ments in  the  U.  S.  But  they  see  dollar 
signs  in  campaigns  abroad.  The  duo  re- 
cently handled  the  reelection  bid  of 
Greek  Prime  Minister  Constantine  Mit- 
sotakis— badly,  as  it  turned  out.  Mitsota- 
kis  was  trounced  by  Socialist  Andreas 
Papandreou,  and  C&B  left  Greece  shaken 
by  the  death  threats  they  received. 
DRIVING  MISS  MANDY.  Of  all  the  inside- 
outsiders,  Grunwald  has  the  most  com- 
plicated task— juggling  White  House  de- 
mands and  her  media 
firm.  Business  is 
booming  for  Grun- 
wald, Eskew  &  Doni- 
lon,  which  makes  ads 
for  state  and  congres- 
sional candidates.  Re- 
cent business  clients  in- 
clude cable  giant 
Tele-Communications 
Inc.  GED  made  ads  for 
local  cable  operators  bat- 
tling TV  stations  over 
programming  rights. 
Meanwhile,  Gnuiwald  has 
l)ecome  a  key  player  in 
selling  health  reform  and 
the  North  American  Free 
Trade  Agreement. 

Grunwald  has  a  talent 
vital  to  Clinton:  She  can 
translate  the  most  convo- 
luted wonkisms  into  terms 
Joe  Sixpack  can  understand. 
"On  health  reform,  Mandy 
spent  hours  refining  the  lan- 
guage, fine-tuning  the  names 
of  things,  so  people  would 
get  it,"  says  White  House 
Communications  Director 
Mark  D.  Gearan.  ' 

Of  the  Fab  Four,  Grunwald  is  the 
most  plugged  in  to  the  Zeitgeist.  She 
convinced  Clinton  to  appear  on  MTV  and 
Arsenio.  "Mandy's  immersed  in  popular 
culture,"  says  partner  Carter  Eskew.  "A 
lot  of  people  in  our  business  think  in 
words.  She  thinks  in  pictures." 

Grimwald's  firm  has  become  a  magnet 
for  politicians— so  much  so  that  some 
contests  pose  potential  problems  for 
Clinton.  For  instance,  GED  is  committed 
to  handle  Alabama  educator  Paul  R. 
Hubbert's  expected  primary  challenge 
to  Governor  Jim  Folsom  Jr.  next  year. 
The  DNC  has  a  policy  of  never  backing 
challengers  in  primaries,  but  Grunwald 
says  Hulibert  is  a  long-time  Eskew  client 
who  shouldn't  be  cut  off.  Confesses  Wil- 
helm:  "It  is  a  little  awkward." 

Other  GED  clients  have  differences 


with  Clinton.  The  White  House  f^ 
that  when  Pennsylvania  Senator  He 
Wofford  rims  for  reelection  next  yea 
may  trumpet  his  opposition  to  NaI 
In  New  Jersey,  Senator  Frank  Lau| 
berg  may  boast  of  his  vote  against 
ton's  tax-heavy  budget.  Would  Grun\| 
produce  such  ads?  "I  don't  consider 
a  problem,"  she  says.  Still,  she  ad. 
don't  think  it's  good  politics  to  sp" 
lot  of  time  attacking  this  Presideii 
what's-his-name  in  Texas."  The 
ence  is  to  ousted  Senator  Bob  Km 
whose  Clinton- bashing  campaign  !  l 
despite  help  from— guess  who?— C 
&  Begala. 


GRltMBtRG 

STATS  48.Roised  inWash 
ID  CI  suburbs.  Horvord 
ington  ID  ^  l  so 
PhD  Favors  rumpleaiw 
Married  to  Represenlotwe 
rsolDelaurolD-Conn.V 
PWLOSOPHY  Democralswho 


fears  of  blue-collar 


1985  study 

mtlRPA^"  Taugma.  abandoning 
Der^s  because  o  the  po  ^/  ^^^.^j,  ,,,e;  v.e 

S,orted       "f;j:;;,,ate  on  Clinton, 
solo  in  Decernber  to  conce 

f,,  extra  poU-g  Veade-^^'P  Counc  po^ 

S871,294V  Den^ocr    a  politico!  clients 

$  1 50,000  br  big  survey  Liebermon 
l.atorsie«B,nga.onN^^^^^^^^^ 

^Conn.];^^ich,ganRepr  ^^^^ 
;^,frNAFTA  crusader]  and 


OM^-BUSIHBSWttK  ^  

'  Although  Grunw;! 

sists  that  DNC  work  is  a  small  p 
her  business,  it's  lucrative.  Thi 
pays  her  $15,000  a  month.  In  adWiL, 
the  DNC  compensates  her  firm  ati-i 
standard  rate— ai'oimd  15%— for  its  iiti 
purchases.  In  May  and  June,  »h>  %-- 
more  than  $11.3,000  in  DNC  consul|i- 
fees,  according  to  the  Federal  Elec 
Commission. 

Grunwald  also  handles  media  foi 
DNC's  national  health-care  blitz.  The 
paign  has  an  ad  budget  of  $3  mil 
most  of  it  raised  from  the  pesky  c( 
rations  the  inside-outsiders  say  the\ 
to  avoid.  GED  also  has  a  fat  contra 
make  ads  for  USA*NAFTA,  the  bus: 
coalition  lobl)ying  for  passage  of| 
trade  pact  with  Mexico.  Media  bui 
$5  million.  A  half-dozen  firms 
asked  to  compete,  but  everyone  e: 
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Star  Light, 
Star  Bright 


This  is  the  first  star  you 'II  see. 
From  the  U.S.  Environmental 
Protection  Agency's  Energy 
Star  Program.  Look  for  it  on 
personal  computers,  monitors, 
and  printers — the  first  of 
many  energy-efficient  prod- 
ucts designed  by  leading  man- 
ufacturers in  partnership  with 
EPA.  The  Energy  Star™  logo 
identifies  products  that  maxi- 
mize energy  efficiency  and 
reduce  air  pollution  associated 
with  power  generation.  And, 
you'll  get  your  wish  — electric" 
bills  cut  down  to  earth.  To 
learn  more  about  Energy  Star 
call  202  235-9230  or  write  ' 
Energy  Star,  U.S.  EPA, 
401  M  Street,  SW  (6202J), 
Washington,  DC  20460. 


EPA     POLLUtibN  PREVENTER 


ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes    □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes   □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes    □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes   □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes    □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise— at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes    □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  messages  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  wkt 
customers  and  markets  are  telling  you? 

□  Yes   □  No 

When  the  flow  lines  of  your  information  systtr 
are  not  within  your  customers'  reach,  you  won't 
always  sense  when  opportunity  knocks.  But  even  i 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  informatic. 
products  and  services,  revenue  opportunities  are  hi 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your  I 
customers?  I 

□  Yes    □  No  f 

Many  business  plans  underestimate  the  powe 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech 
nology  strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  fuU  capabilities  of  your  organizatioi 
accessible  to  your  customers  at  all  your  field 
locations?  » 

□  Yes   □  No  f 

An  office.  A  branch.  A  retail  site.  To  a  custo:ie 
that's  your  company.  One  small  part  of  the  whole 
Which  is  why  you  need  to  leverage  your  entire  or^ir 
zation  by  extending  its  capabilities  to  each  point  o 
customer  contact. 

10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 

□  Yes    □  No 

Business  is  built  on  customers.  Without  then 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  1 
business  of  commerce  or  the  business  of  governni 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service. 

The  Bottom  Line.  If  you  answered  No  to  ar 
of  these  questions,  you  're  not  yet  customerizea 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  ofbecomin 
customerized.  And  as  the  leader  at  customeriz 
business  and  government,  Unisys  will  work  wi 
you  to  provide  the  answers  you  need. 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 

Customerize. 


This  test  poses  tough  questions 
it  customer  service.  So  does  the  real- 
d  business  environment.  That's  why 
ys  is  introducing  an  answer  which 
transform  your  customer  service  into 
mpetitive  advantage:  customerize. 
When  you  customerize,  you  put  the 
omer  at  the  heart  of  your  world, 
3r  than  the  periphery.  By  embedding 
Dmer  service  objectives  within  your 
mation  strategy,  Unisys  will  help  you 
[id  the  full  capabilities  of  your  enter- 
I  to  the  points  of  customer  contact- 
wints  where  business  is  won  or  lost, 
help  enhance  your  abihty  to  receive 
mation  from  your  customers  and 
nunicate  information  to  them,  creat- 
in  information  flow  which  leads  to 

Unisys  Corporai.ion 


bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize'"  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  commitment  to  the  assign- 

misYS 

We  make  it  happen. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


cuS'tom-er-izeX  kus'-ts-ms-nze'X 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systetns  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companie.s.  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLLTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  17  Ask 
for  our  CUSTOMERIZE  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 
customer-driven  era. 

CUSTOMERIZE  is  a  Service  mark  of  Unisys  Corporation 


"I  'm  a  i'l 
Iht-^  year 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Eliyn,  IL  60138 
FAX  (708)  690-0565 


c  prvsuimt  because  I  sold  22,000  gizmos 
Hoiv'ti  you  become  a  v. p.?' 


'/  maie  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. ' 


Excess  inventory  today. ..student  opportunity  tomorrow 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOU  COULD  LEARN  A  I0r  FROM  A  DUMMY. 
BUCKLE  YOUR  SAFETY  BELT. 

This  Publication 

ComcH  fof  more  intormaoon.  call  fie  Airbag  &  Child  Satety  Hotline.  800-124-9393 
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overnment 


ed  Grunwald  to  walk  off  with  the  c 

Some  competitors  think  that's 
"To  the  victor  go  the  spoils,"  says 
GOP  adman.  Others  disagree,  noting 
Grunwald  was  among  the  Clinton 
who  urged  delaying  the  trade  pact 
fear  it  would  clash  with  health  ref( 
"Everyone  knows  she's  against  NAF 
grouses  a  Democratic  consultant.  * 
Is  Grunwald  selling  something  h 
doesn't  believe  in?  "I  have  absoluteljr 
personal  views  on  NAFTA,"  she  reji- 
"My  job  is  to  make  sure  my  clieni 
his  views  accurately  described.  I  uiu 
stand  the  President's  views.  Ai 
understand  why  Senator  WoffonI 
others  oppose  it." 

BEARER  OF  THE  SCROLLS.  To  meet  ]  » >\ 
Stan  Greenlierg  is  to  meet  a  tinly  li; 
man.  Ever  since  his  college  activist  ( 
Greenberg  has  only  wanted  to  wm  1 
refoiTTiist  Democrats.  When  he  met 
ton,  who  inhales  polls  like  Big  Mac- 
two  clicked  instantly.  Now,  Gretn 
zips  in  and  out  of  the  White  House 
his  latest  readings  of  the  President  ' 
performance.  "Clinton  is  remakiiij 
country,"  the  pollster  says  appn  >\  i  i 
"I  organized  my  dnc  contract  so  I 
spend  all  my  time  working  for  him 

Actually,  Greenberg  Research  t 
polls  for  long-standing  clients:  Sen; 
.Jeff  Bingaman  (N.  M.)  and  Josepli 
berman  (Conn.),  plus  Michigan  l;< 
sentatives  Bob  Carr  and  David  I'.n 
Working  for  Bonior  is  another  jai 
bit  of  inside-outism,  since  he's  it  a 
anti-NAFTA  forces.  Greenberg  sii\ 
associate  is  handling  Bonior.  Nor  i 
concerned  about  the  free  work  h( 
for  the  African  National  Congress. 

Despite  his  firm's  demands,  (ii 
berg  meets  White  House  aides  lu  i 
every  day  and  gives  Clinton  a  \\ ' 
briefing  on  his  standing  with  \ii 
"Stan's  the  one  who  has  to  go  in  am 
'Mr.  President,  you're  dropping  li? 
hot  rock,' "  says  Begala. 

Although  their  circumstances  '  1 
Clinton's  inside-outsiders  insist  tin  ;  , 
trying  to  keep  their  private  pin 
from  entangling  with  Clinton's.  "  I 
them  by  what  their  counterparts  i| 
the  past,  and  you  see  a  higher 
dard,"  says  party  activist  Mark  Sii 

Perhaps.  But  given  their  boss's  ' 
to  rid  Washington  of  influence-pedi  ' 
even   some   CBGG   admirers  wd 
whether  they  shouldn't  take  an  (t 
step.  "They  should  disclose  their  i  l" 
and  their  fees,"  says  a  top  Demn.  i 
consultant.  "That's  a  commonsensi 
to  avoid  potential  problems  in  t\v 
At  that.  Republicans  merely  grin 
edly  and  whisper  that  old  Watergai 
train:  "Follow  the  money." 

By  Susan  B.  Garland  and  Lee  W'l.  . 
in  Washington 
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EDITED  BY  AMY  DUNKIN 


Investing 


FOR  NOW,  THE  NAHA  GAME 
IS  FOR  THE  GUTSY 


The  vote  on  the  North 
American  Free  Trade 
Agreement  is  barely  a 
week  away.  While  the  conse- 
quences of  Congress  giving 
free  trade  a  thumbs  down  is 
sul)ject  for  debate,  few  douitt 
NAP'TA  could  electrify  Mexican 
markets  and  handsomely  re- 
ward those  willing  to  take  on 
the  extra  risk  of  investing  in 
a  developing  country. 

Already  investors  are  bet- 
ting on  the  side  of  NAFTA  and 
putting  money  not  only  into 
Mexican  slocks  l)ut  into  ecjui- 
ty  and  bond  mutual  funds 
that  should  benefit  from  pas- 
sage. Brokerage  houses  have 
Mexican  stocks  on  their  buy 
lists,  and  six  fixed-income 


funds  designed  to  play  ott  ex- 
pected increased  stability  in 
Mexico's  bond  markets  have 
been  launched  this  year  alone. 

NAFTA  would  phase  out 
cross-border  tariffs  between 
Mexico,  Canada,  and  the  U.  S. 
The  latter  two  countries  have 
had  a  free-trade  agreement 
since  1988,  and  that  pact 
would  not  be  affected  if  Con- 
gress votes  down  NAFTA  or  if 
Canada  pulls  out  of  the  new 
accord,  as  the  newly  elected 
Liberal  Party  has  threatened. 
NAFTA  really  concerns  trade 
with  Mexico,  and  with  the 
U.  S.  economy  20  times  the 
size  of  Mexico's,  the  impact 
will  be  most  dramatic  south 
of  the  border. 


President  Clinton  is  still 
scrambling  to  find  enough 
votes  in  the  House  of  Repre- 
sentatives to  see  NAFTA 
through.  So  any  investor  con- 
templating playing  off  the 
Nov.  17  vote  must  consider 
several  possible  outcomes. 
GOOD  BUYS.  Under  the  first 
scenario,  NAFTA  passes,  trig- 
gering more  foreign  invest- 
ment in  Mexico  and  consoH- 
dating  economic  reforms  that 
have  been  under  way  for  the 
last  seven  years.  Mexico's  Bol- 
sa  de  Valores,  which  has 
grown  from  100  points  to 
2,000  in  the  last  five  years, 
scales  ever  higher.  October 
has  already  brought  a  "Yes- 
NAFTA  rally"  as  optimism  that 


the  pact  will  pass  nm 
says  Jacques  Levy,  (l< 
president  of  Banco  Nai 
de  Mexico,  the  countr\  - 
est  private  bank.  How  , 
because  of  the  relative  i  > 
tainty  over  the  vote,  ili 
effect  of  the  agreemem 
ing  has  not  yet  been  tac 
in,  and  Mexican  stock 
still  relatively  cheap. 

The  construction  iiiii 
in  Mexico  would  be  a 
the  first  to  benefit  a- 
ness  owners  in  both  r. 
launched  capital  projc 
ment  companies  Apa^. 
Cementos  Mexicano 
prosper,  says  Jose  Lm 
mez  Pimienta,  presi<!i-; 
Mexico  Fund,  a  close- 
fund  based  in  Mexico  a  i 
ed  on  the  New  Yorl 
Exchange.  New  devd 
will  also  spur  the  gr^ 
Grupo  DESC,  which  m.  i 
tures  auto  parts,  ai  ' 
phone  monopoly  Telelni  : 
Mexico,  he  says. 

As  new  investm<' 
jobs  kick  in  and  the 
of  living  improves  in 
consumer  spending  w  i 
ish.    Soft-drink  conij 
such  as  Coca-Cola  Fein  ; 
benefit,  as  will  tortilla  i 
Grupo  Industrial  Masi  ' 
breadmaker  Grupo  Imli- 
Bimbo. 

Many  Mexican  con 
especially  small-scale  : 
factui'ers,  are  expected  i 
fer  as  American  conij 
with  worldwide  buyim 
flow  across  the  bonie: 
Jane  Siebels-Kilnes,  \:" 
manager     for  Tein 
Worldwide.  Smaller  L'. 
panies  in  trucking  or 
goods  manufacturing 
grow  rapidly  by  taking  i 
tage  of  free  trade  in  M 
but  "you  have  to  go 
research  the  company  ai 
if  they  have  any  plans  i 
area,"  Siebels-Kilnes  sa; 
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jargu  U.  S.  corporations 
t  have  ah-eady  formed 
itegic  alliances  with  Mexi- 
counterparts  will  benefit 
Ti  free  trade,  but  their 
(ican  ventures  will  be  such 
nail  part  of  the  companies' 
■Idwide  volume  that  their 
;om  line  won't  be  dramati- 
Y  affected.  A  more  aggres- 
!  strategy  would  be  to  in- 
t  directly  in  Mexican 
tners  or  subsidiaries,  such 
Coca-Cola  Femsa,  Cifra 
gned  with  Wal-Mart 
resi,  Kimberly-Clark  de 
xico,  and  Sears  Roebuck 
Mexico,  says  Arturo  Ace- 
0,  director  of  research  at 
;tor,  a  Mexican  financial 
/ices  firm  that  is  opening  a 
sidiary,  Vectormex,  to 
ve  investors  in  the  U.  S. 
!  407-5506). 

nterest  rates  on  Cetes,  28- 


longer  period  of  time.  The 
Bolsa  would  take  a  temporary 
hit,  probably  falling  about 
15%,  which  would  provide  a 
buying  opportunity  for  the 
construction  and  consumer- 
based  stocks.  The  Mexican 
government  would  protect  the 
peso  from  going  into  a  tail- 
spin,  raising  interest  rates  to 
prevent  the  flight  of  foreign 
capital,  says  Wayne  Lyski,  ex- 
ecutive vice-president  of  Alli- 
ance Capital  Management, 
which  manages  the  North 
American  Government  Income 
Trust.  Most  analysts  are  bet- 
ting that  Mexico  could  bounce 
back  fairly  easily  from  a  "no" 
on  NAFTA,  because  the  coun- 
try already  has  largely 
opened  its  economy  to  foreign 
competition. 

However,  there  is  a  third 
scenario  to  be  reckoned  with: 


The  U.  S.  stock  market 
would  also  suffer,  since  Clin- 
ton's failure  to  get  NAFTA 
through  Congress  would 
betoken  weakness.  "The  mar- 
ket doesn't  like  it  when  the 
President  is  weak,  especially 
if  he  can't  get  economic  prior- 
ities through,"  says  Hoey. 
Free-trade  negotiations  all 
around  Latin  America  could 
come  unglued— a  long-term 
negative  to  the  U.  S.  econo- 
my, says  Siebels-Kilnes. 

Still  interested  in  making 
a  NAFTA  play?  There  are  sev- 
eral options  open  to  those 
who  dare.  If  you  have  a  com- 
pany in  mind,  you  can  buy 
American  depositary  receipts 
through  your  broker.  Al- 
though they  are  traded  in  dol- 
lars, they  are  subject  to  cur- 
rency risk  if  the  peso  is 
devalued.  Or  you  can  diver- 


this  year,  through  Oct.  8.  Wil- 
liam Truscott,  assistant  portfo- 
lio manager  of  Scudder's  Lat- 
in America  fimd,  recommends 
that  investors  use  dollar-cost 
aver-aging,  investing  the  same 
amount  every  month  so  as  to 
buy  more  shares  when  prices 
are  lower  and  fewer  on  an 
upswing. 

GETTING  TOO  GREEDY.  On  the 

fixed-income  side,  there  are 
now  eight  funds  available  that 
buy  corporate  and  govern- 
ment debt  in  Mexico,  the 
U.  S.,  Canada,  and  South 
America.  Pilgrim's  All  Amer- 
icas Government  Income 
Ti'ust,  which  opened  to  inves- 
tors on  Nov.  1,  will  put  25% 
of  assets  in  high-yielding  Mex- 
ican debt.  Although  these 
bond  funds  should  be  less  vol- 
atile than  their  equity  coun- 
terparts, they  are  still  far 


THREE  SCENARIOS  INVESTORS  SHOULD  CONSIDER 


NAFTA  PASSES:  MEXICO  BOOMS 

►  Mexican  stock  market  thrives  as 
)reign  investors  take  advantage  of  high 
rowth  estimates,  low  price-to-earnings 
atios,  and  stable  exchange  rates. 

>■  Increased  political  and  economic 
ability  make  Mexican  bonds  a  safer 
ivestment  and  its  debt  is  raised  to  in- 
astment  grade. 

•  Some  Mexican  companies  are  hurt  by 
icreased  competition  so  only  careful 
ock-pickers  are  rewarded. 

•  U.S.  markets  see  NAFTA  passage  as  a 
ositive  sign  and  get  a  slight  boost. 


NAFTA  FAILS:  MEXICO  WEAKENS      NAFTA  FAILS:  MEXICAN  MELTDOWN 


►  The  peso  begins  to  lose  value — reduc- 
ing the  value  or  foreign  capital  and  dis- 
couraging investors. 

►  Interest  rates  rise  to  attract  foreign 
capital,  acting  as  a  drag  on  the  econo- 
my, but  keeping  the  peso  stable. 

►  The  Mexican  market  takes  a  short- 
term  hit,  creating  a  buying  opportunity, 
and  then  recovers. 

►  U.S.  companies  do  not  grow  with  the 
speed  they  would  have  with  a  major  new 
trading  partner. 

DATA:  BUSINESSWEEK 


►  Mexican  government  proves  unable 
to  control  the  devaluation  of  the  peso, 
investors  flee,  and  hard-won  local  price 
stability  is  threatened. 

►  Confidence  in  President  Salinas'  lead- 
ership is  eroded,  perhaps  leading  to  a 
period  of  political  instability. 

►  U.S.  markets  stumble  as  failure  to  pass 
NAFTA  is  taken  as  a  sign  of  President 
Clinton's  weakness. 

►  The  U.S.  economy  suffers  when  a  "No 
NAFTA"  vote  leads  to  a  breakdown  of 
the  tariff  and  trade  negotiations  with  the 
entire  Latin  American  region. 


Mexican  government 
ds,  now  hovering  around 
,  would  fall  to  10%  in  the 
ith  that  follows  the  pas- 
}  of  NAFTA,  and  inflation 
Id  drop  from  its  current 
innual  rate  to  5%  in  1994, 
licts  Banco  Nacional  de 
:ico's  Levy.  The  reduced 
and  high  yields  relative 
J.  S.  rates  would  make 
's  great  buys,  especially 
'  Mexico  gets  investment- 
le  status. 

LTDOWN."  The  second  sce- 
oo  assumes  that  even  if 
irrA  fails,  positive  momen- 
in  the  Mexican  economy 
continue  and  many  of  the 
;fits  of  a  yes  vote  will  oc- 
anyway,  albeit  over  a 


The  positive  chain  of  econom- 
ic events  in  Mexico  would  be 
reversed  and  lead  to  a  "full- 
scale  Mexican  meltdown"  as 
foreign  investors,  who  are  al- 
ready nervous,  would  with- 
draw, forcing  the  devaluation 
of  the  peso,  says  Richard 
Hoey,  chief  economist  at 
Dreyfus.  He  puts  the  odds  at 
1  out  of  3  that  this  would 
happen  if  Congress  rejects 
NAFTA.  The  government  could 
do  little  to  protect  the  cur- 
rency if  the  flight  of  foreign 
capital  is  too  swift,  says  Levy. 
Then,  President  Carlos  Sali- 
nas de  Gortari  would  be  dis- 
credited, and  that  might 
usher  in  a  period  of  political 
instability. 


sify  a  bit  more  by  buying  a 
closed-end  fund  that  invests 
solely  in  Mexico.  There  are 
three  available  on  the  NYSE: 
Mexico  Fund  (212  750-4200), 
Emerging  Mexico  Fund  (800 
553-8080),  and  Mexico  Equity 
&  Income  Fund  (212  667-5018). 
Each  has  returned  more  than 
42%  in  the  past  year,  and 
Mexico  Fund,  the  only  one 
with  a  five-year  track  record, 
has  averaged  40%  a  year 
since  1988. 

A  handful  of  equity  funds 
specialize  in  Latin  America. 
Scudder  Latin  America  has 
returned  44%,  Merrill  Lynch 
Latin  America  B  has  yielded 
29%,  and  G.T.  Latin  America 
Growth  has  brought  in  27% 


riskier  than  most  fixed-income 
funds. 

Whatever  method  you 
choose,  only  the  percentage 
of  your  portfolio  that  you've 
set  aside  for  the  riskiest  strat- 
egies should  be  invested  in 
Mexico.  "People  have  a  ten- 
dency to  get  greedy  if  they 
think  there  is  a  score  waiting 
to  be  had,"  says  Robert  Glov- 
sky,  a  Boston  financial  plan- 
ner. He  recommends  aggres- 
sive investors  put  only  about 
5%  of  their  portfolio  into  Mex- 
ico. Although  Mexico  holds 
potential  rewards  for  those 
willing  to  jump  in  now, 
Glovsky  suggests  you  wait 
until  the  vote  to  make  your 
NAFTA  play.         Amey  Stone 
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WAGING  WAR 
ON  THE 
COLD  FRONT 


Put  those  shorts  away 
and  face  facts:  Winter's 
approaching,  and  the 
cold  season  is  upon  us.  With 
three  virulent  flu  strains  and 
the  usual  200  or  so  types  of 
cold  viruses  circulating,  resign 
yourself.  You  probably  won't 
escape  unscathed. 

Indeed,  one-third  of  all 
Americans  have  had  a  cold  in 
the  last  two  weeks,  says  the 
National  Institutes  of  Health. 
Colds  are  the  most  common 
excuse  for  missing  work.  And 
no,  modern  medicine  still 
hasn't  found  a  cm-e.  But  there 
are  ways,  old  and  new,  that 
can  make  life  a  bit  more  bear- 
able during  the  week  to  10 
days  it  takes  a  cold  to  run  its 
course. 

An  increasingly  popular  no- 
tion is  to  peg  treatment  to 
your  internal  clock.  Doctors 


have  long  known  that 
the  body's  circadian 
rhythm  affects  every- 
thing from  moods  to 
temperatiu'e  and  respir- 
atory factors.  It's  why 
your  cold  feels  worse 
when  you  wake  up 
and  when  you  win< 
down  for  the  night. 
HOT  SOUP.  A  new 
once-a-day  decon- 
gestant may  help: 
Efidac/24  is  a  non- 
prescription drug 
from  Ciba  Consu- 
mer Pharmaceuti- 
cals, approved  by 
the  Food  &  Drug 
Administration 
last  December.  It 
releases  medica- 
tion throughout  a 
24-hour  period  so 
it's  sure  to  be 
in  your  system 
when  you  need  it  most. 
"You're  better  able  to  make 
decisions  about  the  workday 
when  your  cold  medicine  is 
still  working  in  the  morning," 
says  Dr.  Jay  Grossman,  head 
of  the  allergy  division  at  Alba- 
ny Medical  College. 

Strategically  timed  tradi- 


I 


hme  medication  so 

KICKS  IN  WHEN  YOU'RE  FEtUNO 


tional  remedies  can  also  give 
relief.  Drink  hot  tea  in  the 
morning  and  let  Mom  send 
over  some  chicken  soup  at 
night.  "It's  very  important  to 
force  liquids"  to  prevent  de- 
hydration, says  Grossman. 
"And  the  warmth  makes  it 
feel  better  going  down."  Aspi- 
rin, acetaminophen,  and  ibu- 


profen  go  a 
way    in  c, 
aches  and  fe\ 
But  don't 
lieve  everyi 
you  hear.  Gate 
a  chill,  no  ina 
what  time  of  i! 
is,  will  not  nee 
ily  catch  you  a 
And  the  jury' 
out  on  the  mei , 
\  itamin  C. 

While  the  ax  c 
person  will  get  >  n 
two  colds  a  seaMi 
households  with 
dren,  expect  thit 
six.  And  since  i 
cold  viruses  caii 
outside  the  bnn 
.p    to    two  ' 
schools  and  offio 
become  l)rti 
grounds.  Tlie  Ir  - 
vention?  Wash  your 
and  those  of  your  kid> 
since   viral  infection 
transferred  from  hand  to 
or  mouth.  And  when 
come  down  with  the  di 
sniffles  anyway,  mino 
internal  clock.  It's  th< 
reminder  of  what  you  in  ■ 
do  and  when.     Julie  I'i 


With  stock  indexes  hit- 
ting record  highs,  in- 
vestors are  wondering 
whether  it's  time  to  cash  in 
their  holdings.  But  the  prob- 
lem with  bailing  out  when 
the  going  is  still  good  is  that 
you  may  forgo  future  gains. 
On  the  other  hand,  a  win- 
ning stock  could  fizzle,  wip- 
ing out  profits  or  causing 
losses. 

A  way  around  this  dilem- 
ma is  to  use  a  protective 
stop  order.  This  often-over- 
looked strategy  involves 
placing  an  order  with  your 
broker  to  sell  shares  in  a 
particular  stock  automatical- 
ly if  the  price  slips  to  a  pre- 
determined level.  The  order 
itself  costs  nothing;  you  just 
pay  trading  commissions. 
"Stop  orders  not  only  limit 
losses  but  can  lock  in  prof- 
its," says  Douglas  Raborn, 
who  manages  $90  million  for 
individuals  and  retirement 
accounts  at  the  Delray 
Beach  (Fla.)  investment  firm 
bearing  his  name.  Say  you 


Smart  Money 

HOW  TO  KEEP  YOUR  PORTFOLIO 
FROM  PLUNGING  TOO  FAR 


purchased  Conner  Peripher- 
als, a  leading  computer  disk- 
drive  maker,  at  15  in  1992. 
The  stock  peaked  at  25!^  in 
January  before  plunging  to  9 
in  Octobei-.  By  i^lacing  a  stop 


A  stop  order  'will 
trigger  sales  of  stock 
at  preset  levels 


order  at  20K-,  about  20%  be- 
low the  high,  you  would 
have  preserved  52%  of  the 
profit. 

Stop  orders  can  take  the 
anxiety  out  of  tough  selling 
decisions.  "They  avoid  hav- 
ing your  broker  call  and  say: 


'We're  down  seven  points, 
what  do  you  want  to  do?' " 
says  Robert  Clear,  a  broker 
at  Smith  Barney  Shearson 
in  Morristown,  N.  J.  Another 
option  is  to  employ  stop  or- 
ders to  buy  choice  stocks 
during  market  dips.  This  en- 
tails placing  an  order  to  buy 
a  stock  at  $20.  say,  when  the 
present  price  is  $25. 
NO  GUARANTEES.  Discount 
and  full-service  brokers  ac- 
cept stop  orders  for  all  list- 
ings on  the  New  York  and 
American  stock  exchanges. 
Many  also  allow  them  for 
over-the-counter  stocks  on  a 
limited  basis.  Chai'les  Schwab 
permits  stop  orders  for  the 
600  most-traded  NASDAQ 
listings. 

A  stop  order  isn't  an  iron- 


clad safeguard.  For  insta 
you're  not  guaranteed  a 
act  selling  price,  so 
shares  could  be  sold  for 
than  the  preset  level  '.. 
trading  is  extremely  ho; 
Another  drawback  is  tl' 
temporary    price  d' 
could  trigger  your  sto 
der,  causing  you  to  mi- 
on  the  stock's  rebound, 
ing  a  stop  order  10%  to 
below  a  stock's  recent 
price  can  help  preveii 
wanted  sales,  invest 
pros  say.  Raborn  put- 
orders  20%  below  the  ■ 
best  level  since  the  pun 
date.  "We  have  found  tin 
a  wide  enough  band  so  ' 
you  won't  lose  your  j 
stocks,"  he  said. 

Don't  confuse  stop  oi 
with  stop-limit  orders, 
dictate  a  stock  be  sold 
at  a  specified  price, 
problem  is  that  if  your  s 
limit  order  is  at  $93  and 
stock  trades  at  $94  and  t 
skips  to  $92,  your  order 
be  ignored.   Susan  Schei 
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Stay  ut  u  hotel  in  Qatar  inspired  by  the 
pyramids.  A  tower  overluokiii<;  the  water 

in  (ihiea^o.  A  pink  pahiee  in  Waikiki. 
You  il  find  that  each  ofonr  more  than  MKI 
properties  in  61  countries  is  one-ol-a-kind. 

With  services  and  amenities  inspired 

OUR  HOTELS 
\REN'TINSPIREO  BY 
OTHER  HOTELS. 

by  our  experience  with  travelers 
anmnd  the  w(»rld.  For  reservations, 
call  your  travel  prttfessional  or 


800-:}23-3335.  And  remember  to  join 


he  new  ITT  Sheraton  (Hub  International 


on  your  next  stay. 


,    ^      .Mik  jm  jm  Mkjm  ^m-M^ 


ITT 


 I  Sheraton 

OUR  WORLD  REVOLVES  ARDONDYOO 


m  M  A 


m 


Pagers  do  a  lot  more 
these  days  than  just 
beep.  A  slew  of  new  ser- 
vices promises  to  transform 
paging  from  a  system  that 
transmits  phone  numl)ers  to 
one  that  carries  fnll-l)lown  text 
messages  and  other  data. 

Some  paging  operators  have 
recently  begun  .sending  custom- 
ers stock-price  uprlates,  sports 
scores,  and  news  flashes.  In 
late  ()ctol)er,  Skytel  became 
the  fir.st  nationwide  paging  sys- 
tem to  offer  financial 
quotes  twice  a  day  on 
up  to  fow  companies  se- 
lected by  the  customer. 

Also  in  October,  the 
second-largest  paging 
operator,  MobileComm, 
began  sending  wireless 
messages  to  Apple 
Computer's  Newton 
MessagePads  and  oth- 
er personal  digital  as- 
sistants e(|uipped  with 
a  Motorola-designed 
card  that  acts  as  a  ra- 
dio receiver.  The  add- 
on accessory  I'etails  for 
about  $200.  Soon,  simi- 
lar cards  that  can  be 
inserted  into  laptop  and 
notebook  computers 
will  allow  them  to  re- 
ceive messages  over 
paging  fi'equencies,  too. 

Next  year,  the  indus- 
try will  reach  an  impor- 
tant milestone  when 
Skytel  tests  limited  two-way 
messaging.  At  first,  custom- 
ers will  only  be  able  to  send  a 
preprogrammed  acknowledg- 
ment that  they  received  a 
message  or  phone  number. 
Eventually,  Skytel  and  other 
carriers  hope  to  expand  the 
two-way  capabilities. 

These  offerings  will  appeal 
to  the  high  end  of  the  ixiging 
market.  For  one  thing,  they 
require  an  alphanumeric  pag- 


Gadofets 


PAGERS  START  TO  DELIVER 
MORE  THAN  PHONE  NUMBERS 


er,  such  as  NEC's  Courier  and 
Motorola's  Advisor,  which 
have  large  liquid-crystal  dis- 
plays that  show  several  lines 
of  type  and  range  from  $199 
to  $249.  The  services  won't 


the  person  trying  to  reach 
you,  since  prices  have  plunged 
by  50%  in  the  past  five  years 
to  well  below  $100  for  basic 
models.  The  units  are  easier 
to  find:  In  addition  to  special - 


Worth  Noting 


■  MONEY  MATTERS.  Concerned 
alx)ut  th(.'  latest  tax  changes? 
Wondering  where  to  invest 
for  safe  and  high  yields? 
Everi/07ie's  Monet/  Book  hy 
Jordan  E.  Goodman  and  Son- 
ny Bloch  ($24.95,  Dearborn 
Financial  Publishing!  address- 
es a  wide  range  of  finan- 
cial planning  topics  and  lists 


l)e  cheap,  either.  Skytel's  new 
Sky  Quote  service  costs  $10  a 
month,  in  addition  to  $50  or 
$60  for  basic  nationwide  al- 
phanumeric paging. 

Meanwhile,  Motorola,  Pana- 
sonic, NE(_',  and  Uniden  are 
busily  ujxlating  traditional  nu- 
meric pagers  with  snazzy  de- 
signs, neon  colors,  and  other 
features  (table).  Demand  is 
l)Ooming  for  these  devices, 
which  display  the  numbei'  of 


more  than  5,000  resources. 
■  NEEDY  CAUSES.  The  Ameri- 
can Institute  of  Philanthropy's 
free  Giver's  Charity  Rating 
Guide  analyzes  the  cost  of 
fund-raising  and  other  relevant 
data  on  more  than  300  charita- 
ble organizations  in  36  fields, 
fi'om  AlD.s  and  cancer  to  litera- 
cy and  the  environment. 
Write:  AIP,  4579  Laclede  Ave., 
Suite  136,  St.  Louis,  Mo. 
63108;  314  454-3040. 


ized  dealers,  a  swarm  of  mass 
merchandisers,  department 
stores,  and  electronics  chains, 
such  as  Circuit  City,  Macy's, 
and  Target,  are  teaming  up 
with  paging  networks  to 
hawk  a  variety  of  models. 
OPERATOR  FEES.  Picking  the 
right  service  goes  hand  in 
hand  with  choosing  a  pager. 
Nearly  all  pagers  receive  ra- 
dio waves  using  a  crystal  that 
is  ground  at  the  factory  to 
resonate  at  a  set  frequency 
for  a  specific  network.  The 
design  makes  it  difficult  to 
switch  carriers— unlike  cellu- 
lar phones,  which  use  com{)Ut- 
er  chips  for  transmitting  and 
can  be  readily  i-eprogrammed 
to  run  on  a  different  system. 
So  it  pays  to  check  out  the 
jjaging  networks  in  your  area 
for  (juality,  reliability,  and 
price,  then  head  to  a  retailer 
that  has  hooked  up  with  your 
jjreferred  cari'ier. 


Service  ojjtions  on  any 
en  network  vary  quite  a 
Most  people  with  num 
pagers  opt  for  local  serv 
which  covers  a  metropol; 
area.  It  runs  $8  to  $15  mo; 
ly,  excluding  pager  rental  : 
of  $3  to  $10  if  you  decide 
to  buy.  There's  also  extt 
ed  local  coverage,  such 
Southern  California  or 
Northeast  corridor,  for  a 
dollars  more.  Monthly  reg 
al  Imaging  for  the  Midwest, 
example,  costs  al: 
$25  to  $34.  Nationv 
service  runs  $40  to 
a  month,  but  it  m 
not  be  blanket  co^ 
age:  Only  MobileCo 
transmits  in  all 
states,  the  Virgin 
lands,  and  Puerto  E 
Add  $10  or  s( 
month  for  alphanum 
pagers.  Keep  in  n" 
there  are  additional 
because  people  senc 
a  message  must  die 
it  to  an  operator 
transmission.  The  op 
tor  charge  for  100  r 
sages  a  month  ran 
from  $12  to  $18.  (If 
send  messages  froi 
laiitoj)  with  a  radio 
dem,  there's  no  chai 
That's  still  a  bar| 
compared  with  $4 
month  for  basic  cell 
service,  plus  25t  to 
per  minute  for  every  call, 
wonder  3.4  million  rr 
Americans  are  expectec 
clip  pagers  to  their  belts 
year.  Lois  Titer 


THE  LATEST  IN 
NUMERIC  PAGERS 

Model/Make  Price 


BUSINESS  CARD/NEC  $2' 
Full-featured,  credit-card  size 

DATA:  BUSINESS  WEEK  • 
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lart  business  people  recognize  value  for  money.  1994 
;inessWeek  planners,  at  30%  off  the  regular  price,  represent 
f  value  for  money.  Available  separately  or  in  matching  black 
/ed  leather  Sets.  The  design  is  sleek  yet  practical,  with 
nonth  calendars,  week-to-view  appointment  spreads,  and 
iprehensive  travel  &  business  information  sections. 
!se  are  planners  with  a  plus. 


1  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
i  in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner, 
y  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
tish  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
rds,  and  silver-edged  pages.  Full 
le  stamping  is  complimentary. 


tetails  on  customization  options  and  special 
tity  discounts  call  Amanda  Kane  on  201461  0040 
(fl/s  and  workmanship  fully  guaranteed  or  your  money  back 


USA  Credit  cird  holders  mav  call 

TOLL-FREE  800-247-2570 

In  luwa  f«)l)-,!H2  2Slill 
.Ask  Uperalur  1*1  for  Dept  BCMHP4 
We  honor  .AmExjDiners/Visa'MasterCard 


Desk  Planners: 

Wit"  X  8V2" 

Pocket  Planner 

6'' Is"  X  33/8" 

Wallet  Planner: 

7^74"  X  374" 


lame  (Mr/Mrs/Ms)_ 

ompany  

.ddress 


ip/Postcode_ 
ob  Title 


State/Country_ 


Tel 


Z]  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
ustomization  options. 

'ull  name  for  blocking  

hp  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER, 

ept.  BC4HP4  P  O.  Boxl597,  Fort  Lee,  NJ07024.  USA  Fax  201  461  980S  or 

,0.  Box  13.  Great  Missenden,  Bucks  HP16  OPZ  ENGLAND  Fax:  44  494  890757  or  Suite  C.  22nd 

loor.  Yiko  Industrial  Building,  10  Ka  Yip  Street.  Chaiwan.  HONG  KONG  Fax  S52  5589246 


Item 


Black  Desk  &  Pocket  Planner  Set 


ilack  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


BW210 


BW207 


BW204 


BWlOl 


Regular  Price 


US$95.00 


Your  Price 


US$32.95 


US$24,95 


US$12.95 


US$95.00 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner.  Boxed  for  gift  presentation  with  complimentary  silver  blocking  of 
your  name  on  both  items) 


Pnces  include  delivery  by  siirfa-^e  mail 
but  do  Dot  mclude  local  duties  or  taies. 
Delivery  commenm  September  1993 


Personalization  US$4.75  per  item 
Handling  &  Packing  US$2  25  per  item 


D  Check  enclosed  payable  to  'BusinessWeek  Planner' 
Q  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed} 
□  charge  to  □  AmEx    □  Diners  Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 


Total  US$ 


Expiration  I 


Tlie  1993  Business  WeeUDeloitte  &  Toiiche  Health  Cai'e  Smimiit 

Ainencan  Business  and  Health  Care  Refonn:  Panacea  or  PrecUcainent? 

Witli  the  support  of  Varian  Associates,  Inc. 

WiUartl  Hotel,  Waslun{;1(.ii,  D.C,  Noveiiil.er  16-17,  1993 

Priority  One:  Finding  tlie  cure  for  licaltli  care  ui  America.  The  ullimate  \vell-l)eiiig  ol  our  nation's 
health  care  system  is  now  in  the  hands  of  a  select  group  oi  decision  makers.  POr  two  days  in  Novenil)er.  you  are 
invited  to  join  in  coiporate  sponsorship  with  renowned  professionals  who  will  he  instrumental  in  managing  the 
changes  in  American  health  care. 

The  1993  Business  Week/I )eloitte  &  Touche  Health  Care  Sunimil  piovides  a  select  group  of  corporalc 
sponsors  a  tlirect  dialogue  with  some  of  our  country's  most  inlliieiitial  policv  makers:  The  Cf'Os.  labor  leaders, 
academics,  government  officials  and  leaders  in  health  care  and  allied  industries. 

A  distinguished  roster  of  guests  and  an  impressive  arrav  of  t(»pics  including  "The  Impact  of  Health  Care  Refonn 
on  the  L.S.  Business  Community"  and  "The  Nuts  and  Bolts  ol  Health  Care  Reform:  How  Will  It  Worky", 
promise  to  make  this  conlerence  a  trulv  remai  kahle  event. 

Featured  speakers  to  date  include:  Robert  A.  (jo.  Managing  Director,  Health  Care.  Deloitte  &  louche; 
Helen  Darling,  Manager,  Health  Care  Strategy  and  Programs,  Xerox  Corporation;  Clark  KeiT,  Vice  President 
lor  (/overiiment  Affairs.  Memhei-  of  the  hoard.  Bank  of  Amenca.  Washington  Business  (iroup  on  Health. 

Attendance  is  by  invitation  only.  A  limited  number  of  coiporate  sponsorshi|)s  are  availal)le.  For  sponsorsliip 
uifornialioii.  contact:  William  H.  DeGraff,  Director  of  Sales,  Strategic  Programs,  212..512.6012. 


Deloitte  & 
Touche 
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!ODUCTION 

ige  from  last  week:  0  2% 
ige  from  last  year:  6,1% 


1 967=  100  (four-week  moving  overage) 


LEADING 

Cfionge  from  last  week:  0,2% 
Cficnge  from  lost  year:  8,0% 


Oct.  23 
192.4 


Oct.  23 
235! 


Oct,  16 
192.0 


Oct.  Feb  June  Oct 

1992  1993  1993  1993 

production   index  increased  slightly  in  the  week  ended  Oct.  23.  On  a 

onally  adjusted  basis,  output  levels  of  paper,  lumber,  and  autos  rose,  while 

luction  of  crudensil  refining,  coal,  paperboord,  and  rail-freight  traffic  all  declined 

ng  the  week.  Steel,  truck,  and  electric-power  output  levels  were  unchanged 

re  calculation  of  the  four-week  average,  the  index  stood  at  193.3,  unchanged 
the  previous  week, 

BW  production  Index  copyright  1993  by  McGrow-Hill  Inc. 


230. 
225  . 
220. 
215  1 


Oct.  16 
234.6 


Oct,  Feb  June  Oct, 

1992  1993  1993  1993 

The  leading  index  rose  during  the  week  ended  Oct  23,  helped  in  large  port  by 
the  continued  rally  in  the  stock  market  In  addition,  the  growth  of  materials  prices 
improved,  and  the  number  of  large-bustness  failures  fell.  However,  the  grov/th  rotes 
of  both  real  estate  loons  and  M2  slowed,  while  bond  yields  were  little  changed 
Before  calculation  of  the  four-week  average,  the  index  dropped  to  234.9,  from  a 
reading  of  236.8  the  week  before. 

Leading  index  copyright  I  993  by  Center  for  International  Business  Cycle  Research 
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Latest 

Week 

%  Change 

week 

ago 

year  ago 

(10/30)  thous.  of  net  tons 

1,910 

1,901# 

9.5 

S  1 10/30)  units 

130,223 

137,467r# 

2.4 

KS  (10/30)  units 

1 13,050 

1 13,994r# 

15.5 

FRIC  POWER  (10/30)  millions  of  kilowatt-hours 

53,836 

54,477# 

-0.2 

)E-Oll  REFINING  ( 10/30)  thous.  of  bbl./day 

13,708 

13,578# 

10 

(10/23)  thous.  of  net  tons 

1 9,445# 

19,316 

1.2 

RSOARD  (10/23)  thous.  of  tons 

826.3# 

830.5r 

2.8 

I  (10/23)  thous.  of  tons 

807.0# 

777.0r 

2.2 

lER  (10/23)  millions  of  ft. 

490.4# 

485.1 

2.9 

FREIGHT  ( 1 0/23)  billions  of  ton-miles 

23. 2# 

22,9 

5  5 

ces:  American  Iron  &  Steel  Institute,  Word's  Automohve  Reports,  Edison  Electric  Institute, 
can  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
erican  Railroads 


latest 
week 

Week 
ago 

Year 
ago 

4ESE  YEN  (11/3) 

107 

108 

123 

IAN  WARK  (11/31 

1.70 

1  68 

1  58 

SH  POUND  (11/3) 

1.48 

1.47 

1  54 

CH  FRANC  (11/3) 

5.91 

5.87 

5,37 

DIAN  DOLLAR  (ii/3) 

1.31 

1.32 

1  25 

5  FRANC  (11/3) 

1.50 

1.48 

1  42 

:an  peso  (ii/3)> 

3. 113 

3.1 13 

3.109 

es:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U.S.  dollar,  exc€ 
expressed  in  dollars 

pt  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

(ll/3)$/troy  oz. 

363.550 

371  500 

7.6 

SCRAP  (11/2)#1  heavy,  $/ton 

131.50 

131.50 

46  9 

STUFFS  (11/2)  index,  1967=100 

215.6 

215,7 

9.4 

•R  (10/30)  C/lb. 

84.4 

84.5 

-19.6 

INUM  (10/30)  </lb. 

50.6 

52,0 

-5.1 

F  (10/30)  #2  hard,  $/bu. 

3.38 

3.39 

-5.1 

'N  (10/30)  strict  low  middling  l-l/16in 

C/lb.  56.25 

55  50 

18.8 

is:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Reseorch  Bureau,  Metals 
Kansos  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (10/29)  S&P  500 

465.73 

465.87 

11,1 

CORPORATE  BOND  YIELD,  Aao  (io/29| 

6.73% 

6.63% 

-16.6 

INDUSTRIAL  MATERIALS  PRICES  (10/29) 

94.4 

94.4 

-2.0 

BUSINESS  FAILURES  (10/22) 

339 

349 

-14.6 

REAL  ESTATE  LOANS  (10/20)  billions 

$404.6 

$407.4 

0.7 

MONEY  SUPPLY,  M2  (10/I8) billions 

$3,503,7 

$3,504. 8r 

1.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  ( 10/1 6)  thous 

351 

344 

-6.6 

Sources:  Stondard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seosonc 
data  on  business  failures  and  real  estate  loons 

jn  &  Brad- 
ally  adjusts 

■:M:ij:ivi^<.;;  .i.'.iiji.'ii  iii.w.h^^^^^H 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

PERSONAL  INCOME  (Sept  )  annual  rate,  billions 

$5,440.1 

$5,429.7r 

5.2 

CONSUMER  SPENDING  (Sept )  billions 

$4,432.4 

$4,417  8r 

5.6 

12  LEADING  INDICATORS  COMPOSITE  (Sepi  )  index    153  6 

152  9 

3  3 

NEW  HOME  SALES  (Sept.)  annual  rate,  thous. 

762 

631 

13,4 

Sources:  Commerce  Dept.,  BLS 

^  M  :VII M  fVA  M 'I^HBHI^^^ 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (10/I8) 

$1,1 17.9 

$l,H3.4r 

1 1.2 

BANKS'  BUSINESS  LOANS  (10/20) 

271.0 

270.5r 

-2.6 

FREE  RESERVES  (10/27) 

857 

672r 

-10  1 

NONFINANCIAL  COMMERCIAL  PAPER  (10/20) 

161.1 

160,8 

10  3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

free  reserves, 

which  are  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yeor 
ago 

FEDERAL  FUNDS  (II/2) 

3,02% 

3,03% 

3.07% 

PRIME  (1 1/3) 

6,00 

6,00 

6,00 

COMMERCIAL  PAPER  3-MONTH  (I1/2) 

3,37 

3  28 

3.48 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/3) 

3.37 

3  28 

3.42 

EURODOLLAR  3-MONTH  (10/29) 

3,29 

3,25 

3.46 

Sources:  Federal  Reserve  Board,  First  Boston 


'data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
tern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=Not  available     r=revised     NM  =  Notmeaningful 
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(olibii 

Vw*^  LE  GRAND 

Lifetime  Mechanical  Warranty 
Available  at 


or  call  1-800-556-7354 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Asea  Brown  Boveri  146 
A.  Gary  Shilling  122 
Alcor  Chemie  48 
Alliance  Copital 

Monagement  176 
Allstate  Insurance  122 
American  Airlines  45 
American  Diversified  Sovings 

Bonk  156 
AMR  122,  146 
Andersen  Consulting  56 
Aposco  176 

Apple  Computer  30,58,180 
Arnhold  &  S. 

Bleichroeder  162 
AT&T  51,52,56,58 
Atoka  Exploration  116 

B 


Bank  of  America  78 
Bank  of  Boston  45 
Bank  of  New  York  45 
Bear  Stearns  122,  160 
Best  Buy  154 
BMW  146 
Boemg  52,  146 
Borland  Internotional  146 
British  Aerospace  56 
British 

Telecommunications  51,56 
Brown  Brothers  Harriman  45 
Burger  King  62,  146 


Capitol  Markets 

Assuronce  22 
Carmike  Cinemas  44 
Corville  &  Begola  163 
CB  Finonciol  156 
Chorles  Schwab  17 
Chemical  Bank  158 
Chrysler  6,  122,  146 
Ciba  Consumer 

Phormoceuticols  17 
Cifro  176 

Cincinnati  Milocron  146 
Circuit  City  180 
Clayton,  Dubilier  &  Rice  70 
Coca-Cola  176 
Colgote-Palmolive  70 
Columbio  Healthcare  146 
Columbia  Pictures  44 
Compaq  Computer  146 
Computer  Sciences  56 
Conner  Peripherals  17 
Continental  Airlines  56 
Coopers  &  Lybrand  56 
Costco  Wholesale  45 
Crystal  Semiconductor  119 
CSC  Index  56 


D'Arcy  Masius  Benton  & 

Bowles  62 
Daimler  Benz  48 
Dana  146 
Dataquest  56 
Deere  146 


Dentsply  International  1 16 
Deutsche  Bonk  48 
Deutsche  Bundespost 

Telekom  51 
Dickey  john  116 
Dreyfus  176 
DRl/McGrow-Hill  52 
DuPont  70,  122 


Eostman  Kodak  30,  33,  154 
Echlin  36 

Electronic  Data  Systems  56 
Emerging  Mexico  Fund  176 
Emerson  Electric  146 


First  Boston  56 

First  City  Bancorporation  of 

Texas  158 
Florida  Center  Bank  156 
Ford  6,  10,36,  122,  154 
Forstmann  Little  70 
France  Telecom  51 
Freiberger  Precisions 

Mechanik  48 
Fu|i  Photo  Film  154 
Future  Graphics  70 


Gartner  Group  56 
GE  45,  146 
Gillette  146 

GM  36,40,56,70,  116, 
122,  146 

Goodyear  146 

Grond  Metropolitan  62,  146 

GrupoDESC  176 

Grupo  Industrial  Bimbo  176 

Grupo  Industrial  Maseco  176 

GTE  58 

G-T.  Latin  American  Growth 
Fund  176 


Horris  35 

Harris  Securities  158 
HCA-Hospitol  Corp.  of 

America  146 
Hewlett-Packard  30,  146 
Honda  154 
Hughes  Aircraft  45 
Hyponex  70 


IBM  56,58,70,  122 

Integrated  Systems 

Solutions  56 
Intel  36,  146 
Intellectuol  Property 

Reserve  73 
International  Communication 

Materials  70 
Interpublic  Group  of 

Companies  146 
ITT  70 


Kendall  70 
KFC  56 

Kidder  Peobody  34 
KimberlyClork  176 
Kmart  10,45,  122 
Kohlberg  Krovis  Roberts  70 
Kooperativo  Forbundet  56 


Lawrence  Fund  158 
Leaf  Systems  33 
Lehman  Brothers  6 
Lexmark  International  70 
Lufthansa  56 

M 


Macys(R,H.)  180 
Marksmen  Monagement  6 
McDonald's  6,  62,  146 
McDonnell  Douglas  56 
McGraw-Hill  28,  163 
MCI  51 

Medco  Containment 

Services  146 
Media  Vision 

Technology  119 
Mercedes-Benz  146 
Merck  146 
Merrill  Lynch  56,  162 
Merrill  Lynch  Latin  American 

Fund  176 
Mexico  Equity  &  Income 

Fund  176 
Mexico  Fund  176 
Midwest  Data  Resources  58 
MMS  International  28 
MobileComm  180 
Monsanto  10 

Montgomery  Securities  160, 
162 

Morgan  Stanley  146 
Motorola  30,  34,  180 
N 


Nolco  Chemicol  146 
National  Steel  38 
Nikon  30 

Nine  West  Group  36 
Nissan  154 
North  Star  Steel  38 
Novell  78 
Nu'kote  70 
Nucor  38 


O.M.  Scott  70 
Orlando  Magic  146 
Oshkosh  B'Gosh  146 


PACE  Membership 

Warehouses  45 
Pacific  Telesis  45 
Packaging  Corp.  of 

America  36 
Panasonic  180 
Paramount  Pictures  44 
Porker  Hannifin  36 
Patent  Enforcement  Fund  78 
Patent  Protection  Institute  78 
PDR  Information  Services  58 
PepsiCo  70 
Perot  Systems  56 
Philip  Morris  146 
Pillsbury  62 
Price  45 

Procter  &  Gamble  8,  146 


Random  House  163 
Reebok  Intt-rnotionol  146 
Reliance  Electric  70 
Remington  Arms  70 
Remington  Financial 
Group  156 


Revco  62 
RJR  Nabisco  70 
Roulston  36 
Ryder  System  162 

s 


Saxonia  Airlines  48 
Score  Board  8 
Scudder  Latin  Americc 

Fund  176 
Sears  36,  122,  176 
Shaw  Industries  36 
SHL  Systemhouse  56 
Sierra  Semiconductor 
Simon  &  Schuster  }6^[' 
Skytel  180 
Smith  Barney  Sheorso 
Snopple  Beverage  6 
Sony  154 
Southwest  Airlines 
Sovereign  Bancorp  1( 
Storage  Technology 

T 


ICf 


10 


Toco  Bell  56,  146 
Target  !80 
Technomic  62 
Tele-Communications 
Templeton  Worldwide 
Tenneco  36,  45 
TTN  48 
TWA  45 

Twentieth  Century  Fo) 
Film  44 

*1 

U  - 

l_ 

m 


Uniden  180 
United  Airlines  45,  1' 
Universal  Studios  44 
U  S  West  58,  122 
USX  38 


Value  Line  6 
Von  Kompen  Merritt 
Vector  176 
Vertex  8 
Volkswagen  48 
VPL  Reseorch  116 

w 


1: 


Wal-Mort  10,45,  1217 
Walt  Disney  44 
Warner  Bros.  44 
Wasserstein  Perella 
WBX  Partners  78 
Weirton  Steel  38 
Wendy's  62 
Westinghouse  Electric  1!? 
Willkie  Farr  &  Gollagl  W 
Wilshire  Technologies 
Woolworth  146 


n. 


i 


Ul 


Xerox  30,45,70 
Y 


H 

iniij 

Yomoha  119 

Yankee  Group  51,5(fP''f 

'«!?; 
'llolt 

Zocks  Investment  Resf 
Zenith  Electronics  14 
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ivestment  Figures  of  the  Wee 


lENTARY 

t  economic  news  set  off  o 
if  fear  and  loathing  in  the 
ind  stock  markets  Yields  of 
r  Treasuries  climbed  to 

on  Nov.  3,  on  the  heels  of 
^at  new-home  sales  climbed 

September.  Also,  traders 
ismoyed  by  a  0.5%  in- 
in  the  index  of  leading  indi- 
during  September.  Reacting 
)ad  tidings  in  the  bond  mar- 
I  related  jitters  among  utili- 
cks,  the  stock  market  sank 
r.  3,  with  the  Dow  Jones  in- 
I  average  falling  36  points. 


STOCKS 

Nov      May     Nov    Oct.  28-Nov  3 


BONDS 

Nov      May      Nov     Oct.  28-Nov.  3 


52-week  change 
+  1 1.0% 


■465  1500 
1  463  02 


1  -week  change 
-0.3% 


Jib 


52-week  change 
+  13.5% 


1-week  change 
-1.7% 


THE  DOllAR 

Nov.      May      Nov.     Oct.  27-Nov.  3 


1610  80 
1596  9'. 
1585  70 


1560  60 


52-week  change 
+  2.9% 


1-week  change 
-0.2% 


RKET  ANALYSIS 

%  change 

TOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 

3661.9 

-0.1 

13.6 

90-DAY  TREASURY  BILL  YIELD 

3.14% 

3.15% 

3.08% 

E  COMPANIES  (S&P  MidCap  Index) 

173.4 

-0.4 

17.3 

30-YEAR  TREASURY  BOND  YIELD 

6.12% 

6.00% 

7.69% 

COMPANIES  (Russell  2000) 

257.1 

0.4 

28.8 

S&P  500  DIVIDEND  YIELD 

2.62% 

2.69% 

2.95% 

MPANIES  (Russell  3000) 

267.3 

-04 

13.0 

S&P  500  PRICE/EARNINGS  RATIO 

22.4 

22.2 

22.4 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Latest 

Week 

52-weeh 

ON  STOCKS 

S&P  500  26-week  moving  average 

453.5 

452.6 

Positive 

N  (FINANCIAL  TIMES  100) 

3162.3 

0.3 

17.5 

Stocks  above  26-week  moving  average 

62.3% 

62.0% 

Neutral 

(NIKKEI  INDEX) 

19,381  2 

-2.3 

13.6 

Speculative  sentiment:  Put/call  ratio 

0.40 

0.38 

Neutral 

TO  (TSE  COMPOSITE) 

4244.7 

1.1 

26  9 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.38 

2.32 

Neutral 

lUSTRY  GROUPS 


WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  In  group 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week  52-week 


Price 


ES 

15.7 

-15.7 

REEBOK  INTERNATIONAL 

26.8 

11.1 

31  Vs 

OMOBILES 

14.4 

74.7 

CHRYSLER 

17.9 

112.4 

57  Vs 

ADCASTING 

14.0 

-68.4 

COMCAST 

25.4 

200.9 

41  Vs 

ACCO 

13.0 

-27.7 

PHILIP  MORRIS 

17.2 

-29.3 

53 

D  MINING 

12.8 

57.1 

PLACER  DOME 

18.5 

93.8 

23  'A 

-WEEK  LAGGARDS 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

LUTION  CONTROL 


AND  GAS  DRILLING 


OR  REGIONAL  BANKS 


IRANCE  BROKERS 


INSURANCE 


-13.6 


-27.5 


WMX  TECHNOLOGIES 


-12.5 


12.6 


HELMERICH&  PAYNE 


-9.7 


1 1.6 


FIRST  UNION 


-8.6 


-15.1 


MARSH  &McLENNAN 


-8.1 


17.7 


TORCHMARK 


-16.2 


-32.6 


-13.1 


22.6 


-15.3 


7.9 


-9  4 


■^13.9 


-16.0 


-9  5 


25  1/8 


29  % 


40 


80  'A 


46  '/2 


TUAL  FUNDS 

iRS 

ek  total  return  % 

LAGGARDS 
Four-week  total  return 

% 

;SCO  STRATEGIC  GOLD  19  1 
GAN  STANLEY  INSTITUTIONAL  ASIAN  EQUITY  18.8 
RILL  LYNCH  DRAGON  A                    18  2 

DFA  JAPANESE  SMALL  COMPANY 

EQUITY  STRATEGIES 

FIDELITY  SELECT  NATURAL  GAS 

-9.0 
-8.8 

-6.5 

1  total  return  % 

52-week  total  return 

% 

>(GTON  STRATEGIC  INVESTMENTS  1814 
3  GROWTH  92  1 
L  MIDAS  GOLD                             78  1 

PILGRIM  CORPORATE  UTILITIES 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

JENSEN 

-13.5 
-9.8 
-6.2 

4-week  total  return 


MORNINGSTAR  INC. 

fllHH    Average  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


amounts 

ent  the  present 

>f  $10,000 

id  one  year  ago 

I  portfolio 

ages  indicate 
/  total  returns 


Foreign  stocks 
$14,533 
-0.1 1  % 


Treasury  bonds 
$12,466 

-1.67% 


U.S.  stocks 
$11,389 

+0.89% 


DRI/McGRAW.HILL 


nil 


Gold 
$10,714 

-1.43% 


Money  market  fund 
$10,219 
+0.04% 


an  this  page  ore  as  of  market  close  Wednesday,  Nov  3.  1993,  unless  otherwise  indicated. 
iroups  include  S&P  500  companies  only;  performance  ana  shore  prices  are  as  of  market  close 


Nov.  2  Mutual  fund  returns  are  as  of  Oct,  29.  Relative  portfolios  are  valued  as  of  Nov.  2.  A  more 
detailed  explonotion  of  this  page  is  avoiloble  on  request. 
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WELCOME  TO  THE  AGE 
OF  DISINFLATION 


RACISM  DIDN'T  WIN 

IN  AMERICA'S  CITIES  

With  the  defeat  of  New  York  Mayor  David  Dinkins, 
the  five  largest  cities  in  the  U.  S.  will  be  gov- 
erned by  white  chief  executives.  Just  a  few  years 
ago,  Los  Angeles,  Philadelphia,  Chicago,  and  New  York  were 


all  led  by  black  mayors.  Yet  it  would  be  too  easy  to  disnfe 
Republican  Rudolph  Giuliani's  New  York  victory  as  simplsia 
referendum  on  racial  polarization. 

Simply  put,  our  cities  don't  work.  They  are  riddled  \^ 
crime,  corruption,  bureaucratic  inefficiency,  and  sens'  l 
barriers  to  business  expansion.  Schools  don't  teach,  roads  •< 
falling  apart,  drugs  and  violence  are  pandemic,  and  an  ar 
of  "ment-chems"— mentally  ill,  chemically  addicted  peoji 
panhandle  aggressively  on  street  corners,  creating  a  thn 
ening  atmosphere  in  our  public  space,  especially  for  won 
children,  and  the  elderly. 

Not  surprisingly,  voters  want  a  change.  Urban  dwelli 
black  and  white  alike,  are  looking  for  candidates  who 
come  up  with  imaginative  solutions  without  new  buream 
cies  or  onerous  tax  hikes.  African  Americans  won  ma\  i 
contests  this  year  across  the  country,  but  in  those  < 
paigns,  the  fight  for  a  Hberal  agenda  gave  way,  in  la 
part,  to  new  imperatives— jobs  and  safety.  The  result  i 
new  generation  of  black  mayors  who  sound  more  like  Clir 
New  Democrats  than  Jesse  Jackson  liberals.  In  Detroit 
Cleveland,  voters  on  Nov.  2  chose  black  mayors  who  st  re- 
jobs,  education,  and  crime  prevention. 

The  truth  is  that  policy,  more  than  race,  determined 
year's  big-city  elections.  And  that  is  as  it  should  be. 


HEALTH  CARE  NEEDS 

A  NATIONAL  FRAMEWORK 

Hillary  Rodham  Clinton  was  only  partially  right  w 
she  went  before  the  American  Academy  of  Pediat 
to  charge  health  insurers  with  bringing  America 
the  brink  of  bankruptcy  because  of  the  way  that  they  hav 
nanced  health  care."  Truth  is,  until  the  late  1980s,  insurer 
nanced  health  care  exactly  the  way  the  doctor  orde: 
Physicians  performed  whatever  procedure  they  deemed 
essary.  Insurers  meekly  paid  the  bill— and  passed  on 
cost  to  business. 

Corporate  America  finally  put  the  brakes  on  this  and 
vested  time  and  money  in  health-cost  containment.  The 
suit?  Health-care  premiums  are  rising  by  only  8%,  d( 
from  11%,  the  slowest  increase  in  five  years.  There's  a  1 
way  still  to  go,  but  at  least  business  has  turned  the  cor 
unlike  Medicare  and  Medicaid,  the  federal  governme 
health  plans. 

Yet  just  as  employers  start  to  get  results,  the  Clint 
Health  Security  Act  proposes  to  gut  their  efforts.  Si 
and  medium-size  employers  would  lose  control  over  he 
benefits— and  just  write  checks  to  purchasing  cooperati 
And  the  large  employers  that  have  forced  cost  efficiency  < 
the  medical  industry  would  be  set  back  20  years,  as  the  F 
ident's  plan  subjects  them  to  increased  state  regulation- 
the  whims  of  whatever  medical  interest  group  has  the  ea 
legislatures  (page  35). 

Fortunately,  the  Clinton  plan,  which  has  many  good 
tures,  can  be  modified  on  Capitol  Hill.  The  new  health  sy^ 
that  emerges  from  Congress  should  include  health  ben<  , 
that  are  built  on  a  national  framework— not  Balkanizec 
state  regulation. 


A rare  disinflationary  expansion  is  coursing  through 
America's  economy.  Falling  prices  are  setting  off  a 
boom  right  where  the  economy  needs  it— in  capital 
equipment.  Capital  spending,  led  by  expenditures  for  high- 
tech gear,  has  been  galloping  ahead  at  a  1.5%  annual  rate  for 
the  past  six  quarters.  At  $185  billion,  spending  on  high-tech 
equipment  is  up  45%  since  mid- 1991  and  is  now  larger  than 
the  total  amount  of  money  going  into  all  nonresidential  con- 
struction, including  plants,  offices,  shopping  centers,  etc. 

Disinflationary  expansions  are  something  of  an  economic 
oxymoron.  Economic  theory  suggests  that  surging  demand 
for  products  normally  generates  pressures  for  higher,  not 
lower,  prices  and  produces  higher,  not  lower,  inflation.  This 
time,  however,  the  opposite  is  happening.  Fast-moving  chang- 
es in  digital  technology  are  sending  prices  on  computer- 
based  equipment  plummeting.  Third-quarter  prices  for  high- 
tech capital  goods  were  an  amazing  8.3%  lower  than  a  year 
earlier.  These  lower  prices,  in  turn,  generated  enough  de- 
mand to  boost  spending  by  an  impressive  20.8%. 

Welcome  to  the  Age  of  Disinflation.  Pricing  power  is 
dead.  Price  cutting  is  king.  With  stagnant  income  growth  in 
the  U.  S.,  Europe,  and  Japan,  price  cutting  is  key  to  boosting 
consumer  demand,  sales,  and  profits  (page  146). 

The  Age  of  Disinflation  is  being  bom  of  two  connected  glo- 
bal forces— vast  technological  change  and  the  opening  of 
international  markets.  While  technology  drives  down  the 
cost  of  computer  chips,  the  spread  of  markets  to  formerly 
communist  and  statist  economies  pushes  down  the  cost  of  la- 
bor, goods,  and  even  services.  In  Detroit,  auto  workers  com- 
pete against  counterparts  in  Mexico.  In  Silicon  Valley,  soft- 
ware writers  go  head  to  head  with  programmers  in  Russia 
and  India. 

Many  corporations  are  blazing  trails  into  the  new  disinfla- 
tionary wilderness.  The  mantra  for  the  '90s  is  "price  deter- 
mines process."  The  game  is  to  learn  what  customers  are 
willing  to  pay  for  a  product,  then  reverse-engineer  the  corpo- 
rate process  to  hit  that  target.  Instead  of  price  being  based 
on  a  company's  costs,  price  now  drives  those  costs. 

The  new  world  of  disinflation  demands  a  reorganization  of 
coiporate  behavior  to  ensiu'e  speed,  flexibility,  and  innovation. 
Companies  that  shed  too  many  skills  and  competencies  in 
search  of  the  last  penny  may  find  themselves  unable  to  reen- 
gineer  themselves  and  unprepared  to  fight  the  pricing  wars 
of  the  late  20th  century. 
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Making  a  big  world  smaller. 


What  difference  does  it  make  tfiat  Luftfiansa  flies 
to  more  international  destinations  thian  any  otfier 
single  airline"^  Or  that  every  40  seconds  a 
Lufthansa  plane  takes  off  or  lands  in  one  of  180 
cities  around  the  world"^  The  point  is  that  over  the 
years  every  experience  with  every  traveler,  from 
every  corner  of  the  world,  has  helped  us 
understand  you  We've  come  to  know  cultures 
and  customs  from  around  the  globe.  All  the  better 
to  help  you  feel  at  home  everywhere,  on  the 
ground,  and  in  the  air  Even  in  many  cities  we 
don't  fly  to.  you'll  find  a  Lufthansa  office  ready  to 
serve  your  needs.  Experience  that's  worldwide 
and  worldwise.  It's  a  difference  that's  helped  us 
make  friends  with  a  world  full  of  travelers. 
And  that  can  make  this  big  world  feel  very 
small  indeed. 


A  passion  for  perfection.® 

For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  tfie  mileage 
programs  of  United,  Delta  and  USAir 


©  Lufthansa 
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Imagine  a  PC  That's  Destined  To 
Dominate  Tlie  Performance  Race. 

'  •  Set  your  sights  on  superior  performance. 

.  With  the  new  DECpc™ XL  Series  from  Digital. 

i486™or  Pentium™ powered  and  ready  to  lead  the 
way  today.  With  a  breakthrough  design  that  can 
•   help  you  dominate  tomorrow.  They're  the  first  PCs 
■  ^  '   .    that  can  actually  grow  from  i486  to  Pentium  all  the 
:    .  ^       way  up  to  Alpha  AXP™—  the  fastest  microprocessor 
on  the  planet.  The  XL  PCs  are  even  ready  to  convert 
to  future  generations  of  these  processors.  Creating 
.  ■  ' ,  '  ■.       wider,  faster  lanes  for  all  your  data  with  a  unique 
use  of  PCI  local  bus  technology.  While  offering 
■ .    future  options  that  protect  your  investment  by 
,  ,      .  ,'  going  far  beyond  traditional  expandability. 

■  "  ■  Imagine.. .a  PC  so  powerful,  so  progressive 

and  so  incredibly  cost-effective.  For  more 
.   '  ,       ,  information  on  setting  a  faster  pace  for  your" 

"  business,  talk  to  the  people  at  Digital. 

Today  Call  1-800-215-8760 
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Nothiiig  opens  up  ^^ 


Now  theres  a  processor  for 
PC  users  who  want  better 
Windows  peifonnance.  The 
Intel  processor. 
Whether  youVe  calculating  spreadsheets, 
creasing  documents  or  trying  out  the  newest 
PC  game,  the  hitelDX2  processor  delivers 
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ap  to  twice  the  processor  peif  omiance  of  our  processor  is  fast  becoming  the  standard  for 
processor  at  a  comparable  system  price.  Windows  users.  Call  1-800-395-7009  ext.95 
Plus,  the  Intel  DX2  processor  comes  with    to  learn  more,  or  visit  your  local  reseller. 

)uilt-in  "performance  headroom' -the  power 

io  run  tomorrow  s  applications,  like  data  and 

/ideo  conferencing,  and  multimedia  progi  ams. 
So  see  for  yourself  why  the  Intel  DX2 
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TALK  SHOW 


/Vc  been  accused  of  loukituj  in  the  rearview  mirror.  That's  right\ 
I'm  lookimj  back  at  reality.  —  Ross  Perot,  CNN  debate 
//('  started  out  as  the  head  of  United  We  Stand,  and  I'm  afraid 
he'll  end  up  as  the  head  of  Divided  We  Fall.  —  Al  Gore,  CNN  deb: 
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THE  GLOBAL  ECONOMY 

TOYOTA'S  CAMRY:  MADE 
IN  THE  USA— SORT  OF 


Toyota  wants  Americ-an.s  to 
think  of  its  top-selling 
Camry  as  home-baked  in  the 
U.  S.  of  A.  True  enough,  the 
Camry  is  asseml)led  in 
Georgetown,  Ky.  But  where 
do  the  parts  come  from?  A 
long-running  Toyota  ad  says 
that  Camry  parts  ai'e  bought 
fi'om  suppliers  "no  matter 
which  state  they're  from," 
then  goes  on  to  list  the  com- 
ponents by  American  locale. 
Yet  it's  not  that  simple. 

Of  63  parts  suppliers  the 
ad  mentions,  32  are  U.  S.- 
owned  companies.  An  addi- 


tional 14  are  U.  S.- Japanese 
joint    ventures:  Japan's 
Sango  and  Amei-ica's  Ar- 
vin,  for  instance,  make  the 
exhaust  system.  Nine  of 
the  other  suppliers,  such  as 
Nippondenso,  are  owned  in 
whole  or  in  part  by  Toyota. 
Five  are  U.  S.  operations  of 
a  non-Toyota  Japanese  par- 
ent. And  three  are  Cana- 
dian- or  European-owned. 

So,  how  much  of  a  Cam- 
ry is  American?  Hard  to 
tell.  Toyota  contends  that 
75%  of  the  content  of  the 
Kentucky-built  Camry  is  do- 
mestic. Rival  ?\)rd  Motor  says 
that  numlier  is  inflated  and 
includes  shipping  and  other 
overhead.  Ford  says  the  Cam- 
ry is  less  than  50%  American. 


EXHfiyST  SYSTEW 
ARVIN  SAKGO 
MADISON,  IND. 
50%  owned  by 
Japan's  Sango 


Toyota  contends  the  ad 
isn't  misleading  and  says  it 
aims  to  make  Americans  real- 
ize that  Toyota's  involvement 
in  the  U.  S.  economy  is  deep. 


DEAL  MIU 


FORD  PUTS  BRUISED 
BANK  ON  BIOCK 


After  yeai's  of  financial  oyi- 
t(i.  Ford  Motor  is  fed  up 
with  losses  at  First  Nation- 
wide Financial  and  is  trying 
to  sell  the  na- 
tion's No.  6  sav- 
ings and  loan, 
Wall  Street  sourc- 
es say.  Back  in 
1985,  when  Ford  bought  the 
San  Francisco-based  .s&L  for 
$493  million,  it  looked  like  a 
winner.  But  bad  real  estate 
loans   and   an  overaggres- 


sive  cross-counti\y  expansion 
racked  up  $19(i  million  in  i-ed 
ink  since  1991.  Ford  won't 
comment  on  a  possible  sale. 

Now  is  a  good  time  to  sell: 
Financial  services  are  hot. 
First  Nationwide,  which  has 
shrunk  from  14  states  to  8  in 
the  past  three  years,  may  be 
sold  in  chunks. 
Industry  leader 
H.  F.  Ahmanson 
has  been  ap- 
proached l)y  Ford, 
sources  say.  One  lingering 
woe  for  Ford:  To  entice  buy- 
ers, it  may  have  to  keep 
much  of  the  thrift's  $1  billion 
in  ixid  assets.     Ami/  Barrett 


FAPCAT  FOLUES 


THE  POLITICS  OF  MUNIS,  CONTINUED... 


1ST 

NATIONWIDE 
BANK 


ushrooming  municipa 
)ond  scandals  recently 
forced  Wall  Street  to  stop 
spreading  the  money  around. 
In  mid  October,  18  big  under- 
writers agi'eed  they'd  neither 
donate  to  state  and  local  offi- 
cials" campaigns  nor  solicit  oth- 
ers to  do  so.  But  the  ban's 
early  record  is  spotty. 

Take  New  York  State 
Comptroller  Carl  McCall.  A 
week  after  the  lian  was  im- 
posed, four  fat  cats  solicited 
money  for  McCall  in  a  letter: 
Lazard  Freres  Senioi'  Partner 


R  E  A  L  I  T  Y  CHECK 


POLITICIANS  SAY  slash  legal  immigration 
and  crack  down  on  the  illegal  kind.  Senator 
Harry  Reid  (D-Nev.)  wants  to  shrink  immigration 
quotas  by  almost  two-thirds,  to 
300,000  yearly.  Pat  Buchanan 
wants  an  outright  moratorium  on 


IHREAUTY,\he  u  s  a  notion 
of  immigrants,  needs  the  energy 
and  skills  of  the  foreign-born,  many 
of  whom  take  the  jobs  no  American 
wants.  Moreover,  upcoming  shortfalls  in  various 
skills  are  predicted.  Right  now,  the  U.  S.  im- 
ports thousands  of  software  engineers  and 


newcomers.  The  House  of  Representatives  has 
voted  to  beef  up  border  patrols  to  shut  out  ille- 
gals. Why  all  the  hue  and  cry?  Because  immi- 
grants ore  blamed  for  taking  jobs 
from  Americans,  committing  crimes, 
and  causing  a  slew  of  social  ills. 


physical  therapists  on  temporary 
visas.  And  as  a  practical  matter, 
the  influx  of  illegal  immigrants  from 
our  neighbors  is  hardly  stanched  by 
heavier  policing.  The  best  way  to  curtail  illegal 
immigration,  especially  from  Mexico,  is  to  O.  K. 
the  North  American  Free  Trade  Agreement. 


Felix  Rohatyn,  Goldman  Sad 
muni    chief    David  Clail 
Bear    Stearns   CEO  Jar 
Cayne,  and  Chairman  Rich^ 
Jenrette  of  Equitable 
Assurance,  owner  of  Dons 
son,  Lufkin  & 
Jenrette. 

Their  expla- 
nations? Jen- 
rette, also  a 
director  of 
McGraw-Hill 
Inc.,  publisher 
of  BUSINESS 
WEEK,  says 
he's  exempt: 
He  just  heads 
DL.l's  holding 
company.  Ro- 
hatyn says  he  committee 
fore  the  ban  and  "forgot  ab(  ji 
it."  Cayne  and  Clapp  would  { 
comment.  When  the  let! 
surfaced,  all  four  cjuit  McC'a 
finance  committee.  McC 
says  the  letter  was  a  slipi 
It  was  printed  before  the  1);  I 

And  in  Texas,  state  Tre 
urer  Martha  Whitehead  ji 
called  on  Wall  Street  for  nn 
ey.  Why  is  she  ignoring  t 
ban?  She  says  that  Texas 
like  most  states,  selects  oi 
the  lowest  bidder  to  peddle 
l)onds.      Leah  Nathan.'i  Sp 
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.eSabre  Clearcoat  Gloss, 
nother  highly  polished  example 
f  Buick  quality. 


Increased  protection  against  the  sun's  harmful  UV 
ght.  Against  water  spots.  Against  fading.  Even  acid 
iin.  LeSabre  Clearcoat  Gloss  protection.  When  it 
omes  to  quality,  Buick  puts  a  fine  gloss  on  it.  To  learn 
lore,  call  1-800-4A-BUICK. 


BUICK 

e  New  Symbol  For  Quality 
-    In  America. 


SHOW  BIZ 


FROM  CHART-BUSTER 
TO  CONTRAa-BREAKER? 


GEORGE  MICHAEL:  Point  tna 


Pop  singer  George 
Michael's  bid  to  wiggle 
out  of  his  recording  contract 
with  Sony  in  Britain  has  U.  S. 
music  moguls  quaking.  Says 
the  head  of  marketing  at  a 
major  U.  S.  record  outfit:  "We 
have  to  hope  Sony  wins." 
They're  afraid  a  victory  for 
the  stubble-chinned  star  will 
inspire  a  blizzard  of  such  at- 


tempts by  American  enter- 
tainers, shaking  the  longstand- 
ing hold  the  music  companies 
have  over  their  careers. 

A  pro-Michael  verdict  in 
Britain's  High  Court  would 
form  no  legal  precedent  in  the 
U.  S.  But  entertainment  king- 
pins fear  a  massive  courtroom 
assault  by  well-heeled  artists 
woukl  crumble  the  companies' 
legal  position  here.  Or  if  not, 
it  will  compel  the  industry  to 
reach  a  lot  of  costly  out-of- 
court  settlements  with  talent. 

Right  now,  few  entertain- 
ei's  try  to  sever  their  contrac- 
tual links.  And  contract  ex- 
perts say  that  in  California 
and  New  York— the  two  states 
where  most  acts  sign  with 
music  companies— the  law  is 
even  tougher  than  in  Britain 
on  entertainers  attempting  it. 
Tliose  who  do  try  seldom  win. 
Rhythm  &  blues  performer 
Luther  Vandross  tried  to  get 
released  in  1992  from  Epic,  a 
Sony  label,  and  ended  up  set- 
tling out  of  court.  He's  still 
with  Epic. 

Michael,  30,  is  reciuired  to 
churn  out  six  more  albums  for 
Sony  by  2003  for  an  undis- 
closed, yet  princely,  sum.  He 
objects  that  Sony's  cut  of  his 
profits  is  too  high  and  that 
Sony  limits  his  artistic  free- 
dom. Sony  won't  commment.n 


THE  BEST  REVENGE 


ON  A  CLEAR  DAY  YOU  CAN  SEE  YOUR  BELT 


If  General  Motors"  top  exec- 
utives fail  in  their  efforts 
to  turn  around  the  ailing  auto 
maker,  they  can  always  fall 
back  on  the  Twinkle  defense. 


Back  when  J.  Ignacj'^  Lopez 
de  Arriortua  was  GM  s  pur- 
chasing czar,  he  put  manag- 
ers on  his  low-sugar,  low-fat, 


fruit-heavy  "Warrior  Diet." 
Fruit  snacks  were  the  only 
ones  available  in  his  area.  The 
cost-cutting  scourge  of  GM 
suppliers,  Lopez  believed  that 
these  healthy  eats 
made  for  tougher,  har- 
dier executives. 

The  nutritional 
standards  for  GM 
managers,  though, 
have  slipped  since 
Lopez'  defection  to 
Volkswagen  earlier 
this  year.  GM  Chief 
Financial  Officer 
Rick  Wagoner,  who 
assumed  Lopez'  du- 
ties, still  has  fresh 
fi-uit  delivered  to  the 
office  daily  for  snack-hun- 
gry execs.  But,  he  says, 
"we've  got  Hostess  Twinkies 
now,  too."  Kathleen  Kerwin 


DRAWN  AND  QUARTERED 


GREAT  SO  NOW 
HOW  DO  WE  ORDER 
A  PIZZA? 


SCENIC  WONDER 

THE  SECRET  TO 
PRODUaiVITY:  GLASS 


Forget  about  raises,  promo- 
tions, and  perks.  The  real 
employee-motivator  is  a  win- 
dow. According  to  a  1,200-per- 
son  survey  by  University  of 
Michigan  psychologist  Rachel 


Kaplan,  workers  with  views 
of  the  outside  world  show 
more  enthusiasm  for  their 
jobs,  less  fi-ustration,  more  pa- 
tience, better  concentration, 
and  fewer  physical  ailments. 


Ill 


Si 


There's  something  spiritua 
enriching  about  being  able 
let  your  eyes  wander  to  t 
misty  horizon. 

What  about  their  co-woj 
ers  in  windowless  cubick  IH' 
This  crowd's  attitude,  relati^ 
ly  speaking,  stinks.  They' 
less  imaginative  and  more 
ritable.  Concentration  is 
problem,  too,  for  this  ws 
staring  gi'oup.  And  you  woi 
think  that  window-sitte 
would  be  more  prone  to  lo 
themselves,  daydreaming 
they  gazed  on  those  swet 
ing  panoramas.  Nope. 

It  doesn't  even  matter 
you  work  in  the  city.  Kapl 
found  that  those  with  only 
lone  tree  or  two  in  sight  h 
more  job  satisfaction  than  t 
hapless  souls  without.  T 
vista  beyond  the  windc 
doesn't  need  to  be  natural 
juice  up  morale,  either.  Bui 
ings  and  parking  lots  do  t 
job.  So  the  next  time  yo 
boss  catches  you  gazing  o 
the  window,  don't  hesitate 
say  that  it's  for  the  good 
the  company. 


THE  BIG  PICTURE 


Everybody  knows  that  the 
wealthy  will  cough  up  a 
lot  come  next  April, 
J'   thanks  to  the  new  tax  law. 
,i    But  where  are  they? 
®^  Mostly  in  the  affluent 
Connecticut  suburbs  of 
New  York  City. 


NORWAIK, 
CONN. 

sio; 

NAPLES, 
FLA. 

3.4'' 

5  5.' 

DANBURY, 
CONN. 

WEST  PALM 
BEACH,  FLA. 

2.3" 

S217 

DATA;  DONHELIO  MASKETINC IMFORMATION  SERVICES^ 


FOOTNOTES 


1965  Medicar-e  legislation.  House  version:  264  [jages.  1993  Clinton  health-care  bill.  House  version:  1,342  pages. 
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ntroducing  a  better  view  from  your  Windows. 
)S/2®for  Windows  lets  you  get  more  from 
^^indows  than  ever  before.  Add  OS/2  for 
Vindows  to  your  current  Windows  3.1  setup 
nd  take  your  PC  to  a  higher  level  of  power  and 
erformance. 

OS/2  for  Windows  lets  you  run  your  DOS 

Something  everyone 

nd  Windows  programs.  In  fact,  dy  you  •/  Freelance  Gr 


0^ 


m 


nd  Windows  programs.  In  fact,  C  ^  you 

an  run  more  than  one  program  at  a  time, 
'ith  more  speed  and  reliability  than  DOS  and 
Windows  alone.  Now  you  can  finish  off  a 


A  QUICKER  LOOK  AT  OS/2  FOR  WINDOWS: 

Increases  your  productivity:  run  more  than  one 
program  at  a  time  with  greater  speed  and  rehabihty. 

Brings  your  PC  up  to  speed:  exploit  the  32-bit 

power  and  performance  of  386SX  PCs  and  higher. 

Saves  you  money:  no  need  to  buy  various  utihties  to 
improve  Windows  performance. 

Gives  you  more  programs  to  clioose  from:  run 

DOS,  Windows  and  OS/2  programs. 


Freelance  Graphics®  presentation  in  one 
window  while  you  send  a  1-2-3®  spreadsheet  by 
Fax  modem  in  another— without  fear  of  frustrat- 
ing system  crashes  like  before.  Make  entries  in 
Quicken®  without  waiting  for  your  WordPerfect® 
document  to  finish  printing.  You  can  even 
launch  into  the  latest  32-bit  OS/2  programs— 

with  Windows 

right  from  your  Windows  session. 

To  order  or  to  find  out  more  about  OS/2 
for  Windows,  call  1  800  3-IBM-OS2.  In 
Canada,  call  1  800  465-7999.  OS/2  for  Windoim 
is  also  available  at  local  software  dealers. 

After  all,  your  Windows  could  use  a  little 
fresh  air. 

Operate  at  a  higher  level.™ 

look  into. 

"Dealer  prices  may  vary  Offer  valid  in  U  S  A  only  expires  2/9/94  Ttiis 
ad  was  creafed  by  LINTAS  and  got  to  this  publication  on  time  using 
DOS.  Windows  and  OS/2  programs  running  on  OS/2  \BM  and 
OS/2  are  registered  trademarks  and 
"Operate  at  a  higfier  level"  is  a  trademark 
of  International  Business  l^acfiines 
Corporation,  Windows  is  a  trademark  of 
Microsoft  Corp  All  ottier  products  are 
trademarks  or  registered  trademarks 

of  tfieir  respective  companies 
©  1993  IBIVl  Corp 


promotional 
price* 


HOW  AN 
INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 
GOT  WIRED 
FOR  EVEN  GREATER 
SUCCESS. 


In  a  competitive  world,  two  highly  innovative 
companies  form  a  global  alliance  to  become  one 
of  the  world's  leading  manufacturers  of  fiber  optic 
equipment.  So  where  does  this  company,  Siecor,  turn 
when  they  want  innovative  staffing  solutions? 
Olsten  Staffing  Services.  Olsten  has  helped  Siecor 
manage  its  astounding  growth  by  supplying 
supplemental  employees  from  assemblers  and 
operators  to  clerical  and  accounting  personnel. 
If  you  would  like  to  get  connected  for  greater  productivity 
call  Olsten  at  1  -800-225-8367  or  contact  Allen  Gershlak, 
Senior  Vice  President  Partnership  Programs,  One  Merrick 
Avenue,  Westbury,  NY  1  1590. 


A\  Olsten 
'  1  Staffing  Services' 


The  Working  Solution 
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WHArS  BEHIND 

GM'S  WRIST  MANAGEMENT  

■ read  with  interest  your  article  "Can 
Jacl^  Smith  fix  GM?"  (Cover  Story, 
Nov.  1).  Much  has  been  said  and  written 
about  the  departure  of  Jose  Ignacio 
Lopez  de  Arriortua  from  General  Mo- 
tors and  his  eccentric  personality,  such 
as  wearing  his  watch  on  his  right  wrist 
until  GM  North  America  turned  a  profit. 

Your  photos  show  Jack  Smith  with 
his  watch  also  on  his  right  wrist.  Does 
this  mean  Jack  and  "Inaki"  still  share 
the  same  belief  or  was  the  photo  taken 
with  a  reverse  negative? 

Steven  Schultz 
Ann  Arbor,  Mich. 

Editor's  note:  Even  though  Lopez  has  left, 
executives  are  still  abiding  by  a  pledge  to 
keep  their  watches  strapped  to  their  right 
wrists  until  GM  North  America  becomes 
profitable. 

A  lUCKY'  ECONOMY  IS  MORE 

THAN  JUST  CHANCE  

Regarding  "What  spurs  the  econo- 
my—investment or  just  plain  luck?" 
(Economic  Ti'ends,  Nov.  1),  it  is  true 
that  investment  in  modern  factory  equip- 
ment and  superior  technology  do  not 
help  some  nations  to  become  economical- 
ly rich.  But  this  is  brought  about  by 
negligence. 

The  success  of  the  so-called  Four 
Dragons,  such  as  Taiwan  and  Singapore, 
cannot  be  imagined  without  reasonable 
and  suitable  investment.  It  is  impossible 
for  advanced  nations  to  realize  economic 
growth  without  taking  a  well-planned 
investment  into  consideration. 

Hisashi  Noda 
Funabashi,  Japan 

WILL  THE  TAX  MAN  TRAMPLE 
MIDDLE-CLASS  RETIREES?  

In  reference  to  the  article  "Why  the 
middle  class  is  still  stuck"  (Economics, 
Nov.  1),  candidate  and  later  President 
Bill  Clinton  reassured  the  American  peo- 
ple that  the  "middle  class"  would  have  a 
tax  cut— or  not  be  affected  by  his  new 
budget . 


He  lied,  as  the  following  facts  prov: 

Any  average  taxpayer  earning  1  ■ 
tween  $30,000  to  $40,000  is  supposed  ) 
be  paying  only  $65  more  in  income  ta- 
es  (not  counting  the  gas  tax).  That's  n; 
much  of  an  increase. 

But  middle-class  retirees— those  who; 
total  earnings  including  Social  Securi' 
exceed  $44,000-will  pay  $1,465  mo; 
annually  in  income  taxes.  * 

It  all  depends  on  a  new  use  of  W 
guage.  Retirees  with  income  aren't  mij- 
die  class,  they're  suddenly  considenl 
well-to-do.  And  taxes  aren't  taxes  av 
more,  they  are  called  by  various  oth- 
bureaucratic  misnomers. 

Tax  relief— bah,  humbug! 

Wait  until  everyone  gets  their  t;: 
bills  next  year. 

Bob  Vereu 
Indianapo  j 

POLLSTERS  SHOULD  READ 

THEIR  OWH  FINE  PRINT  

Why  is  it  that  reporters  and  e( 
tors  try  to  read  more  into  pub 
opinion  polls  than  is  really  there?  Ta 
for  example  the  recent  BUSlNEi 
WEEK/Harris  Poll,  "Ticked  off  over  ta- 
es"  (Top  of  the  News,  Nov.  1).  In  t:,' 
text,  you  state:  "Fully  67%  believe  thr 
have  'reached  the  breaking  point'  (i 
taxes.  That's  up  from  65%  in  1983." 

But  in  the  fine  print  at  the  bottom 
the  poll  results,  the  disclaimer  is  mad; 
"Results  should  be  accurate  to  withi 
three  percentage  points."  That  says  i 
me  that  the  difference  between  1983  ail 
1993  results  is  within  the  statistical  sai 
pling  error. 

Murray  L.  Less' 
Yorktown  Heights,  N. 

THE  TRUE  VALUE 
OF  BAXTER'S  VALUELINK 


Regarding  "Backed  against  the  w 
at  Baxter"  (Top  of  the  News,  Sei 
27):  Baxter's  ValueLink  program,  a  jui 
in-time  distribution  service,  is  a  big 
end  service  that,  you  assert,  may  be  to 
ping  out  in  a  time  of  bottom-line  thinki] 
for  hospitals.  The  article  also  sugges 
that  ValueLink  is  seen  by  hospital  buye 
as  a  way  for  Baxter  to  supplant  coi 
petitors'  products  with  those  of  its  ow 
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Our  race  began  in  1949.  The  national  airline  of  Indonesia  with  a  charter  to  unite  the  17,508  islands  that  are 
Indonesia.  We  quickly  became,  and  still  are  the  largest  airline  in  South  East  Asia.  But  still  we  race. 

Billions  invested  in  new  planes.  Millions  invested  in  maintenance  lacilities.  A  new  language  laboratory  where 
flight  crew  learn  to  better  communicate  with  the  five  and  a  half  million  passengers  they  meet  each  year. 
But  however  advanced  we  become,  there  are  some  things  the  20th  century  can  never  teach. 

Rukun.  Sopan-santun.  Gotong  royong.  (Or  in  your  language,  harmony,  well-being  and  togetherness.) 
Characteristics  as  alive  and  well  in  this  generation  as  they  have  been  in  hundreds  before. 

And  while  each  and  every  Indonesian  may  spend  a  lifetime  practicing  and  perfecting  them,  they  will  only 
take  you,  the  traveler,  one  flight  to  experience. 


Garuda  Indonesia 

THE    AlKLINi;    (II-  ISD(l\t:SIA 
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For  reieri'atiuns  call  yuiir  travel  agent  or  I-ti(J0-3-OARUDA. 
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rhis  is  an  unfair  portrayal  of  our  l)u.si- 
3S.  First,  ValueLink  helps  hospitals 
'e  money  by  taking  labor,  capital,  and 
ice  costs  out  of  their  supply-replenish- 
nt  system. 

^'alueLink  is  a  "brand-neutral"  distri- 
ion  service.  As  of  yearend  1992,  moi'e 
in  ()()%  of  products  distributed  undei- 
'  ValueLink  program  were  manufac- 
ed  by  companies  other  than  Baxter. 
L,ast,  ValueLink  is  not  "topping  out." 
r  customer  base  has  more  than  tri- 
d  since  1990,  and  current  demand  is 
elerating  as  hospitals  look  for  innova- 
;  services  that  will  help  them  operate 
re  efficiently  and  effectively. 

Anthony  K.  Kesman 

General  Manager 
ValueLink  Business  Center 
Baxter  Healthcare  Corp. 

McGaw  Park,  111. 

lATOR  BRADLEY 

ftWSAPISTINaiOH  

'ould  like  to  clarify  the  article  "Sen- 
te  Democrats:  Clobbering  Clinton 
h  the  suggestion  box"  (Washington 
look,  Oct.  25),  which  reported  that  I 
!  interested  in  "building  a  new  eco- 
lic  safety  net." 

n  an  Oct.  7  speech,  I  did  propose 
;  the  government  respond  to  the  mas- 
;  transformations  shaking  our  econo- 
But  in  so  doing,  I  drew  a  clear  dis- 
tion  between  the  safety  net  and  what 
.11  an  economic  security  platform,  an 
ortant  distinction  you  unfortunately 
ised  over.  This  is  what  I  said: 
The  economic  security  platform  is 
erent  from  a  social  safety  net.  The 
)ty  net  of  government  subsidies  is 
sre  you  end  up  if  everything  is  falling 
fi'om  under  you  and  you  are  about 
lit  bottom.  The  economic  security 
form  is  where  you  rest  before  you 
ance.  It  is  strictly  and  intentionally 
ted  because  of  resources— we  have  a 
mtic  debt— and  because  of  theory- 
market's  dynamism  must  not  be  lost, 
add  a  house  of  additional  new  pro- 
ns,  mandates,  and  work  rules  would 
ite  a  structure  that  would  not  be 
vorthy." 

Bill  Bradley  (D-N.  J.) 

U.  S.  Senate 
Washington 


ORREaiONS  &  CIARIFICATIONS 

)solut  pandemonium"  (Marketing, 
V.  8)  should  have  noted  that  execu- 
3s  at  Joseph  E.  Seagram  &  Sons 
there  was  no  payment  whatsoever 
acquiring  the  rights  to  distribute 
solut  vodka  in  the  U.  S.  The  story 
imated  that  Seagi-am  paid  $1.25  bil- 
i,  a  figure  that  came  from  industry 
rces  outside  of  Seagram. 


MEET  BUSINESS  WEEK'S  NEW  PUBLISHER 


We  are  pleased  to  announce  that 
Uavid  Ferm  has  been  named 
BUSINESS  WEEK  publisher.  He  will 
oversee  all  the  business  operations  of 
the  magazine,  including  advertising 
sales  and  circulation. 
He  will  report  to 
Jack  Patten,  presi- 
dent of  BUSINESS 
WEEK  Group  at  Mc- 
Graw-Hill Inc.  Pat- 
ten, 63,  has  served 
as  BW's  publisher 
since  1985.  Stephen 
B.  Shepard  remains 
editor-in-chief. 

Dave  Ferm,  45, 
joins  us  from  New 
York  Times  Co.,  where  he  served  as 
president  and  publisher  of  the  highly 
successful  Golf  Digest.  Dave  joined  The 
New  York  Times  in  1980  as  its  first 
marketing  director.  He  later  served 
as  head  of  business  operations  for 


NEW  PUBLISHER  FERM  (LEFT)  AND 
GROUP  PRESIDENT  PATTEN 


AFTER  THE  OVERSEAS  ASSIGNMENT, 
A  HQ-HUM  HOMECOMING  

In  reference  to  "The  fast  track  leads 
overseas"  (The  Corporation,  Nov.  1), 
you  dealt  too  lightly  with  a  major  issue 
which,  in  my  experience  (including  three 
years  in  London  with  GE  Capital),  faces 
executives  who  return  from  overseas 
assignments— reentry  to  the  home  office 
at  a  level  commensui'ate  with  their  expe- 
riences and  capabilities. 

I  know  many  executives  who  have 
returned  from  overseas  to  be  placed  in 
positions  with  limited  responsibilities 
and  international  content.  These  place- 
ments led  to  frustr-ated  employees  and 
wasted  corporate  resources. 

George  P.  Schaefer 
Darien,  Conn. 

CAVEATS  FOR  CAPITALISTS 

EYEING  RUSSIA  

■ found  your  Cover  Story  "What  Yeltsin 
must  do"  (Oct.  18)  well-balanced  and 
precise.  As  a  businessman,  I  can  say  the 
primary  thing  needed  is  stability— and 
Western  investments.  Amid  all  the  hard- 
ships, Russia  is  a  vast  country  and  still 
virtually  unexj^lored  in  business  tenns.  It 
has  much  potential,  a  skilled  labor  force, 
and  more  than  100  million  consumers. 

My  advice  for  adventurous  entrepren- 
eurs: You  could  find  excellent  opportu- 
nities here,  but  you  have  to  be  cautious. 
Ti-y  to  apply  your  common  sense.  Find 
the  right  partner.  Be  prepared  for  vague 
legislation,  devious  politics,  and  dishonest 
people.  But  if  you  overcome,  you  will 


Faniily  Circle,  then  headed  retail  ad 
sales  for  the  Times.  Prior  to  his  stint 
at  Times  Co.,  Dave  spent  11  years  at 
the  Chicago  Tribune,  where  he  pro- 
gressed through  a  variety  of  advertis- 
ing, marketing,  and 
circulation  jobs,  cul- 
minating in  the  di- 
rector of  marketing. 

Our  new  publish- 
er grew  up  in  Chi- 
cago, where  his  fa- 
ther was  principal  at 
a  public  high  school. 
Dave  received  a 
bachelor  of  science 
degree  in  marketing 
from  Loyola  Univer- 
sity. He  lives  in  Connecticut  with  his 
wife,  Margy.  They  have  five  children, 
two  of  whom  are  away  at  college. 

We're  confident  that  Dave  will  con- 
tinue BUSINESS  week's  long  tradition  of 
excellence  in  publishing. 


be  rewarded  with  excellent  results. 
Nikolai  Kovarsky,  Vice-President 
Babylon  Co. 
St.  Petersburg 

JUST  HOW  MANY  HIGH-TECH  JOBS 
ARE  GOING  TO  ALIENS?  

What  would  motivate  one  to  pre- 
pare for  a  career  in  computer  sci- 
ence in  light  of  the  explosion  in  the  hir- 
ing of  programmers  from  India?  ("An 
immigrant-worker  scheme  comes  under 
fire,"  Top  of  the  News,  Nov.  8). 

There  is  no  documentable  shortage 
of  available  domestic  talent  justifying 
this  bastardization  of  the  H-IB  visa  pro- 
gi"am.  The  Administration  and  Congi-ess 
should  go  beyond  simply  reforming  the 
program— government  must  inform  us 
of  the  "domestic  content"  of  our  informa- 
tion technology  and  other  high-tech 
products,  so  that  we  can  make  informed 
buying  decisions. 

Robert  R.  Zeidler 
Charlton,  Mass. 

THE  TERRACCIANO  PROFILE 

NEEDS  SOME  RETOUCHING  

Ireatl  with  interest  the  "Executive  to 
watch"  insert  in  the  Corporate  Elite 
section  (Oct.  11).  The  description  of  An- 
thony P.  Terracciano,  chairman  of  First 
Fidelity  Bancorp.,  as  "tough-talking"  and 
"chain-smoking"  is  inaccurate. 

Thomas  H.  O'Brien  Jr. 
President  and  Chief  Operating  Officer 
Union  Trust  Co.  (a  First  Fidelity  Bank) 
Stamford,  Conn. 
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In  an  era  0/ 
loweied  expectations, 

T.  Rowe  Price 
introduces  a 

contrarian 

point  of  view. : 


*Some  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax  Yields  and  share  prices  of  bond  funds  will  vary  v 
you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


'I 


'resenting  the  new  Summit  Funds. 

.  Rowe  Price  believes  that  even  in  these  "settle  for  less  90s/' 
lutual  fund  investors  deserve  the  opportunity  to  achieve  higher 
ivestment  performance  without  giving  up  service.  Which  is 
^hy  we've  designed  an  investment  opportunity  to  meet  higher 
q)ectations. 

igher  returns  through  lower  costs.  Our  new  Summit  family 
:  no-load  income  and  municipal  funds  employ  a  low-expense 
rategy  to  achieve  higher  returns.  A  minimum  balance  of 
i5,000  allows  the  funds  to  operate  more  efficiently.  The  result- 
ig  savings  are  passed  along  to  you  in  the  form  of  higher  returns. 

0  compromise  in  service.  You  can  expect  service  that  will 
dp  you  manage  your  investments.  Our  highly  trained  ftxed- 
icome  service  representatives  will  not  only  handle  your 
ansactions,  but  also  provide  information  about  fixed-income 
larkets  and  investing. 

'e'll  keep  you  well  informed.  In  addition  to  quarterly  reports, 
)u'll  receive  topical  market  information  in  our  Credit  Markets 
ewsletter  and  one  convenient  consolidated  monthly  statement 
your  T.  Rowe  Price  investments. 

0  a  la  carte  fees.  Unlike  other  low-expense  funds,  there  are 

3  additional  fees  for  any  of  our  services.  All  Summit  Funds  offer 
se  checkwriting,  no  charges  for  redemptions  or  exchanges,  and 

1  are  100%  no  load. 

Dn't  settle  for  less.  Pursue  higher  returns  and  receive  the 
;rvice  you  deserve.  Call  today  for  more  information  and  a  free 
vestment  kit. 


all  today  for  a  free  kit.  1-800-341-0040.  t 


The  T.Rowe  Price 
Summit  Funds 

Income  Funds 
Cash  Reserves 
Limited-Term  Bond 
GNMA 

Municipal  Funds* 

Municipal  Money 
Market 

Municipal 
Intermediate 

Municipal  Income 


Achieving  higher 
yields  through  lower 
expenses. 


Invest  With  Confidence 

TRoweftice 


;es^  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before 

SMM020193 
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capability: 


CUSTO 


LEFT  TO  right: 

ON  TOUR  magazine, 
produced  in  association 
with  The  PGA  TOUR; 
Citibank  Retirement 
Guide  for  Small 
Businesses,  a  brochure 
produced  for  Citibank. 

Copyright  I'n',  MtGraw-Hill.  hu 


Publishing  made  simple 

You   MAY  NOT   KNOW  THIS: 
Business  Week  and  the  resources  of  its 
parent  company,  McGraw-Hill,  are 
at  your  disposal  tor  your  publishing 
projects. 

Magazines.  Brochures. 
Newsletters.  Books.  In  black 
and  white.  Or  color.  We  can 
handle  as  much  ol  your  project  as 
you  like,  from  editorial  and  design 
through  printing  and  distribution. 


McGraw-Hill  publishes  38  magazines 
in  60  printing  plants  worldwide.  This 
means  we  have  the  capabilities  to  do 
your  job  taster,  more  efficiently,  and, 
in  most  cases,  less  expensively  than  you 
can  do  it  yourself. 

Please  call  Jay  McGraw  or  Cindy 
Caldwell  at  212-512-3063  to 

arrange  an  appointment.  We'll  be  happy 
to  show  you  what  we  can  do  for  you. 

Business  Week  Custom  Publishing.  , 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


THE  SEA  MAKE  A  NOISE: 

IISTORY  OF  THE  NORTH  PACIFIC  FROM  MAGELLAN  TO  MacARTHUR 

Walter  A.  McDougall 
ic  •  793pp  •  $30 

HE  DEAD  TELL  TALES 

■IE  IrEMIr  1  EEL  ■MEEi# 

IF  THE  NORTH  PACIFIC 

motives  for  attacking  Pearl  Harbor.  Res- 
urrected are  Kaahumanu,  a  19th  century 
Hawaiian  queen  who  helped  tilt  her  na- 
tion toward  the  U.  S.  by  embracing 
Christianity;  William  Henry  Seward, 
U.  S.  Secretary  of  State  during  the  Civ- 
il War;  Saito  Hirosi,  Japan's  ambassador 
to  the  U.  S.  in  the  1930s;  Count  Sergey 
Witte,  Prime  Minister  to  Tsar  Nicholas 
H;  and  Father  Junipero  Serra,  the  first 
Westerner  to  establish  a  settlement  in 
California.  Later,  Homer  Lea,  an  Amer- 
ican adviser  to  Chinese  revolutionary 
Sun  Yat-sen,  joins  the  group. 

But  this  is  not  a  historical  novel. 
McDougall,  who  won  the  1986  Pulitzer  in 
history  for  . . .  Tlie  Heavens  and  the  Earth, 
about  space  exploration,  terms  this  work 
"novelistic  history"  and  "serious  nonfic- 
tion."  The  good  news:  He  pulls  it  off. 

At  first  I  thought  McDougall  was  us- 
ing semifictionalized  figures  to  leaven 
what  might  otherwise  be  a  turgid  histo- 
ry. But  these  strong-willed,  highly  opin- 
ionated thinkers  do  more  than  supply 
lively  conversation.  Their  comments- 
drawn  in  part  from  their  writings— serve 
to  challenge  McDougall's  modern,  very 
American  take  on  the  evolution  of  the 
Pacific.  The  dialogues  strengthen  the 
book  by  conveying  views  that  are  often 

1  ust  what  kind  of  book  is  this,  I  had 
1  to  wonder  as  I  read  Let  the  Sea 
'  Make  a  Noise.  On  one  level,  it's  a 
nd  historical  narrative  of  the  turbu- 
t  North  Pacific— a  region  bordered 
North  America,  Japan,  China,  and 
isia.  Walter  A.  McDougall  chronicles 

rise  of  the  region's  great  empires 
1  the  precarious  balance  of  power 
)ng  them.  His  conclusion  is  sobering: 
e  United  States  will  never  again  en- 

the  Pacific  supremacy  that  it  pur- 
d  for  so  long,  and  briefly  attained." 
Jut  McDougall  tells  his  tale  most  un- 
ventionally.  The  opening  features  him 
king  away  on  his  laptop,  searching 
the  right  "grabber"  with  which  to  be- 

He  bounces  from  a  bloody  anti-Chris- 
1  purge  in  Japan  of  1638  to  the  harsh 
res  of  Alaska  of  1899,  where  hustlers 

reign  supreme,  to  San  Fi'ancisco  in  1906 
in  the  wake  of  a  devastating  earthquake. 
"The  opener  has  to  convey  a  sense  of 
majesty  and  tragedy,  the  North  Pacific  as 
a  place  of  explosions,"  McDougall  muses 
at  one  point.  "On  the  Pacific  Rim  people 
live  life  on  the  rim,  waiting  for  the  next 
typhoon  or  drought,  or  fire  or  volcanic 
eruption,  or— F7  to  exit!  Save  Alaska.' 
New  document.  Go!" 

And  that's  only  the  beginning.  As  the 
book  progresses,  McDougall  brings  to 
life  six  characters  who  figure  prominent- 
ly in  his  history.  Interspersed  with  the 
chronology  of  events  are  chapters  of  di- 
alogue between  the  author  and  these 
luminaries,  who  debate,  defend,  or  deny 
his  assessments.  They  heatedly  discuss 
everything  from  Spain's  inability  to  de- 
fend its  American  colonies  to  Japan's 

Fly  in  the  U.S.  See  more  of  Europe. 


Because  USAir  is  now  part  ot  British  Aii-\\ays  Exectituc  \uh'  Frequent  Traveller  Programme,  you  can  apply  the  miles 
you've  earned  on  USAir  towards  both  international  and  domestic  travel  awards  on  British  Airways  and  its  partners.  Now  you 
can  see  a  lot  more  ot  the  world.  It'f  the  iray  iir  niahc  you  fed  that  makes  us  the  world's  favourite  airline. 


BRITISH  Airways  

The  worlds  favourite  airline'!!^^ 
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Al  THOUCH  THH  MCCOOEY  BROTHFRS  AND  THFIR  SISTER 
HAVE  ALWAYS  BEEN  REMINDED  OF  THFIR  STRIKING  SIMILARITIES, 
i  IT  IS  THEIR  DIFFERENCES  THEY  HAVE  ALWAYS  INSISTED  ON. 

It  IS  NO  WONDER  thi:n,  that  each  owns 

A  DIFFERENT  WaTERMAN  PEN.  FOR  WHILE  ST^'LE  IS  KEY, 
J  INDIVIDUAi  m'  IS  STILL  EVERYTHING. 


WATERMAN  m 

There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 
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)dds  with  the  author's, 
^he  book's  real 
ingth,  though,  is  Mc- 
igall's  geopolitical  anal- 
;.  He  unfolds  his  saga 
onologically,  moving 
n,  say,  Nagasaki  in 
3  to  Peking  in  1644  to 
•chinsk  in  1689.  Read- 
can  see  how  develop- 
its  in  one  place— be 
Y  political,  technologi- 
demographic,  or  eco- 
lic— set  off  reactions 
•where.  The  move  to 
ex  slave-holding  Tex- 
ed  to  the  rise  of  the 
;.  as  a  Pacific  power, 
example,  as  it  prompt- 
he  annexation  of  free 
i'ornia  and  Oregon. 
1  McDougall's  view,  there's  no  one 
son  the  Pacific  has  crackled  with  con- 
for  the  past  300  years.  The  region's 
unes  have  rested  in  the  hands  of  a 
'er  triangle  made  up  of  the  U.  S., 
sia,  and  Japan,  he  writes,  and  "when- 
'  two  nations  clashed  the  third  bene- 
i,  which  allowed  the  loser  of  one 
nd  to  recoup  in  the  next  round." 
h  of  the  three  has  had  its  moment  of 


LET  THE  SEA 


offbeat  hut 
scintilla  ting  his  lor 
features  a 
quarrelsome  cas  t 
of  characters 


glory,  only  to  lose  it  by  pushing  too  far. 
McDougall  argues,  for  example,  that 
while  the  U.  S.  became  the  Pacific's 
mightiest  power  after  World  War  II,  at- 
tempting to  police  Asia  against  commu- 
nism and  opening  U.  S.  markets  to  Asian 
competitors  in  the  spirit  of  free  trade 
helped  push  it  into  decline. 

One  flaw  is  McDougall's  underestima- 
tion of  China's  role.  For  the  last  150 
years,  China  has  been  weak,  torn  by  re- 


gional rivalries,  and  that, 
he  suggests,  is  its  fate. 
But  from  my  perch  in 
Asia,  I  see  Beijing's  eco- 
nomic and  military  star 
on  the  rise— which  is  sure 
to  reconfigure  the  region's 
balance  of  power. 

Without  question, 
McDougall  is  provocative. 
He  lets  Homer  Lea  argue 
that  America's  ethnic  di- 
versity is  a  weakness.  In 
Japan's  more  homogene- 
ous society.  Lea  contends, 
the  people's  religious,  cul- 
tural, and  ethnic  bond 
gives  them  a  strength  and 
vision  America  increasing- 
ly lacks.  Says  Lea:  "A 
mongrelized  nation  soon  loses  the  will  to 
defend  its  own  city's  streets,  or  its  bor- 
ders against  aliens,  or  its  markets 
against  commercial  invasion."  While  most 
Americans  may  resent  that  view,  many 
Asians  do  believe  America's  lack  of  ho- 
mogeneity will  drag  it  down. 

This  unusual  and  intriguing  history 
is  a  must-read  for  anyone  interested  in 
Asia,  especially  as  political  and  econom- 
ic power  shifts  to  the  East.  The  research 
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HP  DeskJet  color  printB 


VVliat  more  could  you  ask?  With  HP  DeskJet 
printers  you  get  the  tjuality  and  reUabiHty 
you  expect  from  Hewlett-Packard.  And  you 
can  print  brilliant,  attention-getting  colors. 
All  for  a  starting  price  of  under  $485* 

'Hie  HP  DeskJet  500C  and  550C  printers  use 
HP's  proprietary  Inkjet  techi\ology  for  re- 
markably clear  black  &  white  and  color 
printing.  They're  compatible  with  most 
major  software,  and  come  with  HP's  own 
optimized  Windows'"  drivers  for  outstanding 
image  quality  They  even  come  with  a  three- 
year  warranty  the  longest  in  the  industry 

If  you've  been  looking  for  an  affordable  way 
to  print  both  black  &  white  and  color. .  .look 
no  further.  Just  come  on  down  to  your  near- 
by HP  dealer  and  pick  up  an  HP  DeskJet 
color  printer  today  Or  call  1-800-552-8500, 
Ext.  7856  for  the  name  of  the  HP  dealer 
nearest  you. 


DeskJet  Printers 
Make  it  happen. 
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TlK  Success 
Story  Bcliind 
^  lhcW)rld's 
•sk  Most 


THE  100  BEST  STOCKS  TO  OWN  IN 
AMERICA  by  Gene  Walden  Third  edition  ol 
this  savvy  investor's  guide,  completely 
updated  to  reflect  the  heady  changes  in  the 
stock  market  over  the  last  levn  years 
(Dearborn  Trade)  $22,95 


RicardoSemler 


MAVERICK:  THE  SUCCESS  STORY 
BEHIND  THE  WORLD'S  MOST  UNUSUAL 

WORKPLACE  by  Ricardo  Semler  How 
CEO  Semler  turned  the  power  over  to  his 
employees  and  achieved  900%  growth 
(Warner)  $22  95 


FAX  POWER:  HIGH  LEVERAGE 
BUSINESS  COMMUNICATION 

by  Philip  Sih  How  to  combine 
communications,  computing  and 
desktop  publishing  into  useful 
labor-saving,  low-cost 
business  solutions. 
(Van  Nostrand)  $24  95  paper 


Mastering 

WordPerfect  6 

for  DOS  six-u.ii  iditirin 


THE  OFFICIAL  ADOBE  PHOTOSHOP 
HANDBOOK.  2ND  EDITION  by  David  Biedny 
and  Ben  Monmy  An  upgraded  and 
enhanced  version  ot  the  bestselling 
handbook  for  this  widely-used  professional 
graphics  program  (Random  House 
Electronic)  S28  95  paper 


MASTERING  WORDPERFECT  6  FOR  DOS 
SPECIAL  EDITION  by  Alan  Simpson  The 
most  comprehensive  and  coherent  guide  to 
WordPerlect  6  0  tor  DOS  you  can  find 
(Sybex)  $29  95  paper 


USING  WORD  FOR  WINDOWS. 
2ND  EDITION  by  Ron  Pearson,  el 
al  Provides  both  tutorial  and 
reference  information  in  a 
comprehensive  guide  that  covers 
the  latest  version  for  all  levels  of 
users  (Prentice-Hall) $29 95  paper 


Whatever  business  you're  minding,  reading  can  help  you  do 
it  better.  Whether  you're  on  the  fast  track  or  the  road  not 
taken,  there's  nothing  like  a  good  book  to  spur  you  on. 

Visit  your  nearest  bookseller  tor  these  informative  books 
and  more.  And,  for  a  free  catalog  of  more  outstanding 
business  and  computer  books,  plus  the  name  of  your  local 
bookseller,  call; 

1-800-814-8499 


Books  Are  A  Minds  Best  Friend:" 


Prices  subiect  to  change  Free  catalog  supplies  are  limited 


is  amazingly  thorough,  the  writing  lie- 
ly,  and  the  pace  fast  for  a  historial 
work  of  this  magnitude.  From  start* 
finish,  this  book  is  an  original. 

BY  JOYCE  BARNATHN 
Hong  Kong  Bureau  Manager  Bui  7 
than  formerly  reported  from  Mo.scr 
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COLLISION  COURSE: 

THE  TRUTH  ABOUT  AIRLINE  SAFETY 

By  Ralph  Nader  and  Wesley  J.  Smith 
McGraw-Hill  •  462pp  •  $21.95 

MAYMY  MONGERIKG 


The  litany  of  air-safety  prohlc 
presented  in  Collision  Course. 
Truth  About  Airline  Safety  is 
relentless  that  it  seems  miraculous  ; 
passenger  ever  lands  unharmed. 

Authors  Ralph  Nader  and  WeslevI 
Smith  pile  together  every  air-sal' 
issue  that  has  gotten  any  attention  in  : 
cent  years.  They  rehash  General 
counting  Office  and  National  Transitu  i 
tion   Safety   Board   (ntsb)  repoi- 
pumping  drama  into  them  with  asii 
such  as:  "Additional  people  had  to  d 
They  paint  the  Federal  Aviation  Ad  17 
istration  as  a  bureaucratic  quagmirr 
capable  of  dealing  promptly  with  n 
ters  such  as  requiring  fire-resisi: 
airplane  interiors.  "There  can  be  In 
doubt,"  they  declare,  "that  the  FAA. 
often  reluctant  to  fully  promote  siti 
until  tragedy  forces  its  hand." 

These  exaggerations  are  built  ; 
grains  of  truth:  It's  true,  for  instanj 
that  air  safety  could  be  improved.  ] 
there's  no  crisis  at  hand.  The  ntsb 
ports  that  in  1992,  the  large,  schedu 
airlines  on  which  most  folks  fly  had 
fatalities— the  lowest  number  since  IS 
Deaths  in  commuter-aircraft  and  gen 
al-aviation  accidents  also  dropped. 

It's  also  true  that  the  FAA  tends  to 
act  after  problems  occur  rather  than 
anticipate  and  head  them  off.  A  restr 
turing  of  the  FAA  has  been  recomme 
ed  by  both  the  airhne  commission 
pointed  by  the  White  House  and 
Vice-President  Al  Gore's  Reinvent 
Government  task  force. 

Collision  Course  concludes  with  a 
for  readers  to  join  a  citizens'  advoc! 
group  founded  by  Nader— a  sales  pi 
that  doesn't  enhance  the  book's  credi 
ity.  Readers  who  plow  through 
dense  prose  to  that  point  will  lean 
great  deal— more,  perhaps,  than  tl 
ever  wished— about  air  safety  issues 
the  government's  response  to  th€ 
But— as  you  know  if  a  plane  has  e'' 
gotten  you  safely  where  you  wanted 
go— they'll  be  getting  only  half  the  stc , 
BY  SETH  PA\  ilT 
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Defined  Asset  FunJs^^  are  unit  investment  trusts  worth  paying  attention  to. 
These  professionally  selected  M.unicipal  Investment  Trusts  help  vou  to  save  on  federal 
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Economic  Viewpoint 


MODERN-DAY  TAXATION 
WITHOUT  REPRESENTATION 


BY  PAUL  CRAIG  ROBERTS 


State  and  local 
governments  are 
regularly  forced  to 
raise  taxes,  abandon 
their  own  priorities, 
and  reduce  services 
in  order  to  comply 
with  one-size-fits-all 
federal  policies  that 
are  inefficient  and 
often  moronic 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


The  states  are  caught  between  the  rising 
cost  of  unfunded  federal  mandates  and 
slower  revenue  growth.  The  situation 
has  become  so  dire  that  recently  the  National 
Governors'  Assn.,  the  National  Conference  of 
State  Legislatures,  the  Council  of  State  Gov- 
ernments, the  National  Association  of  Counties, 
the  National  League  of  Cities,  and  the  U.  S. 
Conference  of  Mayors  joined  together  to 
protest  unfunded  mandates. 

The  National  Governors'  Assn.  stresses  that 
the  expensive  mandates  "are  the  20th  century 
version  of  taxation  without  representation." 
State  and  local  governments  are  regularly 
forced  to  raise  taxes,  abandon  their  own  pL'ior- 
ities,  and  cut  Vjack  on  services  in  order  to 
comply  with  one-size-fits-all  policies  made  in 
Washington.  Tlie  mandates,  the  governors  say, 
are  usually  unnecessary  and  inefficient,  often 
reflecting  outdated  and  bad  policy. 

Moreover,  the  governors  say  mandates  are 
destructive  of  democracy  and  have  effectively 
nullified  the  10th  Amendment,  which  reserves 
"powers  not  delegated  to  the  United  States  by 
the  Constitution  ...  to  the  States  respectively, 
or  to  the  people."  Unfunded  mandates  separate 
spending  decisions  fi'om  revenue  decisions  and 
thereby  undercut  the  accountability  that  is 
fundamental  to  our  democratic  system.  Since 
Congress  doesn't  have  to  come  up  with  the 
money,  Washington  politicians  can  gi-andstand 
for  the  media  while  bowing  and  scraping  to 
every  organized  lol)l)y. 

HAWAIIAN  PUNCH.  The  unfunded  mandates  are 
extremely  costly  to  the  states.  Ohio,  for  exam- 
ple, has  to  shell  out  $L7  billion  during  1992-95, 
and  Tennessee's  mandates  cost  13  times  more 
today  than  they  did  six  years  ago.  One  reason 
for-  the  enormous  expense  is  the  uncompromis- 
ing rigidity  of  so  many  of  the  mandates.  The 
Safe  Drinking  Watei-  Act  recjuires  every  water 
system  in  the  country  to  monitor  for  a  herbi- 
cide used  only  in  Hawaii.  The  lack  of  tlexil)ility 
in  substance-abuse  mandates  forces  Oklaho- 
ma and  other  rural  states  to  allocate  money 
needed  for  alcohol  rehabilitation  to  drug-abuse 
programs  even  though  the  required  spending 
exceeds  the  demand  for  these  services. 

The  fastest-growing  mandate  is  health-care 
spending  for  the  poor.  Medicaid  mandates  tri- 
pled from  1980  to  1990,  rising  from  $11  billion 
to  $31  Ijillion.  In  1995,  the  mandate  is  expect- 
ed to  cost  the  states  $81  billion,  or  one  of 
every  four  dollars  of  their  budgets. 

To  comply  with  Washington's  mandate  mad- 
ness, states  and  localities  are  often  forced  into 
tax  increases  that  backfire.  A  recent  staff 
study  for  the  Joint  Economic  Committee  of 
Congress  found  that  in  the  10  states  that 
raised  income  tax  rates  the  most  from  1989  to 


1993,  unemployment  rose  and  family  inconi' 
declined  compared  with  states  that  held  il 
line. 

During  the  long  Reagan  boom,  the  doublir 
of  state  tax  collections  made  the  mandat. 
less  onerous,  but  the  collapse  of  gi'owth  und 
Bush  and  Clinton  (despite  low  interest  raii- 
has  pushed  state  budgets  into  the  red  just  . 
more  mandates  hit.  Lower  projected  growtli 
expected  to  cost  the  states  $33.8  billion  in  i ; 
revenues  over  the  next  five  years.  Accord  ii 
to  another  recent  JEC  staff  study,  the  econoi 
ic  slowdown  will  translate  into  a  $5  billi( 
revenue  loss  for  California,  $3  billion  for  Ne 
York,  and  $1  billion  each  for  F'lorida,  Illinoi 
Michigan,  New  Jersey,  Ohio,  Pennsylvani 
and  Tennessee. 

The  massive  loss  in  projected  tax  revenu 
will  hit  states  just  as  their  budget  reserv 
dwindle  to  crisis  levels.  The  National  Associ 
tion  of  State  Budget  Officers  r-eports  that  bu 
get  reserves  are  expected  to  fall  to  only  1.S 
of  expenditures  during  1994,  a  percentage  th 
is  "precarious  in  these  difficult  econora 
times." 

THE  NEW  FEDERALISM.  By  slowing  econom 
growth.  Bush's  tax  increase  adversely  affect 
state  budgets  without  helping  the  federal  d( 
icit,  and  Clinton's  is  doing  the  same.  Deprivf 
of  revenues  from  economic  growth  and  b 
holden  to  their  own  balanced-budget  recjuir 
ments,  the  states  are  being  driven  by  the  u 
funded  federal  mandates  into  the  same  sort 
self-defeating  tax  hikes  that  have  already  be( 
so  costly  to  California,  Massachusetts,  ai 
New  Jersey. 

Policymakers  once  believed  that  high-ti 
states  attracted  business  because  they  cou 
offer  higher-cjuality  public  services,  such 
education.  Alas,  the  evidence  no  longer  su 
ports  this  conclusion,  and  policymakers  a 
changing  their  arguments.  Deputy  Budget 
rector  Alice  M.  Rivlin,  for  example,  wan 
uniform  state-tax  systems  in  order  to  prote 
high-tax  states  from  tax  competition  and  ti 
flight. 

Rivlin  now  wants  to  ban  the  supply-si( 
incentives  that  she  previously  dismissed 
chimerical,  but  her  argument  is  still  defe 
five.  She  assumes  that  taxes  only  affect  the 
cation  of  economic  activity  and  not  the  oven 
amount.  Is  the  next  step  a  global  tax  rate 
prevent  economic  activity  from  shifting  amoi 
countries? 

Congress  has  shattered  federalism  by 
nancing  its  legislation  with  state  and  local  ti 
revenues.  Governors,  state  legislators,  ai 
mayors,  finding  their  authority  preempte 
are  now  in  revolt.  Let's  pray  that  th< 
succeed. 
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ECONOMIC  VlEWPi 


The  Boston  Harbor  project  is  one  of 
the  most  ambitious  environmental  pro- 
jects of  this  decade.  When  completed, 
it  will  include  the  second-largest 
wastewater  treatment  plant  in  the 
United  States,  capable  of  treating  1.3 
billion  gallons  daily;  and  a  9.5-mile  dis- 
charge tunnel  over  24  feet  in  diameter 
bored  more  than  400  feet  beneath  the 
water's  surface.  An  estimated  2.5  mil- 
lion people  ultimately  will  be  served  by 
this  facility. 

ICF  Kaiser,  the  construction  man- 
ager for  this  massive  effort,  is  facing 


tough  challenges  -  time  and  space  -  to 
reclaim  the  harbor.  The  construction 
schedule  is  mandated  by  a  federal 
court  order.  And  the  construction  site 
is  a  scant  180  acres  on  Deer  Island, 
with  limited  access. 

Coordination  is  key.  ICF  Kaiser  has 
centralized  all  semces  and  supplies 
on  the  island,  from  concrete  supply  to 
water,  fuel,  and  power  resources.  In 
addition,  ICF  Kaiser  is  supervising  and 

#ICr  KAISER 


coordinating  30  prime  contractors  and 
2,800  personnel. 

Far  from  being  a  tea  party,  cleaning 
up  Boston  Harboi'  is  the  kind  of  com- 
plex job  that  ICF  Kaiser  takes  on  with 
excellence  -  by  providing  integrated 
engineering,  construction,  and  consult- 
ing semces  -  throughout  the  world. 

For  more  information  about  our 
work  in  the  environment,  infrastruc- 
ture, industry,  and  energy  markets, 
call  Bruce  Laswell  at  800/  423-4860,  or 
wi'ite  to  ICF  Kaiser  International,  Inc., 
9300  Lee  Highway,  Fairfax,  VA  22031. 


most  Londoners,  RoKert 
Ciravcs  lives  comfortalilv  in 
a  world  ol  tradilic)n,  and  a 
world  <.)f  innovation.  '4>'  ^'lien 
lie  rides  tlie  worlds  cdtlest 
sidiway,  lie  is  also  tlepending 
upon  tlie  worlds  mc)sl  ail- 
vanced  lorm  cd  compiilint;. 

London  I  ' n il e r t!  rt) ii  n  d 
oflicials  lind  it  a  natural 
combination,  too.  That  s 
wliv  tliev  turned  to  tr^iin  " 
wlien  tliey  wantetl  an  inno- 
vative way  to  scliedide  tlieii" 
li  i  s  t  o  r  i  c  s  V  s  t  e  m  .  ^  I  I  s  i  n  g 
powerful  ^un  computers, 
officials  can  compute  exactly 


Jm  Robert  Graves  Rides  The  London 

UNDERGROUND 

IS  REALLY  Quite,  Quite  Simple. 


wliere  eacli  train  slioiild 
Ke,  on  wliicli  trade,  at  any 
given  minute  of  tlie  day. 
Tliey  re  aKle  to  wt>rLr  qiiicl-dy, 
sliaring  information  bacl-e 


and  ftirtli  alung  a  network, 
creating  sclieclules  tkat  pre- 
cisely  space  tlie  478  t  ra  1  ns 
along  254  miles  of  track.  ^ 
So  frequent  and  so  depend- 
able are  tli  e  trains  tk  at  the 
piiklic  need  not  consult  a 
printed  sckedule.  Tke  trains 
w  1  11  just  ke  tk  ere  wken 
tkey  re  needed.  ^  W^kick  is 
just  w  kat  R  o  kert  G  raves 
a  n  (  1  ike  otker  800  mill  ion 
riders  kave  come  to  expect 
from  tkeir  kistoric  Under- 
r^s  ground.  It  is,  after  all, 
twentietk-century  London. 

0  More  tkan  135,000  orga- 
nizatic^ns  are  using  b>un  sys- 
tems, powered  ky  tke  SPARC'' 
ckip  and  tke  Solaris"  operating 
environment,  to  gain  a  compet- 
itive advantage. Tke  London 

1  Underground  is  just  one.  To 
learn  kow  you  can  kenefit,  call 

1-800-426-5321,  ext.  605. 
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BY  GENE  KORETZ 


A  NATIONAL  HEALTH 
SYSTEM  WOULD 
FOSTER  JOB  MOBILITY 


One  shortcoming  of  the  current 
health-care  system  is  that  depen- 
dence on  employer-provided  insurance 
impedes  job  mobility  (and  economic  ef- 
ficiency) by  causing  people  to  stay  in 
jobs  that  offer  insurance.  In  a  recent 
National  Bureau  of  Economic  Research 
(NBER)  study,  Brigitte  C.  Madrian  com- 
pares 1987  turnover  rates  for  employees 
with  high  and  low  medical  expenses  to 
gauge  the  extent  of  the  problem.  She 
concludes  that  such  considerations  re- 
duce the  voluntary  turnover  rate  of 
workers  in  jobs  with  insurance  by  25%. 

Such  findings  suggest  that  baby 
boomers  with  families  are  likely  to  ben- 
efit from  a  universal  system.  Not  only 
would  they  be  free  to  make  more  pro- 
ductive job  decisions  but  would  also  be 
likely  to  have  more  job  opportunities. 
In  another  nber  study,  Madrian  and 
Jonathan  Gruber  find  that  many  mid- 
dle-aged workers  hang  on  to  jobs  and 
defer  early  retirement  when  such  a 
move  entails  the  loss  of  benefits. 


U.S.  FAaORIES 
SHOULD  BE  HUMMING 
NEXT  YEAR.  •  • 


Although  auto  production  may  well 
provide  some  bounce  in  the  fourth 
quarter,  the  manufacturing  sector  re- 
mains in  the  doldrums,  having  shed 
some  245,000  jobs  since  February.  But 
economist  Joseph  Carson  of  Dean  Witter 
Reynolds  Inc.  is  unperturbed.  Once  the 
global  economy  turns  up  some  time  next 
year,  he  predicts,  U.  S.  manufacturing 
will  be  sitting  in  the  catbird  seat. 

Sparking  Carson's  optimism  is  a  wave 
of  announcements  by  foreign  multina- 
tionals of  plans  to  set  up  or  expand 
plants  in  the  U.  S.  Coming  on  top  of  a 
hefty  pickup  in  overall  capital  spending, 
these  plans  signal  gi'owing  confidence 
in  the  future  of  American  industry. 

By  their  own  count— admittedly  "far 
from  exhaustive"— Dean  Witter  econo- 
mists have  totaled  up  some  40  expansion 
announcements  by  foreign  manufactur-ers 
so  far  this  year,  half  involving  "green 
field"  plants.  Led  by  Japanese  auto  com- 
panies, the  list  also  includes  Europeans, 
Canadians,  Indians,  and  Taiwanese, 
among  others— and  industries  ranging 
from  steel  and  chemicals  to  communi- 
cations ecjuipment  and  computers. 


Behind  this  trend  is  a  dramatic  rise  in 
U.  S.  competitiveness.  As  a  result  of  the 
dollar's  plunge  since  1985,  and  also  of 
wage  restraint  and  faster  productivity 
growth,  U.  S.  unit  labor  costs  have  de- 
clined sharply  against  those  of  other 
major  industrial  nations  (chart).  "Amer- 
ica's competitive  edge,"  says  Carson,  "is 
now  so  large  that  many  foreign  compa- 
nies feel  they  have  to  produce  goods  in 
the  U.  S.  to  assure  continued  access  to 
North  American  markets." 


U.S.  lABOR  COSTS 
BEAT  THE  COMPETITION 
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All  of  this  spells  big  benefits  for  the 
U.  S.  economy.  Carson  estimates  that 
the  rise  of  500,000  to  750,000  units  in 
transplant  motor-vehicle  capacity— either 
already  announced  or  being  considered 
by  Toyota,  Honda,  Mercedes-Benz,  BMW, 
Audi,  and  Mazda— could  add  $20  billion 
to  $30  billion  to  U.  S.  output  over  the 
next  three  years,  both  directly  and  via 
multiplier  effects.  And  that  doesn't  coimt 
the  impact  of  foreign  investment  in 
other  U.  S.  manufacturing  industries. 

Partly  because  of  this  trend  and  an 
anticipated  improvement  in  the  U.  S. 
trade  position,  Carson  thinks  the  econo- 
my's gi'owth  rate  will  approach  4%  in 
the  next  two  years.  The  ultimate  result 
of  America's  newfound  competitiveness, 
he  says,  is  likely  to  be  a  more  durable 
expansion  than  observers  now  expect 
and  a  welcome  reversal  of  the  long-teiTn 
decHne  in  manufacturing  employment. 


...BUT  WATCH  OUT 
FOR  A  SUDDEN 
PICKUP  IN  INFIATION 


If  the  economy  does  gather  steam  next 
year,  it  could  have  a  rough  passage, 
warns  William  T.  Wilson,  an  economist 
at  Comerica  Bank.  That's  because  in- 
dustrial capacity  may  be  a  lot  tighter 
than  the  experts  believe. 


Wilson  recently  studied  the  relatic 
ship  between  capacity  utilization  and 
flation  and  found  that  the  "natural  ra 
of  capacity  use— the  highest  rate  cC 
patible  with  stable  inflation— has  fall 
over  the  past  three  decades.  In  t 
1970s,  the  natural  rate  was  85%.  Nc 
Wilson  says,  downsizing  corporatio 
have  mothballed  so  much  capacity  tl 
the  natural  rate  is  closer  to  82%.  Equ 
ly  important,  capacity  utilization  h 
changed  its  stripes  from  a  leading  in 
cator  of  inflation  to  a  coincidental  on( 
so  that  inflation  is  likely  to  pick  up  "w 
little  or  no  warning"  when  operati 
rates  move  above  the  82%  mark. 

Since  capacity  utilization  is  curreni 
just  below  82%,  Wilson's  estimates  imi 
that  accelerated  economic  growth  coi 
touch  off  inflation,  leading  the  Fedei 
Reserve  to  hit  the  monetary  brak< 
The  positive  aspect  of  the  new  forei, 
investment  wave  described  above,  ho 
ever,  is  that  it  is  specifically  direct 
at  capacity  expansion— and  thus  shoi 
provide  more  breathing  room  for  e< 
nomic  growth. 

With  Kathleen  Madigan  in  New  Yc 


NAKED  GREED 
CAN  HELP  EXPOSE 
MEDICAL  FRAUD 


As  Adam  Smith  noted  some  2 
years  ago,  greed  is  a  powerful  for 
promoting  economic  growth  and  hum 
welfare.  But  it  can  also  lead  to  activi 
that  hurts  society.  What  better  way 
deter  such  activity  than  to  appeal 
the  same  powerful  profit  motive? 

That,  notes  health-care  analyst  I 
Loss  of  Nat  West  Washington  Analysis, 
exactly  what's  now  happening  in  t 
health-care  industry,  where  fraud  is  s£ 
to  run  into  the  billions  of  dollars.  Wi 
the  federal  law  that  offers  corpora 
whistle-blowers  as  much  as  one-third 
the  civil  fines  that  are  collected  by  Un( 
Sam  for  fraudulent  beha-vior,  the  acti^ 
is  heating  up. 

Over  the  past  12  months,  Natior 
Health  Labs  Inc.  has  agreed  to  pay  t 
government  more  than  $100  million 
settle  civil  fraud  charges,  C.  R.  Bard 
has  accepted  a  $61  million  fine,  and  Ui 
lab  Corp.  and  MetPath,  a  division 
Corning  Inc.,  have  agreed  to  pony  up 
total  of  $39.8  million.  Meanwhile,  at  le£ 
seven  other  health-care  companies  a 
under  federal  investigation. 

A  common  denominator  in  several 
these  cases,  says  Loss,  is  the  eager  p; 
ticipation  of  whistle-blowers.  And  i 
wonder.  In  the  clinical  labs  cases,  one  ( 
operative  person  was  awarded  a  cr 
$21  million  for  his  efforts. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


r  TAKES  MORE  THAN  JUST  GROWTH 
0  SET  INFLATION  OFF 


:ORE  INFIATION  IS 
TILL  HEADED  DOWN 


)fg  low  growth  means  low  inflation.  So,  if  the  U.  S. 

economy  is  picking  up  steam,  faster  inflation  cannot 
be  far  behind.  Right?  That  kind  of  reasoning  has 
it  the  bond  market  running  for  cover,  pushing  up  long- 
m  yields  about  a  quarter-point  from  their  October 
rs.  It  has  also  prompted  some  economists  to  expect 
•  Federal  Reserve  to  tighten  monetary  policy  sooner 
in  previously  anticipated. 

Che  argument  is  also  wrong.  To  begin  with,  the  econo- 
doesn't  move  in  a  straight  hne.  Even  if  growth  in  the 
rth  quarter  is  greater  than  4%,  as  now  seems  increas- 
ly  likely,  the  economy's  underlying  trend  of  about  3% 
iwth  is  bound  to  reassert  itself  in  1994.  At  that  pace,  in- 
ionary  pressures  from  either  wages  or  prices  are  un- 
}ly  to  begin  building  until  1995. 

Moreover,  this  expansion  is 
different  in  two  key  respects. 
First,  productivity  gains  are  ac- 
counting for  an  unusually  large 
portion  of  economic  growth.  That 
keeps  unit  labor  costs  low,  rob- 
bing inflation  of  its  basic  fuel. 
Also,  competition— both  global 
and  domestic— has  never  been 
stiffer  at  any  time  during  the 
postwar  era. 

As  if  to  drive  these  points 
ae,  producer  prices  plunged  in  October,  and  consumer 
^es  remained  tame  (chart).  Job  gains  last  month  were 
y  good  but  not  great,  while  third-quarter  productivity 
ounded  strongly  from  its  poor  first-half  showing.  All 
1  comes  amid  signs  that  consumers  are  spending  freely 
!  taking  on  installment  debt  at  a  faster  clip,  and  that 
factory  sector  is  gaining  momentum. 

HE  GAS  The  surprising  0.2%  drop  in  the  producer 
AX  FUELS  price  index  in  October  was  an  exclamation 
HE  RISE  point  on  the  broad  absence  of  upward 
H  THE  CPl  pressure  on  goods  prices.  The  fall  is  even 
ipev  when  a  6.3%  hike  in  wholesale  gasoline  prices, 
bably  reflecting  refineries'  compliance  with  environ- 
ital  rules  on  cleaner-burning  gas,  is  excluded, 
f  both  energy  and  food  are  excluded,  the  core  PPI  fell 
'o  in  October.  Annual  inflation  for  the  overall  PPI  is  only 
'/o,  while  core  inflation  is  0.1%.  That's  probably  the 
est  core  rate  in  three  decades,  well  before  the  gov- 
iment  began  calculating  it  in  1974. 
lew-car  prices  led  October's  drop.  Although  sticker 
:es  on  most  cars  rose  last  month,  increases  were  small- 
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er  than  in  the  past,  resulting  in  a  seasonally  adjusted  de- 
cline of  3.9%.  Prices  of  newspapers  and  periodicals  also  fell 
sharply,  as  did  those  for  computers  and  trucks. 

The  0.4%  rise  in  the  October  consumer  price  index 
was  more  in  line  with  expectations  than  was  the  PPI. 
But  even  here,  there  are  no  mounting  price  pressures.  En- 
ergy prices  leapt  1.9%  last  month,  reflecting  the  4.3<?- 
per-gallon  hike  in  the  federal  gasoHne  tax  on  top  of  the 
more  expensive  oxygenated  fuel.  Food  prices  rose  0.5%. 

Elsewhere,  consumer  prices  advanced  0.3%  in  October, 
following  a  0.1%  increase  in  September.  Annual  core  in- 
flation for  the  CPl  remained  in  a  downtrend  last  month, 
falling  to  3%— the  lowest  rate  in  two  decades.  Against  this 
backdrop,  the  Federal  Reserve  will  have  no  reason  to 
shift  its  policy  stance  at  its  next  meeting  on  Nov.  16. 


EFFICIENCY 
GAINS  HELP 
TO  MUZZLE 
COSTS 


WHY  PROFIT  MARGINS 
ARE  RISING 


But  if  businesses  can't  raise  prices,  profits 
are  taking  it  on  the  chin,  right?  That's 
another  proposition  being  bandied  about, 
but  it,  too,  is  wrong.  Corporate  earnings 
are  doing  very  well,  thank  you,  because  low  interest 
rates  have  cut  the  cost  of  servicing  debt  and  because 
profits  margins  ai'e  increasing.  Unit  profits  ai-e  up  because 
of  lower  costs,  not  higher  prices. 

Slower  growth  in  unit  labor 
costs  is  a  direct  result  of  solid 
gains  in  productivity,  combined 
with  the  slower  pace  of  wages 
and  benefits.  Productivity  of  non- 
farm  businesses,  measured  as 
output  per  hour  worked,  rose  at 
an  annual  rate  of  3.9%  in  the 
third  quarter,  a  rebound  from 
declines  of  1.8%  and  0.4%  in  the 
first  and  second  quarters,  re- 
spectively. During  the  past  year, 
productivity  has  risen  1.4%,  and  compensation  is  up  3.2%, 
causing  in  1.8%  advance  in  unit  labor  costs. 

The  result:  Economywide  inflation,  as  measured  by 
GDP  prices,  is  greater  than  the  pace  of  unit  labor  costs 
(chart).  That's  why  profits  per  unit  of  price-adjusted  out- 
put for  nonfinancial  companies  are  near  a  record  high. 

This  point  applies  especially  to  manufacturers,  where 
productivity  is  exceptional.  Factory  productivity  rose 
2.4%  last  quarter,  and  over  the  past  year,  it  has  grown 
5%,  resulting  in  a  2%  drop  in  unit  labor  costs.  Even  if  in- 
flation in  producer  prices  of  finished  goods  is  zero,  as  in 
October,  manufacturers'  unit  profits  are  still  rising. 
Of  course,  productivity  always  rises  early  in  an  ex- 
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pansion,  but  this  time  the  gains  may  be  more  than  just 
cyclical.  Since  the  recovery  began  2!^  years  ago,  produc- 
tivity has  grown  at  an  annual  rate  of  2.3%.  That's  slight- 
ly below  the  average  of  past  upturns,  reflecting  the  weak 
recovery.  However,  the  contribution  of  productivity  gains 
to  economic  growth  is  a  postwar  record. 


HIRING 
WILL  NOT 
FUEL  PRICE 
PRESSURES 


SERVICES  LEAD  THE 
JOBLESSNESS  UPTICK 

8.0 


Still  another  argument  making  the  rounds 
among  some  bond  traders  and  economists 
is  that  the  latest  pickup  in  hiring  por- 
tends faster  inflation. 
Certainly,  job  growth  this  year  is  the  strongest  since 
1989.  In  October,  177,000  new  slots  opened  on  nonfarm 
payi'olls  on  top  of  the  healthy  162,000  gain  in  September. 
Manufacturers  added  12,000  new  jobs— the  first  gain  since 
February.  And  employment  in  the  private  service  sector 
increased  by  142,000  last  month,  led  by  temporary-help 
agencies,  health  care,  and  financial  services. 

Stronger  hiring,  though, 
doesn't  necessarily  mean  faster 
gi'owth  in  wages  and  prices.  For 
one  thing,  gains  in  productivity 
will  offset  the  larger  paja'oll  l)ill. 
In  addition,  as  the  job  picture 
brightens,  more  people  start  to 
look  for  work.  And  with  a  large 
pool  of  available  labor,  business- 
es don't  need  to  raise  wages  to 
attract  workers.  Houi'ly  earnings 
rose  0.5%  in  October,  to  $10.92, 
but  annual  pay  hikes  are  only  2.5%,  the  same  pace  as  last 
year. 

In  October,  some  739,000  persons  entered  the  labor 
force,  but  many  did  not  find  work.  That  lifted  last  month's 
jobless  rate  from  6.7%  in  September  to  6.8%.  Even  with 
the  better  pace  of  hiring,  joblessness  could  still  be  above 
6%  a  year  from  now.  That  means  wage  growth  may  not 
begin  to  fuel  inflation  until  early  1995. 
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Not  surprisingly,  most  of  the  new  job  seekers  are  hui- 
ing  in  the  service  sector  because  that's  where  hiring  hj 
been  the  strongest.  As  a  result,  the  unemployment  rii; 
among  service  industries  rose  for  the  second  strai.u 
inonth,  bumping  up  to  6.4%  in  October,  fi'om  6.1%  in  Ju 
and  August  (chart). 

Does  this  extra  unemployment  mean  the  expansion  is 
trouble?  Hardly.  Job  growth  is  healthy  enough  to  kc< 
consumer  spending  and  the  economy  on  an  upward  trac  , 
And  for  those  seeking  factory  jobs,  the  October  gain  i 
payrolls  was  especially  good  news.  That's  because  man 
facturers  may  no  longer  be  able  to  increase  their  out]) 
by  simply  extending  the  workweek. 

As  it  is,  a  rising  factory  work- 
week is  unusual  at  this  stage  of 
an  expansion.  In  the  past,  the 
workweek  stopped  rising  about 
one  year  into  the  upturn.  This 
time,  weekly  hours  continue  to 
increase  (chart).  In  October,  the 
workweek  in  manufacturing 
climbed  to  41.6  hours,  a  length 
hit  only  one  other  time  in  the 
postwar  era,  in  early  1966. 

Moreover,  recent  factory  data 
suggest  manufacturers  will  need  to  lift  output— and  th 
payrolls— soon.  New  orders  rose  0.7%  in  September,  whii 
shipments  increased  L4%  and  inventories  fell  0.3%.  Swin;| 
in  sales  and  stock  levels  pushed  the  ratio  of  inventories  f 
sales  to  1.46  in  September,  the  lowest  on  record. 

Even  the  continued  upturn  in  factory  output  doesn't  b<i 
ster  the  argument  that  faster  inflation  is  just  around  t\% 
corner.  Industry  activity  is  still  below  the  point  where  c* 
pacity  constraints  lead  to  price  hikes  (page  28).  And  it 
extra  industrial  capacity,  along  with  the  high  number 
unemployed  and  improved  productivity,  that  will  ke( 
inflationary  pressures  at  bay,  even  as  this  economy  enjo; 
a  strong  fourth  quarter. 
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THE  WEEK  AHEAD 


INDUSTRIAL  PRODUCTION 


Monday,  Nov.  15,  9:15  cum. 
Industrial  output  probably  increased  a 
solid  0.5%  in  October,  according  to  the 
median  forecast  of  economists  surveyed 
by  MMS  InteiTiational,  a  unit  of  McGraw- 
Hill  Inc.  That's  suggested  by  the  rise 
in  factory  jobs  and  a  record  long  work- 
week. The  expected  gain  in  output— the 
fifth  rise  in  a  row— indicates  that  the 
capacity  utilization  rate  for  all  industry 
jumped  to  81.9%  in  October,  from  81.6% 
in  September. 

BUSINESS  INVENTORIES  

Monday,  Nov.  15,  10  a.ni. 

Inventories  held  by  manufacturers, 

wholesalers,  and  retailers  probably 


shrank  by  a  small  0.1%  in  September,  af- 
ter rising  0.2%  in  August.  Factories  have 
already  repoiled  a  0.3%  drop  in  their 
stock  levels.  Business  sales  likely  rose  an 
additional  1%  in  September,  on  top  of  a 
1.1%  increase  in  August.  Factory  ship- 
ments were  especially  strong  in  Septem- 
ber, jumping  1.4%.  Retail  sales  also  rose, 
though  by  a  smaller  0.1%. 

HOUSING  STARTS  

Wednesday,  Nov.  17,  8:30  (um. 
Homebuilding  likely  advanced  for  the 
third  consecutive  month  in  October,  with 
starts  rising  to  an  annual  rate  of  1.37 
million,  from  a  1.35  million  pace  in 
September.  Single-family  housing  starts, 
which  fell  an  unexpected  3%  in  Septem- 
ber, probably  bounced  back  sharply  last 


month.  However,  the  recent  climb  | 
mortgage  rates  may  mean  a  small  paui 
in  the  housing  recovery  later  in  tiff 
fourth  cjuarter.  | 

MERCHANDISE  TRADE  DEFICIT 


Friday,  Nov.  19,  8:30  CL  in. 
The  MMS  economists  forecast  that  tl 
trade  deficit  widened  to  $10  billion 
September,  from  $9.7  billion  in  Auguf 
Rising  imports,  which  edged  up  on 
0.8%  in  August,  likely  caused  the  sm? 
increase.  Exports  were  probably  litt 
changed  in  September  after  rising  3% 
the  previous  month.  The  expected  tra( 
gap  for  September  confirms  that  fc 
eign  trade  was  not  as  much  of  a  drag 
the  third-quarter  economy  as  it  was 
the  first  half. 
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WHAT  IF 
NAFTA  lOSES? 

THE  CONSEQUENCES  FOR  THE  WORLD  COULD  BE  DIRE 


E 


veil  for  a  President  who  practices 
the  art  of  high-wire  politics  without 
I  a  net,  the  North  American  Free 
Trade  Agreement  is  a  heart-stopper. 
Teetering  toward  a  scheduled  Nov.  17 
House  showdown  still  short  of  the  votes 
needed  for  victory.  Bill  Clinton  knows 
that  a  NAFTA  defeat  could  send  a  c 
through  the  global  economy 
and  hobble  his  Presidency. 

To  understand  why,  consid- 
er this  bleak  morning-after 
scenario:  On  Nov.  18,  a  shell- 
shocked  President  boards  Air 
Force  One  for  the  longest 
flight  of  his  career.  As  he 
heads  to  Seattle  for  the  meet- 
ing of  the  Asian  Pacific  Economic  Coop- 
eration forum,  aides  inform  Clinton  that 
anti-Yancjui  protests  have  broken  out  in 
Mexico.  Wire  stories  chronicle  the  peso's 
plunge  and  warn  of  a  global  drift  to- 
ward protectionism.  In  Seattle,  things 
get  worse.  A  stone-faced  Clinton  listens 
as  Chinese  President  Jiang  Zemin  re- 
buffs pleas  for  better  relations.  When 
Clinton  gamely  exhorts  14  Pacific  Rim 
leaders  to  broaden  trade  with  the  U.  S., 
they  snicker  at  the  thought  that  he  can't 
even  l)roaden  it  in  his  own  backyard. 

Meanwhile,  in  Washington,  pundits 
are  declaring  the  Clinton  Presidency  a 
Carteresfjue  flop.  Nervous  Democrats 
react  by  distancing  themselves  fi-om  the 
Administration's  ambitious  domestic 
agenda.  In  Dallas,  thousands  whoop  it 
up  as  independent  Ross  Perot  talks 
about  199(;. 

ZEALOUS  CONVERT.  Far-fetched?  Hardly. 
If  NAFTA  loses,  it  will  be  a  stunning  de- 
feat, the  first  rejection  of  an  interna- 
tional-trade accord  since  Congress  gave 
the  President  authority  to  negotiate 
trade  matters  in  1934.  A  defeat  could 
cast  a  pall  over  Clinton's  Presidency  and 
tarnish  the  U.  S.'s  reputation  as  a  world 
trade  leader.  More  is  at  stake  than  just 
trade.  Even  Clinton  himself  admits  as 
much.  NAFTA,  he  said  in  a  Nov.  10  press 
conference,  "has  become  the  syml)ol  of 
where  we  want  to  go  in  the  world." 


Indeed,  the  NAFTA  fight  is  about  far 
more  than  formalizing  an  already  ex- 
tensive network  of  continental  trade 
(page  40).  Failui-e  of  the  accord  would  be 
a  "tragedy,"  says  William  J.  McDonough, 
president  of  the  Federal  Reserve  Bank 
of  New  York,  because  it  would  "exacer- 
bate protectionist  trends  around  the 
world."  Adds  Robert  E.  Ru- 
bin, Clinton's  White  House 
economic  coordinator:  "It's 
enormously  important  to  pre- 
vail. If  we  recoil  against 
change,  we  will  stagnate  and 
decline." 

Certainly,  no  one  can  ac- 
cuse the  President  of  shrink- 
ing from  the  battle.  After  lukewarm 
support  early  on,  Clinton  in  the  final 
days  before  the  vote  has  been  passion- 
ately scrambling  for  votes  with  promises 
of  White  House  favors.  He  has  lashed 
out  at  labor,  one  of  his  party's  core  con- 
stituencies. And  he  finally  turned  the 
White  House  guns  on  Perot  by  sending 
Vice-President  Al  Gore  to  debate  the 
Texan  on  Nov.  9  (page  38). 

That  the  NAFTA  battle  has  taken  on 
such  dimensions  is  surprising,  given  the 
banality  of  the  fine  print  in  the  '2,000- 
page  trade  pact.  Over  the  short  term, 
the  agreement  is  expected  to  have  an 
imperceptible  impact  on  the  $6  trillion 
U.  S.  economy.  Mexico  is  indeed  the 
biggest  winner— mainly  at  the  expense 
of  low-wage  countries  such  as  Korea, 
Taiwan,  and  Ireland.  But  the  U.  S.  and 
Canada  are  likely  to  benefit  l)y  the  elim- 
ination of  the  few  tariffs  left  in  North 
America.  And  the  accord  should  create  a 
strong  trading  l)loc,  spurring  economic 
growth  across  the  continent. 

There's  an  additional  sweetener  for 
the  U.  S.,  too:  new  rules  that  give  trade 
benefits  only  to  products  with  high  per- 
centages of  North  American-made  parts 
will  make  it  unprofitable  for  Japan  and 
European  multinationals  to  assemble  fin- 
ished products  in  Mexico  from  foreign- 
made  parts.  That  means  increased 
investment  in  U.  S.  manufacturing  facil- 
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REPERCUSSIONS  IF 
A  GOES  DOWN 

;  TIGER  A  "no"  vote  would  be 
"st  congressional  rejection  of 
krn-day  President's  trade 
ment.  It  would  shake 
ational  confidence  in  the 
and  signal  an  American 
1  froni  global  leadership. 

ED  ON  TRADE  Clinton  would 
barrassed  at  the  Nov.  20 
Pacific  conference,  a  confab 
osting  in  Seattle  to  discuss 
Japan  would  move  more 

on  U.  S.  demands  for 
't  access.  Worldwide  trade 
n  peneva  could  die. 


BROTHER,  CAN  YOU  SPARE  A  PESO? 

Mexico  would  seek  out  invest- 
ments from  Japan  and  Germany, 
and  anti-American  sentiment  south 
of  the  border  would  grow.  Hopes 
of  improving  Mexico's  standard  of 
living,  slowing  illegal  immigration 
to  the  U.  S.,  and  cleaning  up  the 
border  could  be  dashed. 

RETREAT  ON  REFORM  Growing  U.  S. 
investment  in  Latin  America  would 
slow,  and  moves  toward  political 
and  economic  reform  in  the 
hemisphere  could  be  dealt  a 
setback.  Ruling  Canadian  Liberals 
would  be  emboldened  to  abandon 
trade  liberalization  with  the  U.  S. 


CARTER  REDUX?  At  home,  President 
Clinton  would  look  weak  and 
ineffective.  Democrats  would  be 
less  likely  to  vote  for  his  domestic 
programs.  Clinton  badly  needs 
congressional  support  for  such 
hot-button  issues  as  health-care 
reform. 

WHO  LOST  NAFTA?  The  Democratic 
Party  would  play  the  blame  game 
over  the  loss.  The  split  could  help 
the  GOP  capture  the  Senate  in 
1994. 

DATA:  BUSINESS  WEEK 
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s  own  visual  aids  against  Ross  Perot's  pie  charts  and  photographs  of  Mexican  slums, 
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5  >  WAR  OF  WORDS:  1 
fa  -  THE  TWO  SIDES  OF  HAHA 

IF  NAFTA  PASSB,  THESI  ARE  THE  WINNERS: 


ities.  "We  certainly  will  invest  more  in 
the  U.  S.  than  we  previously  would 
have,"  says  Horst  Langer,  who  overseas 
U.  S.  operations  for  Germany's  Siemens. 
Indeed,  Langer  argues  that  "technically 
sophisticated,  high-value  goods  could 
only  l)e  made  in  the  U.  S."  under  NAFTA. 

The  fallout  fi-om  a  defeat,  however, 
could  go  far  heyond  the  three  North 
American  nations.  Already,  global  mar- 
kets are  showing  jitters  over  a  possil)le 
"no"  vote.  If  a  defeat  were  viewed  as  a 
victory  for  protectionism,  David  Mal- 
pass,  director  of  international  economics 
for  Bear,  Steams  &  Co.,  envisions  a  con- 
traction in  world  trade  and  a  slowdown 
in  investment  flows.  "You  can  expect  to 
see  a  falloff  in  world  stock  markets  of 
10%  or  more,"  Malpass  predicts. 

Nowhere  would  a  NAFTA  loss  be  felt 
more  strongly  than  in  Mexico  and  in 
Latin  America,  where  the  accord  is  seen 
as  a  major  step  along  a  10-year  march 


toward  free-market  reforms.  Mexican 
President  Carlos  Salinas  de  Gortari 
stands  to  lose  the  most.  With  selection 
of  his  successor  overdue,  Salinas  worries 
that  his  PRI  (Institutional  Revolutionary 
Party)  could  lose  its  64-year  hold  on  the 
nation's  government  to  a  less  reform- 
minded  regime.  "The  most  important 
reason  to  vote  for  NAFTA  is  to  lock  in 
[Mexico's]  reforms,"  argues  John  H. 
Bryan  Jr.,  chairman  of  Sara  Lee  Corp. 
BIG  RIPPLES.  Indeed,  in  the  wake  of  a 
nay  vote,  Salinas'  well-received  econom- 
ic initiatives— privatization,  fiscal  reform, 
and  the  push  for  increased  productiv- 
ity—could be  thrown  into  reverse.  The 
overheated  Bolsa,  inflated  by  free-trade 
expectations,  could  plunge.  And  to  pre- 
vent capital  flight,  interest  rates  would 
have  to  jump  dramatically. 

The  strain  on  Mexico  was  already 
showing  during  the  week  before  the 
vote.  The  peso  plunged  4.8%  vs.  the  dol- 


irni 


lar  on  the  eve  of  the  Perot-Gore  debat  tt: 
The  day  of  the  debate,  in  the  natior  en 
weekly  Ti"easury-bill  auction,  the  Me:  »| 
can  T-bill  rate  jumped  four  points,  es 
17%.  The  peso  recovered,  thanks  al 
intervention  by  Mexico's  central  ban 
market  sources  say.  But  market  an 
lysts  say  the  auction  is  an  indicati< 
that  rates  could  climb  perilously  high 
if  NAFTA  goes  down— ])otentially  tumiilia 
Mexico's  current  slowdown  into  a  rece  b 
sion.  "This  is  one  of  the  greatest  m 
ments  of  uncertainty  that  we  have  fao 
in  the  past  decade,"  says  Jesus  ReyMoi 
Heroles,  chief  economist  of  the  Gru] 
de  Economistas  y  Asociados,  a  Mexi  h. 
City  consulting  firm. 

Farther  south,  reform-minded  leadefii, 
would  see  the  "no"  vote  as  an  outrig 
betrayal.  Under  the  plan  original 
hatched  by  former  President  Georj  ar. 
Bush,  other  Latin  countries  and  Caribb 
an  Basin  nations  could  sign  onto  tl 
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gement,  eventually  creating  a  hemi- 
eric  free-trade  zone  to  dwarf  any  in 
ope  or  Asia.  Chile  has  already  said  it 
es  to  join  the  bloc;  Argentina  and 
)mbia  are  close  behind.  "Defeat  would 
a  slap  in  the  face  to  all  leaders  in 
Western  Hemisphere  who  have  cho- 
the  capitalist  road  over  government- 
:rolled  economies,"  says  Robert  E. 
iham,  chairman  of  Salomon  Inc.  Con- 
is  Cesar  Gaviria,  President  of  Colom- 
'Failure  to  approve  NAFTA  would 
jiderably  damage  the  atmosphere  of 
lomic  understanding  between  North 
erica  and  Latin  America." 
'hen  there's  Asia.  With  relations  be- 
en the  U.  S.  and  China  in  a  down- 
d  spiral,  Clinton  has  agreed  to  host 
first  meeting  of  American  and  Chi- 
}  leaders  since  the  1989  Tiananmen 
;are  massacre.  The  parley  is  slated  to 
in  in  Seattle  a  mere  48  hours  after 
NAFTA  vote.  The  U.  S.  sees  the  con- 


ference as  a  chance  for  Clinton  to  reas- 
sert U.  S.  displeasure  over  Beijing's 
abuse  of  human  rights  and  spread  of 
missile  technology— and  convince  Presi- 
dent Jiang  to  open  his  country's  gigantic 
market  to  U.  S.  goods.  But  Clinton  could 
be  thwarted  if  he  limps  in  as  a  battered 
victim  of  NAFTA-phobia.  "To  say  the  tim- 
ing [of  the  meeting]  is  unfortunate  is 
an  understatement,"  sighs  one  worried 
senior  Administration  official. 

Jiang  isn't  the  only  reason  Clinton 
may  end  up  sleepless  in  Seattle.  With 
nafta's  defeat,  Japanese  Prime  Minister 
Morihiro  Hosokawa  might  wonder  aloud 
to  Clinton  how  the  U.  S.  can  fault 
Japan's  inward  turn  on  fiscal  and  politi- 
cal reforms  when  Congi-ess  has  rejected 
his  expansionist  trade  policies.  Other 
Asian  nations  are  sure  to  shudder,  too. 
The  defeat  of  NAFTA,  says  Tony  Miller, 
director  general  of  Hong  Kong's  Ti-ade 
Dept.,  "would  be  a  message  to  the  world 


that  the  U.  S.  is  closing  in  on  itself,  be- 
coming introverted.  That  is  not  a  reas- 
suring message  to  Asia." 
PEROT  FODDER.  A  further  worry  is  the 
effect  of  a  "no"  vote  on  the  General 
Agreement  on  Tariffs  &  Ti-ade.  The 
U.  S.  has  taken  the  lead  role  in  the  7- 
year-old,  109-nation  Geneva-based  trade 
talks  that  are  scheduled  to  conclude  by 
Dec.  15.  A  nay  vote  also  would  signal  a 
U.  S.  retreat  from  trade  leadership  and 
undercut  the  authority  of  American 
trade  negotiators  in  both  Europe  and 
Asia.  "The  question  is  U.  S.  leadership 
in  the  world,"  .says  House  Foreign  Af- 
fairs Committee  Chairman  Lee  H.  Ham- 
ilton (D-Ind.).  "That's  going  to  be  seri- 
ously hurt." 

Indeed,  some  trade  experts  fear  that 
the  President  won't  have  the  clout  to 
push  the  current  round  to  a  successful 
conclusion.  "If  Ross  Perot  can  scare  the 
American  people  about  a  trade  agree- 
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ment  with  two  countries,  he'll  have  an 
even  better  case  against  an  agreement 
with  109,"  worries  Gerrit  Jeelof,  chair- 
man of  the  European  American  Cham- 
ber of  Commerce.  Adds  Sir  Denys  H. 
Henderson,  chairman  of  Britain's  Impe- 
rial Chemical  Industries  PLC:  "The  next 
two  months  are  absolutely  critical  for 
world  trade.  NAFTA  and  CATT  are  abso- 
lutely imperative  if  we're  ever  going  to 
pull  out  of  this  very  low-growth  environ- 
ment. My  fingers  are  firmly  crossed." 


grade  labor  unions,  demagogues  like 
Perot,  and  reactionaries  like  Pat  Bucha- 
nan—the most  mean-spirited  on  the  right 
and  the  left,"  says  William  Kristol,  head 
of  the  Project  for  the  Repul)lican  Fu- 
ture, a  GOP  think  tank.  "That  aids  the 
prophets  of  fear  in  both  parties." 

For  Clinton,  the  first  big  casualty 
could  be  his  agenda  for  next  year. 
Democrats  would  be  unlikely  to  fall  in 
line  behind  Clinton's  domestic-policy  in- 
itiatives, which  will  include  such  contro- 
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THE  PRO-MAFTA  VIEW 


NAFTA  will  produce 
a  gain  of  170,000 
U.  S.  jobs  during  the 
next  decade,  says  a 
study  by  economists 
Gary  Hufbauer  and 
Jeffrey  SchotL 
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THE  AHTI  POSITION 


NAFTA  will  mean  a 
job  loss  of  550,000  in 
the  next  10  years, 
says  a  forecast  by 
the  Economic  Policy 
Institute  in  Washing- 
ton, a  think  tank. 


THE  CONTEXT 


With  or  without 
NAFTA,  DRI/ 
McGraw-Hill  figures 
overall  U.  S. 
employment  will 
grow  by  about  18 
million  by  2004. 


If  the  accord  fails,  he  frets:  "I  fear  the 
reaction  will  be  a  GATT  failure  the  next 
month.  Then,  all  sorts  of  fortresses  will 
start  going  up." 

At  home,  meanwhile,  the  stakes  are 
just  as  high.  Still  struggling  to  over- 
come fears  about  declining  wages  and 
plants  moving  abroad,  Clinton  is  forced 
to  rely  on  Republicans  for  support. 
That's  a  perilous  position  to  be  in:  The 
GOPers  themselves  are  split  between 
voting  their  free-trade  convictions  and 
the  mischievous  impulse  to  watch  Clin- 
ton self-destruct.  In  fact,  a  NAPfA  belly- 
flop  would  likely  wound  both  parties. 
"It  will  strengthen  the  hand  of  retro- 


versial  issues  as  a  health-care  overhaul 
and  welfare  reform.  "Members  of  Con- 
gress will  be  panicked,"  says  Democrat 
strategi-st  Ted  Van  Dyk.  "If  the  Presi- 
dent goes  down,  they'll  be  afraid  of  su]> 
porting  him  on  almost  anything." 

An  embarrassment  on  NAFTA,  follow- 
ing .so  closely  on  the  heels  of  defeats  in 
the  New  Jersey  and  Virginia  gubernato- 
rial races  and  the  New  York  City  mayo- 
ral vote,  also  bodes  poorly  for  Demo- 
cratic prospects  in  the  '94  midterm 
elections.  The  Presidential  party  tradi- 
tionally loses  seats  in  the  mid-terms.  In 
the  Senate,  21  of  the  34  seats  up  for 
reelection  are  held  by  Democrats,  and  a 
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damaged  Clinton  could  cost  the  par 
its  current  12-vote  edge.  "The  Reput 
cans  are  going  to  be  highly  energizec 
says  University  of  Wisconsin  politic 
scientist  Charles  0.  Jones.  "They'll  wo 
hard  at  getting  the  best  candidate 
they'll  attract  more  money,  and  thej 
picture  the  Democrats  as  incapable 
running  the  government." 
CRUMBLING  CORE?  Even  moT"e  worrisorj 
to  the  White  House  are  the  rifts  in  t  I 
Democratic  Party  that  have  widen 
during  the  NAFTA  fight.  In  last  yea: " 
campaign,  Clinton  ran— and  won— as 
different  kind  of  Democrat:  one  ready 
defy  the  party's  traditional  coalitior 
Clinton  eml)raced  NAFTA  as  a  vehicle 
attract  business  support  and  middle-cl 
suburban  voters. 

But  the  party's  core  constituenciS 
are  fighting  back  with  unexpected  fui 
using  NAFTA  as  their  rallying  point.  C 
ganized  labor,  blacks,  and  some  en' 
ronmental  and  consumer  groups  a  iJi* 
fighting  for  nothing  less  than  the  he£  ^ 
and  soul  of  the  Democratic  Party,  { 
guing  that  good  jobs  are  more  imports  m. 
than  economists'  abstract  argumen 
about  the  l)enefits  of  free  trade. 

If  traditional  Democratic  constitut 
cies  are  in  control,  it  would  be  diffic 
for  Clinton  to  turn  his  43%  plurality 
1992  into  a  majority  in  '96,  says  t 
From,  president  of  the  centrist  Den 
cratic  Leadership  Council.  "You  cai 
have  a  political  party  that  is  run  by  c 
dining  interests  and  expect  it  to  expa 
its  base,"  From  says.  "The  problem 
the  party  before  Clinton  was  that  it  w  [ji 
dominated  by  forces  that  looked  bac 
ward  rather  than  by  forces  that  want 
to  lead  the  party  into  the  future." 

Who  will  win  out  in  the  end?  In 
battle's  waning  stages,  the  White  Hon 
has  acknowledged  how  tight  the  infigl 
ing  is  by  deliberately  raising  the  stak( « 
In  his  closing  days'  rhetoric,  Clinton  h 
transformed  the  struggle  from  an  incc 
elusive  economic  debate  about  wagfijp 
jobs,  and  investment  flows  into  son 
thing  more  cosmic:  A  huge  foreign  p(  ,i| 
cy  test  in  which  America's  leaders? 
in  the  post-cold  war  era  is  on  the  line " 

That  may  yet  turn  out  to  be  an  exj 
geration,  even  if  NAFTA  goes  down 
flames.  But  it's  hard  to  overestima" 
the  importance  of  the  vote  to  con:,|(] 
"This  is  a  choice  between  the  politics 
fear  and  the  politics  of  hope,"  said  Go 
in  his  rough-and-tumble  showdown  wi 
Perot.  But  for  Clinton,  there  is 
choice.  To  avoid  a  grim  plane  ride 
Seattle,  he  must  convince  America  tl: 
a  failed  NAFTA  has  fearful  consequenci 

By  Douglas  Harbrccht,  Susan  B.  Gi 
land,  Owen  Ullmann,  and  Paul  Magni 
son  in  WoHhington,  ivith  Geri  Smith 
Mexico  City  and  bureau  reports 


36  BUSINESS  WEEK/NOVEMBER  22,  1993 


COVER  S 


Radio  Shack  Presents 
The  New  Tandy*  PDA 


Now  you  can  travel  light  with  a 


Easy  as  Pen  and  Paper 

St  jot  a  name,  scribble  a  phone 
mber  or  draw  a  map — it's  that  easy, 
le  built-in  PalmPrint™  software  can 
en  read  your  writing! 

te  Logic  Power  of  a  Computer 

le  GEOS®  system  software's  easy- 
-follow  icons  and  menus  make  our 
)A's  power  easy  to  use.  The  PDA's 
lart,  powerful  programs  give  you 
sy  ways  to  handle  life's  details. 

e  Ability  to  Connect  to  the  World 

le  Tandy  PDA  links  to  your  PC.  and 
mmunicates  with  popular  Windows 
plications.*  By  adding  a  modem  you 
n  connnunicate  worldwide! 

lovotion,  Not  Confusion! 

dio  Shack  even  includes  a  helpful 
t- started  video  tape  to  get  you  up  and 
ming  fast!  It  couldn't  be  easier! 


Palm  Oruani/cr  solt 
ware  includes  a  note 
book,  scheduler  am.: 
address  book. 


Zoomer  Personal  Digital  Assistant 


Scud  a  fax  back  to  Ihe 
office  of  notes  you 
made  on  the  plane. ^" 
With  Motorola  s 
[-.MBARC"  service 
our  PDA  becomes  a 
iTiessaging  pager. 


Included  software 
let.s  you  access 
America  Online® 
to  get  news,  stock 
quotes — you  can 
even  send  and 
receive  t^-mail.* 


Optional  PC  software 
lets  you  transfer  data 
between  the  Tandy 
PDA  and  your  PC 
— even  from  popular 
programs  like  Lotus 
Organi/cr'". 


Only  4.5"  x  7' 


Compare?  (its 

not  even  fair!) 

Tandy  Apple" 
PDA  Newton'" 

Integrated  Pocket  Quicken 
Income/Expense  Tracking 

YES!  Sorry. 

Built-in  Dictionary,  Spell  Checker, 
Thesaurus  and  Language  Translator 

YES!  Huh' 

Battery  Life  (Our  calculations      ,„„  ,     ,  l 
,             ,,         .  ,      120  hours!  35  hours, 
from  comporoble-use  testing) 

Stores  Handwriting  as  Data 

YES!  Limited. 

Fits  in  a  5"  Inside  Coat  Pocket 

YESi 

Bigger  Pocket. 

America  Online 

(E-Mail,  Stock  Quotes,  News,  etc.)* 

YESI  Nope. 

EAASY  SABRE^"  flight  Reservations*  YES!  Grounded. 


More  Proof  That  Radio  Shack  Demystifies  Technology 


[uires  upiional  equipment.  CBOS  l^  j  regislered  irademark  ofGeoWorkN 
OEOS  system  software  is  puhlished  hy  GeoWurks.  Palm  Computing, 
iTiPnnI  and  Powerlnk  are  trademarks  of  Palm  Computing  PalmPnni  and 
almOrganizer  are  published  hy  Palm  Compulmg-  America  Online  is  a 
regisii.red  trademark  of  America  Online.  Inc 


Radio  /haeK 


Potkel  Quicken  is  a  trademark  iil  Intuil  Appli 
Newlon  IS  a  Irademark  ol  Apple  Ciimpuler.  Int  Lotus  Organ 
trademark  ul  Ijtlus  Developmcnl  Ccirpiiralnm  EAASY  SABRt; 
markof  SABRt;  Travel  Inf.irniati.m  Network  tMBARC  is  a  se 


red  trademark. 


I  Mo 


ul.i.  In 


over  Story 


A  GOP  STRONGHOLD  SAYS:  PIPE  DOWN,  ROSS 


The  Red  Blazer's  raft- 
ers are  rich  with  the 
symbols  of  New  Hamp- 
shire's rustic  past: 
Wooden  rakes,  antique 
photos,  and  mounted 
deer  heads  fill  this  restaurant  on  the 
outskirts  of  Concord,  the  state  capi- 
tal. But  when  it  comes  to  politics,  sen- 
timent doesn't  count  for  much  here. 

Nine  local  residents  talked  with 
BUSINESS  WEEK  during 
the  Nov.  9  debate  be- 
tween 'Vice-President 
Al  Gore  and  anti-NAK- 
TA  crusader  Ross  Per- 
ot. The  consensus: 
Emotional  calls  to  pro- 
tect America's  stan- 
dard of  living  by  re- 
jecting the  free  trade 
pact  don't  cut  it  in  this 
largely  Republican  city 
of  36,000. 

CONFUSION.  A  year 
ago.  Concord  voters 
looking  for  change  gave 
Bill  Clinton  a  solid 
boost  in  the  Presiden- 
tial election.  Now, 
they're  swinging  behind 
NAFTA— despite  a 
strong  17%  showing  for 
Perot  in  the  race  for 
the  White  House.  One 
reason:  Economic  fears  that  contriliuted 
to  Perot's  support  have  since  cooled. 
The  area's  unemployment  rate  has  fal- 
len to  4.4%,  well  Ijelow  the  national  av- 
erage, and  on-time  payments  of  city 
property  taxes  have  risen  sharply  since 
early  1992.  "There's  a  chance  of  some- 
thing good  happening  if  NAFTA  passes.  I 
don't  see  what  good  happens  if  it 
doesn't  pass,"  says  Dean  J.  DeLaHaye, 
an  electronics  technician  who  last  year 
lost  his  job,  then  found  a  lower-paying 
position  after  nine  months  out  of  work. 

If  these  residents  are  any  indica- 
tion, Perot's  debate  performance  didn't 
play  well.  Rather  than  carve  out  a  toe- 
hold for  the  1996  Pr-esidential  elections, 
the  Texan's  performance  may  have 
damaged  his  credibility.  Laughter 
erupted  in  the  Red  Blazer's  bar  the 
minute  the  feisty  l>usiness  executive 
pulled  out  his  colorful  charts.  "There 
he  goes,"  quipped  retired  cal)le-TV  sys- 
tem operator  Robert  Baxter.  When 
Perot  later  professed  sympathy  for 
Mexican  workers  exploited  by  low-pay- 
ing jobs,  housewife  Ellen  Fries  threw 


up  her  hands  at  the  apparent  contra- 
diction: "If  Mexicans  have  no  money, 
how  does  refusing  to  buy  their  prod- 
ucts help  them?  It  doesn't  add  up." 
Nationwide,  viewers  shared  her  con- 
fusion: Sympathy  seemed  to  swing 
markedly  pro-NAFTA  (chart). 

New  Hampshire  has  already  en- 
dured the  reshaping  of  its  business 
community  by  regional  and  global  com- 
petitors. The  state's  largest  electric 


utility.  Public  Service  Co.  of  New 
Hampshire,  fell  into  bankruptcy  in  1988 
and  was  sold  last  year  to  a  Connecticut 
power  company.  And  the  collapse  of 
the  state's  real  estate  boom  five  years 
ago  forced  the  FDIC  to  consolidate  its 
five  largest  banks  into  three.  All  now 
are  owned  by  companies  from  outside 
the  state  or  nation. 

Residents  say  the  wholesale  restruc- 
turing has  helped  take  some  of  the 


THE  GORE  EFfECT 


Opinion  on  NAFTA 

-  before  ond  offer  the  

Nov.  9  Gore-Perof  debate 
I  BEFORE    BARER  — 


FOR  NAFTA     AGAINST  IT    NO  OPINION 

A  PERCENT         *  INTERVIEWS  WITH  357  DEBATE  WATCHERS. 
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fear  out  of  NAFTA.  The  state's  prox- 
imity to  Canada,  moreover,  makes  peo- 
ple here  relatively  open  to  cross-border 
trade.  Weekends  find  Canadian  auto 
racing  fans  flocking  to  a  nearby  speed 
way  and  shopping  in  Concord  stores. 
Regina  Baxter,  a  local  artist  whose 
works  have  been  bought  by  Canadian 
tourists,  says  the  anti-NAFTA  furor  ig- 
nores the  benefits  of  trade  with  Cana- 
da. "We're  hearing  about  Mexico  all 
the  time,  and  no  one 
is  saying  anything 
about  Canada,"  she 
says.  After  the  U.  S 
signed  a  free-trade 
agreement  with  Cana 
da.  New  Hampshire 
shifted  its  business 
and  tourist  recruit 
ment  efforts  to  Cana 
da— from  Europe  and 
elsewhere. 

Job  losses?  Giant 
sucking  sound?  To 
night,  it's  not  so  big  £ 
worry.  Attorney  David 
Fries,  Ellen's  husband, 
discounts  Perot's  argu- 
ment that  cheap  Mexi 
can  labor  will  usurp 
U.  S.  jobs.  True,  Fries 
says,  some  jobs  will 
head  south  regardless 
of  which  way  the  NAF- 
TA vote  goes.  But  if  the  treaty  passes, 
he  says,  "we're  more  likely  to  increase 
jobs  in  companies  by  expanding  the 
market."  Moreover,  he  adds,  environ 
mental  opponents  to  NAFTA  should 
view  economic  self-interest  as  the  best 
way  to  counter  lax  antipollution  en- 
forcement in  Mexico:  "There's  a  higher 
likelihood  of  new  environmental  laws  ii 
we  have  a  real  economic  relationship 
rather  than  shut  them  out." 

It  was  a  good  night,  then,  for  Gore 
whose  challenging  of  Perot's  facts  and 
logic  seemed  to  score  with  residents 
here.  But  the  TV  fireworks  don't  neces- 
sarily translate  into  support  fi-om  New 
Hampshire's  representatives  in  Con 
gress.  Its  two  senators  and  two  U.  S 
representatives  are  split  evenly  over 
NAFTA— with  the  state's  lone  Democrat, 
Representative  Dick  Swett,  opposing 
the  pact.  "There's  no  love  here  for  the 
Clinton  Administration,"  says  John 
Udaloy,  a  'oan  officer.  NAFl'A  may  fly  ir 
Concord's  Red  Blazer,  but  Congress  is 
likely  to  be  less  friendly. 

By  Gary  McWilliams  in  Cmcord,  N.  H. 
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BORDER 
CROSSINGS 


NAFTA  would  fulfill  the  promise  of  a  continental  market 


If  you're  concerned  about 
what  a  future  continen- 
tal trade  bloc  will  look 
like,  turn  off  the  talking 
heads,  with  their  grandi- 
ose promises  and  dire 
threats,  and  dig  into  a  few  corporate 
planning  books.  The  North  American 
Free  Trade  Agreement  has  been  an  ob- 
session for  the  past  year,  as  companies 
from  Wal-Mart  Stores  Inc.  to  Canada's 
Northern  Telecom  Ltd.  have  rushed  to 
test  the  promise  of  the  world's  largest 
market,  with  370  million  consumers  and 
$6.5  trillion  in  output.  If  NAFTA  is  killed, 
it  will  deal  a  blow  to  this  process.  But  if 
it  passes,  the  continent  will  be  a  step 
closer  to  a  strong  North  America  Inc. 

The  fact  is,  there's  little  border  left 
between  the  U.  S.  and  Canada,  as  tariffs 
have  come  tumbling  down  in  the  wake 
of  the  two  nations'  1989  bilateral  free- 
trade  agreement.  And  to  the  south,  the 
2,000-mile  border  with  Mexico  has  been 
growing  fuzzier  by  the  day.  Since  Mexi- 
co began  opening  its  doors  in  1986,  U.  S. 
exports  to  the  country  have  more  than 
tripled,  to  $40.6  billion.  That  makes  it 
America's  third-largest  trading  partner, 
just  behind  Canada  and  Japan.  And  the 
once-tentative  U.  S.  industrial  presence 
in  Mexico  has  mushroomed  into  a  full- 
scale  invasion,  as  giants  such  as  Ford, 
General  Electric,  and  IBM  have  moved 
beyond  slapping  up  maquUadoras  to 
weaving  Mexico  into  North  American 
production  strategies. 

POLARIZED  DEBATE.  Passage  of  NAFTA 
would  push  integration  into  high  gear. 
The  biggest  U.  S.,  Mexican,  and  Cana- 
dian companies  would  move  quickly  to 
shut  down  inefficient  plants  and  concen- 
trate production  where  it  makes  the 
most  sense.  The  winners,  whether 
American  Telephone  &  Telegraph  Co. 
or  Mexican  glass  producer  Vitro,  would 
be  able  to  tap  cheap  labor  for  some 
products,  while  using  more  skilled  work 
forces  for  others.  A  burst  of  alliances 
among  the  carmakers,  telecommunica- 
tions companies,  brewers,  retailers,  and 
service  companies  of  the  three  countries 
would  create  continental-scale  enterpris- 
es that  could  compete  against  the 
world's  best  (map). 


FARMING 


As  NAFTA  is 
phased  in, 

Mexico  will  supply  more 
citrus,  vegetables,  and 
fruits.  The  U.S.  ship 
south  more  meat  and 
grains,  including  corn 
Q-^  and  soybeans. 
Canadian  wood 
exports  will  grow. 


It's  true  that  nafta  would  prompt  a 
competitive  shakeout  throughout  North 
America.  Companies  would  disappear, 
jobs  could  vanish,  and  the  pain  would  be 
widespread.  But  the  corporate  survivors 
would  be  more  profitable  and  able  to 
take  advantage  of  a  bigger  market  and 
lower  costs.  In  fact,  because  so  many 
of  NAFTA's  benefits  will  flow  to  compa- 
nies, business  arguments  have  dominat- 
ed, and  ultimately  polarized,  the  debate. 

In  the  end,  though,  the  real  test  of 
NAFTA  will  be  whether  it  delivers  rising 
prosperity  on  both 
sides  of  the  Rio 
Grande.  For  Ameri- 
cans, the  trade  deal 
will  need  to  produce 
more  well-paying 
jobs  than  it  de- 
stroys. For  Mexi- 
cans, NAFTA  has 
even  bigger  promis- 
es to  keep:  It  must 
provide  rising  wag- 
es, better  benefits, 
and  an  expanding 
middle  class  with  enough 
purchasing  power  to  keep 
buying  goods  from  the  U.  S. 
and  Canada.  Both  scenarios 
are  plausible,  but  neither  is 
certain. 

One  big  reason  for  busi- 
ness confidence  is  that  NAFTA 
provides  a  more  secure  home 
base.  A  little-noticed  mecha- 
nism in  the  accord  has  enor- 
mous consequences:  high-lo- 
cal-content rules  that  favor 
companies  operating  within 
North  American  borders.  It  creates,  in 
effect,  a  continentwide  industrial  policy 
that  prevents  Asian  and  European  com- 
panies from  exploiting  the  deal.  One  ex- 
ample of  how  it  would  work:  As  NAFTA 
is  phased  in,  cars  assembled  at  the  facto- 
ry Mercedes-Benz  is  planning  in  Ala- 
bama would  eventually  need  to  have 
62. .5%  of  their  components  made  in 
North  America  to  enter  Mexico  or  Can- 
ada duty-free. 

Indeed,  many  European  and  Japanese 
corporations  are  already  scrambling  to 
move  production  to  North  America— 


AMERICA  INC. 
IS  TAKING  SHAPE 


AUTOS 


The  Big  Three 
expect  to  boost  exports  to 
Mexico  to  60,000  vehi- 
cles next  year  from  7,700 
this  year.  Overtime,  Mex- 
IpF^  ico  will  win  some 
{oj  manufacturing  jobs, 
such  as  assembly  of  small 
cars  and  light  trucks  ja^~ 
for  the  region.  CA'^r] 


CONSUMER  GOODS 


Wal-Mart,  J. C.  Penney, 
and  Radio  Shack  ore 
part  of  a  U.S.  retail 
move  into  Mexico.  Add 
fast-food  franchisers  and 
powerhouses  such  as 

Procter  &  Gamble, 
'and  it's  an  invasion. 
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TELECOM 


Massive  inte-  ^ 
gration  is  under  v 
way.  Canada's  Northern 
Telecom  builds  switches  in 
North  Caroline  and 
'^^^  installs  them  in  Mex- 
ico City.  Southwestern 
Bell  owns  a  piece  of  Tele- 
fonos  de  Mexico.  AT&T, 
MCI,  and  Sprint  will  try  to 
move  into  long  distance  in 
Mexico,  as  they  ffff^^^^ 


TEXTILES 


Strong  local-content  rules 
will  help  revive  U.S.  tex- 
tiles, which  will 
supply  apparel  C  * 
manufacturing  return- 
ing from  Asia  to  Mexico. 


ENERGY 


Mexico's  oil  patch 
remains  off-limits,  but 
NAFTA  would  spark  a 
boom  for  U.S.  oil  field  ser- 
vices and  power  genera- 
tion. The  U.S.  would  still 
be  dependent  on  i^dt 
Mexican  oil  imports.  A  A 


thereby  creating  jobs  for  North  Ameri- 
can workers.  And  while  foreign  critics 
say  the  content  rules  amount  to  For- 
tress America,  many  U.  S.  companies 
retort  it's  tit-for-tat  with  less-than-wide- 
open  Asia  and  Europe.  Says  Kenneth 
L.  Lay,  CEO  of  Houston's  Enron  Corp., 
an  energy  company:  "If  there  are  coun- 
tries that  want  to  protect  their  borders, 
at  least  we  have  a  very  large  fi-ee-trade 
zone  of  our  own"  (charts,  page  42). 

The  process  of  knitting  North  Ameri- 
ca Inc.  together  has  been  under  way 
since  1965,  when  the  U.  S.  and  Canada 
signed  the  Auto  Pact  allowing  free 
movement  of  cars  and  parts.  Then, 
in  1989,  free  trade  was  expand- 
ed to  include  the  rest  of  the 
U.  S.  and  Canadian  econo- 
mies. That  was  the  end  of  a 
system  in  which  inefficient 
Canadian  plants,  often  units  of 
U.  S.  giants,  struggled  to  serve  the 
small  Canadian  market.  Instead, 
companies  integrated  operations 
across  the  border. 
A  similar  process  is  going  on 
with  Mexico.  Integration  began  in 
1967,  when  Mexico  allowed  U.  S.  com- 
panies to  ship  components  duty-free 
across  the  border  and  then  assemble 
them  in  maquiladoras,  provided  that  the 
completed  goods  were  shipped  back  to 
the  U.  S.  With  Mexico  in  desperate 
straits  following  the  1982  debt  crisis, 
the  U.  S.  had  lever- 
age to  pry  open 
Mexican  markets. 
Tariffs  fell  after 
Mexico  joined  the 
General  Agreement 
on  Tariffs  &  Trade 
in  1986.  And  when 
FYesident  Carlos  Sa- 
linas de  Gortari  was 
elected  in  1988,  mar- 
ket-opening acceler- 
ated. NAFTA  would  be  the  cul- 
mination of  this  process. 

Now,  Mexico  could  be  a 
gold  mine  for  U.  S.  and  Ca- 
nadian companies,  and  they 
are  remaking  their  strategies 
to  cash  in.  To  satisfy  Mexi- 
co's growing  appetite  for 
northern  goods,  many  compa- 
nies are  boosting  exports,  and 
in  the  process,  adding  capacity  at  home. 
Already,  surging  demand  for  capital 
goods  and  other  industrial  supplies  has 
generated  a  surplus  in  U.  S.  trade  with 
Mexico  that  totaled  $5.6  billion  last  year. 
Other  companies,  meanwhile,  are  ex- 
panding their  Mexican  operations,  or 
moving  in  for  the  first  time,  knocking  off 
inefficient  Mexican  rivals  in  the  process. 
And  the  big  multinationals,  such  as  auto 
and  appliance  companies,  are  shuffling 


FINANCIAL  SERVICES 


Newly  deregulated 
Mexican  financial 
markets  will  grow  by  1 5% 
annually  in  the  next  three 
years.  Credit  cards,  mort- 
gages, and  life  and  prop- 
erty insurance  are  all  virgin 
markets  in  Mexico. 


assets,  revamping  operations  to  be  more 
competitive  globally,  and  sending  .some 
jobs  to  Mexico  while  consolidating  others 
back  home. 

Whatever  the  strategy,  companies 
across  the  landscape  have  export  fever. 
If  NAFTA  passes,  Cateipillar  Inc.  expects 
exports  to  Mexico  to  rise  25%,  to  $250 
million.  Cal-State  Lumber  Sales  has  seen 
revenues  rise  to  $167  million,  up  from 
just  $14  million  in  1989.  Now,  Cal-State 
is  opening  a  high-tech  lumber  mill  in 
Reno,  Nev.,  to  meet  demand. 

NAFTA  would  also  open  Mexico  to 
state-of-the-art  business  services  in  such 
areas  as  banking  and  telecommunica- 
tions, where  it  is  notoriously  deficient. 
Already,  roughly  a  dozen  Canadian  and 
American  banks  are  planning  to  open 
subsidiaries  in  Mexico  next  year  to  tap  a 
market  expected  to  grow  at  a  10%-to- 
15%  pace  over  the  next  three  years. 
The  future  also  looks  bright  in  insur- 
ance, where  premiums  are  expected  to 
reach  $50  biUion  in  15  years,  up  from 
just  $5  billion  last  year.  With  NAFTA  al- 
lowing U.  S.  insurers  full  access  to  the 
market  by  1996,  Americans  are  heading 
south.  Hartford's  Aetna  International 
Inc.  recently  paid  $100  million  for  a  30% 
share  in  Mexico's  second-largest  insurer, 
Seguros  Monterrey. 

LONG  DISTANCE.  Telecommunications  com- 
panies are  jumping  into  Mexico  with  ex- 
ports and  expanded  operations,  too. 
Since  Mexico  has  only  eight  phones  for 
every  100  people.  Northern  Telecom 
says  it  expects  sales  there  to  grow  as 
much  as  .50%  a  year,  from  an  estimated 
$200  million  currently.  Meanwhile,  it's 
boosting  employment  at  its  Monterrey 
plant.  AT&T  hopes  to  nearly  double  its 
share  of  Telefonos  de  Mexico's  central-of- 
fice switching  needs,  to  .33%,  within 
three  years.  And  after  1996,  when  Tel- 
mex  is  to  lose  its  monopoly  oi:  domestic 
long-distance  calls,  AT&T,  MCI  Communi- 
cations, and  Sprint  will  tap  that  mar- 
ket, just  as  they  did  when  Canada  al- 
lowed long-distance  competition  in  1992. 
Already,  Southwestern  Bell  Corp.  owns 
10%  of  Telmex,  and  Bell  Atlantic  Corp. 
last  month  sprang  for  $1  billion  to  buy 
42%  of  lusacell,  Mexico's  No.  2  cellular- 
phone  company. 

U.  S.  consumer-products  companies 
are  also  hoping  to  feed,  beautify,  and 
entertain  Mexican  consumers,  mostly 
through  stepped-up  exports.  Last  year, 
Mexico  imported  $4.50  worth  of  U.  S. 
goods  per  capita,  and  the  nearly  30  mil- 
lion middle-class  Mexicans  are  hungry 
for  more.  Chicago's  Dean  Foods  Co.,  for 
instance,  has  seen  Mexican  sales  of  its 
ice  cream  and  milk  climb  to  $10  million, 
up  from  nothing  18  months  ago.  Despite 
duties  that  average  10%,  Procter  & 
Gamble  Co.  exports  $100  million  worth 
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of  its  products  to  Mexico  a  year  and  ex- 
pects that  to  double  in  five  years.  Sales 
in  M(  xico,  from  six  plants  employing 
5,400  workers,  are  more  than  $1  billion. 

To  sell  even  more  in  Mexico,  retailers 
are  moving  in,  building  chains  of  stores 
across  the  country  and  cloning  U.  S.  dis- 
tribution methods.  J.  C.  Penney  Co. 
plans  to  open  its  first  Mexican  store 
soon  and  will  build  16  more  by  decade's 


trucks.  Currently,  "guys  run  around  in 
trucks  delivering  fresh  chickens  on 
lilocks  of  ice  with  a  tarp  over  them," 
says  President  Donald  L.  Griffin.  But 
to  l)ring  Mexican  companies  up  to  First 
World  standards,  Mexico's  technocrats 
are  imposing  tougher  regulations  aimed 
at  boosting  use  of  refrigerator  trucks. 

The  real  promise  for  bigger  corpora- 
tions is  a  deeper  level  of  integration 


R  >  HOW  NORTH  AMERICA  INC.  WOULD  STACK 


THE  AMERICAS  WILL  CONTINUE 
TO  BE  THE  BIGGEST  MARKET... 
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A  TRILLIONS  COMMUNITY  AMERICA 

OF  1993  DOLLARS 

...BUT  INVESTMENT  WILL 
STILL  FALL  SHORT 
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A  TRILLIONS  COMMUNITY  AMERICA 
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end.  Wal-Mart  already  has  14  stores  in 
Mexico  with  Mexican  partner  CIFRA,  in- 
cluding discount  outlets  and  wholesale 
clubs.  Similarly,  Cinemark  TisA  Inc.  of 
Dallas  is  building  a  10-screen  theater  in 
Monterrey  and  other  multiplexes  in  Chi- 
huahua and  Aguascalientes.  U.  S.  fast- 
food  chains,  from  Arby's  Inc.  to  Domi- 
no's Pizza  Inc.,  are  adding  stores  in 
major  cities,  and  pet-food  distributor 
Best  Feed  &  Farm  Supplies  Inc.  in  Oak- 
dale,  Pa.,  is  planning  three  Mexican 
outlets. 

NEW  HER.  Until  i-ecently,  most  U.  S.  com- 
panies in  Mexico  set  up  assembly  plants 
along  the  border,  with  their  backs  to 
the  Mexican  market,  and  merely  cashed 
in  on  cheap  labor.  But  now,  a  new  tier  of 
investors  is  rushing  south  to  make  and 
sell  goods  in  the  Mexican  market.  Mor- 
gan Corp.,  a  $100  million  outfit  in  Mor- 
gantown.  Pa.,  is  one  example.  It  is  inau- 
gurating a  factory  in  Monterrey  to  meet 
exploding   demand   for  refrigerated 


that  would  send  lower-tech  operations  to 
Mexico  while  keeping  higher-end  jobs 
at  home.  The  goal:  to  reduce  costs  and 
gain  an  edge  over  foreign  rivals.  Take 
televisions.  NAFTA  would  impose  a  15% 
penalty  on  foreign  picture  tubes,  enough 
to  boost  demand  for  North  American 
tubes  by  4  million  a  year,  figures  Ze- 
nith Electronics  Chairman  Jerry  K. 
Pearlman.  Eventually,  Hitachi  Ltd.,  Pan- 
asonic Co.,  and  others  will  have  to  pro- 
duce in  North  America  rather  than  im- 
port from  Asia. 

Some  of  those  jobs  will  naturally  flow 
to  Mexico.  Zenith,  Thomson,  and  most 
other  consumer-electronics  companies 
have  already  moved  much  of  their  TV  as- 
sembly to  Mexico  to  capitalize  on  low 
wages.  But  Thomson  Consumer  Elec- 
tronics Inc.  makes  its  larger-screen  TVs 
at  its  Bloomington  (Ind.)  plant,  still  the 
world's  largest,  churning  out  3  million 
sets  a  year.  And  Sony  Corp.  has  just 
opened  its  plant  for  big-screen  rear-pro- 


jection TVs  in  Westmoreland  County,  F 
Both  companies  figure  that  lower  trar 
portation  costs  and  other  factors  make 
cheaper  to  produce  such  sets  in  the  U. 

Autos,  among  the  first  to  test  tl 
North  American  production  concept,  a 
preparing  for  a  second  wave  of  integr 
tion.  One  pro-NAFTA  group,  the  Ins 
tute  for  International  Economics,  su 
gests  U.  S. -Mexican  trade  in  cars  ai 
parts  could  triple,  to  $25  billion,  by  19i 
up  fi-om  $8.3  billion  in  1990.  That's 
cause  NAFTA  would  let  Detroit  expo 
much  more  to  Mexico,  now  heavily 
stricted.  The  Big  Three  say  they'll  sei 
60,000  vehicles  to  Mexico  in  the  treatj 
first  year,  up  from  7,700  this  year. 
U.S.  SHOW.  But  over  time,  more  prodi: 
tion  of  inexpensive  cars  is  bound 
move  south.  Already,  Nissan  de  Mexi 
is  exporting  Sentras  to  Canada  and  lig 
trucks  back  to  Japan,  while  Fore 
superefficient  Hermosillo  plant  bull 
Escorts  and  Tracers  for  U.  S.  consum 
tion.  Ultimately,  this  could  make  Mexi 
a  major  production  center  for  "entr 
level,  price-sensitive  small  cars  and  lig 
trucks  for  the  entire  North  Americi 
region,"  says  Massachusetts  Institute 
Technology  economist  James  P.  Womac 
Meanwhile,  nafta  gives  U.  S.  and  Car 
dian  auto-parts  producers  an  opening 
take  business  away  from  highly  prote< 
ed  Mexican  makers.  Adds  Womac 
"Most  of  the  adjustment  costs  will 
l)orne  by  the  Korean  and  Japanese"  i 
porters,  rather  than  the  U.  S. 

While  it's  mostly  a  U.  S.  show,  the 
will  also  be  investment  flowing  fro 
.south  to  north,  as  Mexicans  reach  in 
the  U.  S.  market.  A  year  ago,  a  group 
Mexican  investors,  including  major  ve 
etable  and  fruit  growers,  paid  $559  m 
lion  to  acquire  Del  Monte  Fresh  Pr 
duce.  Their  goal:  to  add  high-vah 
products  to  Mexico's  agi'icultural  expo 
mix.  And  some  of  Mexico's  best-knov 
industrial  giants,  such  as  Vitro  and 
ment-maker  Cemex,  already  have  boug' 
U.  S.  companies  over  the  past  five  yeai 
hoping  to  benefit  once  free  trade  is 
place. 

NAFTA  is  North  America's  strateg 
response  to  the  global  economy.  But 
so  often  happens,  the  medicine  has  hei 
confused  with  the  malady.  And  the 
selling  NAFTA's  elixir  can  hardly  promi 
quick  relief  for  globalization  anxiety.  Ti 
truth  is  that  politicians,  with  their  tr€ 
ties,  are  no  match  for  the  economic  foi 
es  sweeping  the  world.  Still,  they  hai 
to  try  to  impose  some  order  on  the  h( 
ter-skelter  economic  integration  thai 
under  way.  NAFTA  would  help  make  tl 
job  ahead  that  much  easier. 

By  William  C.  Symonds  in  Toroni 
with  Geri  Smith  in  Mexico  City,  Stephi 
Bake?'  in  Pittsburgh,  and  bureau  repor^ 
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Advertising  doesn't  sell  software. 


Personal  recommendations  do.  Since  15  million  people  use 


our  word  processing  package,  it's  safe  to  say  i 


Wordperf ecf^  is  the  most  recommended  word  processor  in  history. 


And  will  continue  to  be,  given  the  rave  reviews  the  new 


WordPerfect  for  Windows  6.0  is  earning. 

Word  of  Honor 


Recommendations  win  customers. 


but  personal  service  keeps  them.  And  WordPerfect 


has  made  the  industry's  most  renowned 


commitment  to  technical  support. 


solving  99%  of  all  problems  on  the  first  call. 


Our  word-processing  customers  consistently 


award  us  the  highest  ratings  for  technical  service 


of  any  software  in  the  category. 

Word  of  Wisdom 


What  makes  an  application  popular  is  more  than  what's  in  the  box. 


That's  why  your  choice  of  a  software  company  is  just  as 


important  as  your  choice  of  software. 


Which  is  all  the  more  reason  to  choose  the  leader. 
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DEALS  I 


IT'S  GETTING  AWFULLY 
COMPLICATED,  BARRY 


BellSouth  may  make  his  Paramount  coalition  too  unwieldy 


arry  Diller  is  one  guy  who  proba- 
.bly  wouldn't  object  to  the  label 
control  freak."  He  left  Fox 
Broadcasting  Co.  in  1992  at  the  apex  of 
his  career  because  he  didn't  want  to  an- 
swer to  owner  Rupert  Murdoch.  And  he 
joined  a  home-shopping  service  rather 
than  a  more  glamorous  media  company 
in  part  because  it  allowed  him  to  be  his 
own  boss.  But  now,  in  the  crucial  wan- 
ing (lays  of  the  battle  for  Paramount 
Communications  Inc.,  Diller 
may  be  jeopardizing  the  very 
control  he  so  zealously  sought 
in  QVC  Network  Inc. 

Executives  close  to  Diller 
say  he  is  on  the  verge  of  sign- 
ing BellSouth  Corp.  as  the  lat- 
est investor  in  QVC's  growing 
consortium.  The  deal,  which 
could  be  announced  as  early 
as  Nov.  11,  calls  for  the  re- 
gional Bell  operating  compa- 
ny to  invest  $1.5  billion  in 
QVC.  The  cash  will  come  in 
handy:  Sources  say  Diller  will 
use  $1  billion  of  it  to  boost  his 
bid  for  Paramount.  On  Nov.  6, 
archrival  Viacom  Inc.  sweet- 
ened its  offer  to  $10.2  billion, 
roughly  $500  million  more 
than  QVc's  current  bid. 

BellSouth's  support  comes 
at  a  price,  though.  As  part  of 
the  deal,  the  Baby  Bell  will 
become  one  of  three  voting 
stockholders  in  QVC,  with 
Diller  and  Comcast  Corp. 
QVc's  other  voting  sharehold- 
er. Liberty  Media  Corp., 
would  revert  to  being  a  pas- 
sive investor.  Indeed,  Diller 
would  use  the  rest  of  Bell- 
South's cash  to  buy  out  Liberty's  $500 
million  investment  in  his  takeover  bid. 
TURNER'S  TROUBLE.  The  trouble  is,  Bell- 
South may  not  l)e  as  compliant  a  partner 
for  Diller  as  Liberty  and  its  powerful 
chairman,  John  C.  Malone.  For  one 
thing,  Malone  and  Comcast  President 
Brian  L.  Roberts  enticed  Diller  to  join 
QVC  by  treating  him  as  an  equal  part- 
ner— even  though  he  bought  into  the 
company  with  less  than  a  37'  equity 
stake.  BellSouth  may  not  countenance 


that  arrangement  for  long:  Executives 
close  to  the  deal  say  BellSouth  first  ap- 
proached Diller  about  buying  QVC  out- 
right for  up  to  $5  billion.  "Any  time  you 
take  on  new  partners,  it  makes  business 
decisions  more  difficult,"  says  Lisbeth 
R.  Barron,  a  media  analyst  at  S.  G.  War- 
burg &  Co.  'That's  the  problem  Ted 
Turner  has." 

True,  Diller  had  little  choice  but  to 
distance  himself  from  Malone.  The  Fed- 


Now,  Diller  has  another  problem: 
Paramount's  purchase  of  Macmillan, 
with  $553  million  he  may  have  needed 


eral  Trade  Commission  has  been  scruti- 
nizing QVC's  proposed  acquisition  for 
antitrust  implications.  And  a  senior  FTC 
official  says  the  government  is  most  con- 
cerned with  Malone's  voting  control  of 
QVC.  By  relinquishing  his  one-third  vote, 
Malone  should  help  Diller  clear  a  thorny 
regulatory  hurdle. 

Still,  Diller's  increasingly  unwieldy  co- 
alition could  pose  other  problems.  In  ad- 
dition to  Comcast  and  Liberty,  QVC  has 
lined  up  $500  million  each  from  Advance 


Publications  Inc.  and  Cox  Enterprist 
Inc.  Colleagues  say  Diller  understanc 
the  risks  of  adding  hard-charging  Bel 
South  to  such  a  tenuous  mix.  So  he  hz\ 
worked  to  whittle  down  BellSouth's  ii 
vestment  and  role  in  QVC's  future.  Thi] 
may  be  wise,  since  he  shouldn't  count  oi 
the  phone  company  to  remain  a  teaii 
player:  BellSouth  won't  comment,  but  ii| 
vestment  bankers  point  out  that  it  hel  | 
separate  talks  with  Viacom  and  even  e:  \ 
plored  its  own  bid  for  Paramount  wit  1 
bankers  at  Wasserstein,  Perella  &  Co.  ■ 
NERVY  GUY,  Diller  can't  take  his  otht 
partners  for  granted,  either.  Cox  Ente  '< 
prises,  for  one,  has  always  fretted  aboi| 
phone  companies  encroaching  on  its  c| 
ble  franchises,  according  to  one  form' 
senior  Cox  executive.  Sure  enough,  &a.y 
another  source  familiar  with  the  dea 
Cox  is  now  leery  of  BellSouth. 

If  that's  not  enough,  Diller  has  to  de: 
with  Paramount's  pending  acquisition  ( 
Macmillan  Publishing  Co.  0 
Nov.  10,  Paramount  won  th 
prestigious  book  publisher  i 
a  court-ordered  auction 
British  press  lord  Robei 
Maxwell's  bankrupt  holding: 
Rival  media  executives  sa 
Paramount's  aggressive  bi 
of  $553  million  makes  th 
company  more  pricey  for  bot 
Diller  and  Viacom,  since  bot 
could  have  used  Paramount 
$1  billion  cash  hoard  as  a  wa 
to  finance  their  own  deals. 

Viacom  has  lost  no  tim 
capitalizing  on  Diller's  situi 
tion.  Executives  close  to  Vij 
com  say  Chairman  Sumner  ^ 
Redstone  decided  to  boost  h 
bid  to  take  advantage  c 
QVC's  perceived  vulnerabilit; 
Diller  will  likely  spring  h 
counteroffer  before  Nov.  K 
when  the  Delaware  Chancer 
Court  is  set  to  rule  on  QVC 
request  that  it  throw  out  Re( 
stone's  original  merger  agrei 
ment  with  Paramount. 

In  the  meantime,  say  h: 
colleagues,  Diller  has  kej 
QVC's  coalition  together  wit 
his  strong  personality  an 
steely  nerves.  On  Nov.  6,  in  the  midst  ( 
tense  talks  with  BellSouth,  Diller  too 
time  off  to  attend  a  bar  mitzvah  for  th 
son  of  Michael  Ovitz.  The  Hollywoo 
superagent  had  assembled  several  carr 
val  rides  for  the  occasion,  and  observei 
say  Diller  headed  straight  for  the  moi 
gut-wrenching  one.  Good  practice,  pe 
haps,  for  the  crazy  roller-coaster  rid 
that  Paramount  has  become. 

By  Mark  handler  in  Neiv  York,  wit 
Ronald  Grover  in  Los  Angeles 
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POLITICS  I 


RUDY  WON  NEW  YORK, 

BUT  CAN  HE  WIN  WALL  STREET? 


The  new  mayor  faces  a  jittery  business  community 


R: 


^udolph  W.  Giu- 
liani didn't  get 
.much  time  to 
bask  in  victory.  Immedi- 
ately after  deposinj; 
New  York  Mayor  David 
N.  Dinkins  in  Nov.  2 
voting,  the  Republican 
winner  launched  a  non- 
stop effort  to  mend  the 
social  fabric  of  a  city 
torn  by  a  bitter,  racially 
divisive  campaign.  Giu- 
liani got  rave  reviews 
for  his  post-election 
meetings  with  former 
foes.  But  the  success  of 
his  administration  is 
likely  to  dejjend  more  on 
his  handling  of  a  less 
emotional  challenge: 
curing  New  York's  eco- 
nomic woes. 

Giuliani  will  step  into 
a  crisis  when  he  takes 
office  in  January.  The  city's  revenues 
for  the  fiscal  year  ending  next  June  80 
are  projected  to  run  $500  million  below 
outlays.  And  powerful  unions  will  resist 
Giuliani's  campaign  pledge  to  slash 
35,000  city  jobs  to  close  the  gap.  Mean- 
while, the  mayor-elect  says,  New  York 
City's  high  taxes  and  suffocating  regula- 
tions have  spurred  a  business  exodus 
that  has  contributed  to  the  loss  of  about 
400,000  private-sector  jobs  in  four  years. 
"NOT  ONE  OF  US,"  Where  to  begin'?  "The 
No.  1  job  of  the  next  mayor  is  to  create 
a  sense  of  confidence  that  he  will  lead  us 
out  of  the  desert,"  says  former  Mayor 
Edward  I.  Koch,  a  Democrat  who  sup- 
ported Giuliani.  But  such  a  {psychological 
boost  can  come  only  if  employers  see 
real  changes  in  the  city's  business  cli- 
mate, not  to  mention  im- 
proved crime  control, 
public  education,  and 
city  services. 

"The  support  of  New 
York  business  will  be 
critical  to  any  reform  ef- 
fort. And  here,  Giuliani 
is  on  rocky  ground.  The 
mayor-elect  still  has  en- 
emies from  his  six-year 
tenure,  through  1989,  as 
U.  S.  Attorney.  Many 
Wall  Streeters  saw  Giu- 


GIULIANI  WITH  WIFE  DONNA  HANOVER  AND  SON  ANDREW 
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liani's  crusade  against  insider  trading  as 
the  work  of  an  overzealous  puritan,  an 
image  he's  still  trying  to  repair.  "He's 
reaching  out  to  Wall  Street,"  says  one 
Giuliani  business  adviser.  "But  there's  a 
lot  of  long-standing  anger  to  overcome." 

Giuliani's  1989  run  for  City  Hall  didn't 
help.  Many  executives  found  him  ill  in- 
formed about  city  finance.  That's  a  mis- 
take he  didn't  repeat  in  this  campaign. 
"He's  absorbed  a  great  deal  of  knowl- 
edge about  dealing  with  municipal  prob- 
lems," says  New  York  attorney  Edward 
N.  Costikyan,  another  Democrat  who 
backed  Giuliani. 

Still,  as  the  first  Republican  mayor 
elected  in  28  years,  Giuliani  does  not 
have  a  deep  pool  of  ex])erienced  munici- 
pal managers.  His  closest  advisers,  cam- 


BUSINESS  TO  RUDY:  HERE'S  WHAT  INIUST  BE  DOHE 


Improve  ties  to  business  Giuliani  has  few  buslnesspeople  in  his  inner  circle. 
Some  Wall  Streeters  resent  his: crusade  as  U.S.  Attorney  against  insider-trading. . 


Live  up  to  campaign  promises  Giuliani  promised  to  cut  business  taxes,  but  the 
Democratic  City  Council  may  not  agree  to  offsetting  spending  cuts — and  New 
York  faces  a  $500  million  to  $2  billion  budget  shortfall.  j 


Hold  labor  in  line  Business  wonts  Giuliani  to  take  a  hard  line  in  labor  negotia- 
tions with  municipal  employee  unions.  .         i  , 


Boost  the  city's  quality  of  life  To  keep  corporations  in  New  York,  Giuliani  must 
;re(iuce  c;rjme  and  improve  schools  and  services. 


paign  manager  Peter  J.  Powers  an 
campaign  counsel  Dennison  Young  Jr 
are  attorneys,  and  the  mayor-elect  chos 
a  businessman.  Dime  Savings  Ban 
Chairman  Richard  D.  Parsons,  a  fornn 
aide  to  Governor  Nelson  A.  Rockefellf 
to  head  his  transition  council. 

Giuliani  is  trying  to  address  sue 
weaknesses  by  assembling  a  diversific 
business  brain  trust.  Among  his  circle  i 
advisers:  J.  Tomilson  Hill,  former  cch  i: 
of  Lehman  Brothers;  venture  capitali.- 
Ken  Lagone;  and  leveraged  buyout  spi 
cialist  Brian  Little.  Giuliani  is  also  ge 
ting  advice  from  Koch  Administratio 
officials  Abraham  Biderman,  a  fornn 
housing  commissioner,  and  Alair 
Townsend,  former  deputy  mayor  for  eci 
nomic  develo|.iment. 

UNGOVERNABLE?  Giuliani  hopes  to  resu; 
citate  the  New  York  economy  throug 
tax  cuts,  regulatory  relief,  and  spendiii 
reductions.  On  Nov.  5,  he  announce 
he'll  discipline  spending  by  personally  i'< 
viewing  each  agency's  outlays  ever 
three  months.  He  also  plans  to  ask  tli 
state  legislature  to  roll  back  the  city' 
stiff  hotel  occupancy  tax  in  an  effort  I 
spur  tourism  and  convention  busines: 
Giuliani  says  the  tax  cut  would  send 
message  that  there  is  "a  different  niei 
tality  in  City  Hall." 

Skeptical  Democrats  dismiss  talk  < 
tax  and  spending  cuts  as  warmed-o\t 
Reaganomics.  They  say  that  there's  n 
way  the  new  mayor  can  deliver  on  In 
promise  to  trim  35,000  jobs  while  e) 
empting  some  30,000  public-safety  en 
ployees.  "The  numbers  simply  don't 
up,"  says  one  Dinkins  administration  f 
nance  official.  Stanley  W.  Hill,  executi\ 
director  of  American  Federation  o 
State,  County,  &  Municipal  Employee 
District  Council  37,  says  he's  willing  t 
talk  about  efficiencies,  but  complain 
that  Giuliani's  plan  "would  cause  de\ 
tation  in  services."  Likewise,  Felix  Roli; 
tyn,  chairman  of  the  city's  Municipal  A.^ 
sistance  Corp.,  says  Giuliani's  employ 
ment  goal  will  be  "impossible"  to  nn'i 
"I  think  he  knows  that,"  Rohatyn  say,^ 
Giuliani  admits  his  reforms  will  tak 
four  to  six  years.  "It  can't  all  be  done  a 
once,"  he  says.  But  the  strong-wilie 
scourge  of  Wall  Stret 
means  to  change  th 
city's  downbeat  mini 
set.  "Many  people  i 
New  York  don't  believ 
the  city  can  be  governe 
any  more,"  he  say> 
"We're  going  to  do  it. 
Business  says:  Gee 
luck.  You'll  need  it. 

By  Richa  rd  S.  Du  n  Inn 
in  Washington,  with  Lea 
Nathans  Spiro  in  Net 
York 


Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Here  are  five  compelling  reasons  to  break 
the  HP*  LaserJet'' printer  habit:  the  IBM® 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
value.  PostScript®  and  PCL-'  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada,  1 800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


LEXM|\RK 


Make  Your  Mark 


Lexmark  i  opuoiuil  LAN 
cards  support  flash  memory 
— something  HP  printers 
don 't  offer.  And  every 
4039 printer  includes  unto 
emulation  switching  and 
triple  hot  ports. 


IIPAGES  PER  MINUTE 


The  speed  you  need. 

Viilike  HP  LaserJet 
•yrinlers,  IBM 
LaserPrinter  4039s 
^ive  yon  a  full 
'ange  of  full- 
hinction  models 


LaocrPrinter  4039  1 2L 
by  lJEXM,\RK 


Inveslmenl  protection. 

Upgradable  code  and 
interchangeable  options, 
for  economy  and  flexibility 
W  H printers  can't  match. 


^jjjt>  Instant  forms  &  fonts. 

Lexmark's  optional  flash 
memory  stores  frequently 
used  finnis,  fonts  and  logos, 
e\  en  when  the  power  is  off 
HP  printers  don't  offer  that. 


MEHIJSl 

iTr.iy  ] 

1  . 

Two-sided 
printing. 

^S^j^P^^    An  (lulonuilic 
^Oy*^    iliiplcxcr  af  laches 
in  .seconds  to  any 
LaserPnnier  4039  model. 
For  iwo-sided  printing  at  less 
than  half  the  LaserJet  4Si  price. 


speeds  rated  at  300  dpi.  8  ppm 
(mum  al  600  dpi  Compan- 

on  MSRPs  Dealer  prices  may 
IBM  IS  a  registered  trademark 
lonal  Busin 
Corporation  in  the  U  S  and/or 

HP,  LaserJet  and  PCL 

d  Company 
PostScript  IS  a  registered 
trademark  of  Adobe 
Systems  Incorporated 
Lexmark  is  a  trademark  of 


'HE  IBM  LaserPrinter  4039  Family,  By  Lexmark.  Print  Smart. 


FARMING  I 


CRYING  OVER 
UNNATURAL  MILK 


Dairies  brace  for  a  consumer  backlash  against  growth  hormones  in  cows 


For  nearly  a  decade,  biotechnology 
companies  and  consumer  activists 
have  waged  a  pitched  battle  over 
the  future  of  the  genetically  engineered 
cow-growth  hormone,  bovine  somatotro- 
pin (EST).  On  Nov.  5,  the  Food  &  Drug 
Administration  finally  approved  Mon- 
santo Co.'s  controversial  drug,  clearing 
it  for  use  once  a  90-day  congressional 
moratorium  expires.  FDA  Commissioner 
David  A.  Kessler,  citing  voluminous  re- 
search and  the  results  of  two  separate 
hearings  on  the 
drug's  safety,  said 
there  is  no  reason  to 
bar  widespread  use 
of  BST,  which  boosts 
milk  |)roduction  in 
cows.  "The  public 
can  be  confident  that 
milk  and  meat  from 
BST-treated  cows  is 
safe  to  consume," 
Kessler  declared. 
Case  closed,  right? 
Hardly.  The  real 
battle — the  fight  for 
the  pocketbooks  of 
American  consum- 
ers— is  just  begin- 
ning. Farmers,  dairy 
cooperatives,  food 
processors,  and  su- 
permarkets aren't 
sure  how  the  mar- 
ketplace will  react  to 
the  use  of  BST.  Their  fear:  a  consumer 
backlash  that  might  torpedo  the  drug 
and  dampen  sales  of  dairy  products. 
"When  BST  goes  on  sale,  we  will  see  a 
decline  in  [milk]  consumption,  maybe  in 
the  double  digits,"  frets  a  spokesman 
for  the  California  Milk  Advisory  Board. 
"We  think  it's  a  great  day  for  science, 
!)ut  it's  lf)usy  for  marketing." 
ALARMING  SURVEY.  Many  farmers,  how- 
ever, aren't  likely  to  let  such  concerns 
deter  them  from  using  BST.  Field  tests 
have  shown  that  cows  treated  with  the 
hormone,  which  is  almost  identical  to  the 
natural  hormone  that  stimulates  milk 
generation,  are  up  to  157'  more  produc- 
tive. BST,  morever,  is  relatively  cheap  to 
use.  "It's  a  good  management  tool," 
says  farmer  Ken  Nobis,  who  participat- 
ed in  a  BST  test  program  at  his  1,000- 
head  dairy  operation  in  central  Michigan. 
"We  can  use  it  to  make  money." 


What  frightens  many  farmers  and 
companies,  however,  is  the  possibility 
that  large  numbers  of  consumers  will 
reject  the  drug.  In  a  recent  University  of 
California  survey  of  that  state's  dairy 
farmers,  567<  said  they  would  not  use 
BST,  up  from  just  29%  in  1987.  Many 
dairy  cooperatives  have  announced  plans 
to  declare  themselves  "bst  free,"  while 
others  say  they  may  isolate  milk  from 
B.ST-treated  cows  and  use  it  only  for  pro- 
cessed products.  Some  food  companies. 


treated  cows  often  suffer  from  an  u 
flammation  of  the  udder  called  mastiti 
which  is  treated  with  antibiotics.  Thi 
leads  to  higher  levels  of  antibiotic  rei 
due  in  their  milk,  Rifkin  says,  which 
potentially  unhealthy. 
WAR  OF  WORDS.  Concerns  about  BS 
may  not  fade.  Even  Monsanto  admil 
that  BST-treated  cows  are  prone  to  mast 
tis,  though  it  says  the  condition  can  b 
managed  with  improved  milking  proo 
dures,  as  well  as  antibiotics.  Others  ai 
worried  that  beleaguered  family  farmei  - 
could  be  driven  out  of  business  if  ne 
production  lowers  milk  prices.  U.  ! 
farmers  regularly  run  up  a  milk  surpli 
now.  A  big  uptick  in  milk  supplies  coul 
drive  down  prices  dramatically,  strainin 
a  federal  price-support  program  that  a 
ready  costs  taxpayers  about  $300  millio  ; 
a  year.  "We're  worried  about  the  potei  [, 
tial  effect  on  small-scale  agriculture  an  } 


including  Gerber  Products  Co.  and  ice 
cream  luaker  Ben  &  Jerry's  Homemade 
Inc.,  vow  not  to  buy  milk  from  liST-treat- 
ed  cows. 

Anti-BST  activists  hope  to  build  mo- 
mentum before  the  Feb.  3  rollout  date 
for  the  drug's  use  in  dairy  farming.  Jer- 
emy Rifkin,  the  biotech  opponent  who 
unsuccessfully  campaigned  to  stop  the 
FliA  from  approving  BST,  claims  19,000 
volunteers  in  900  cities  will  participate  in 
demonstrations  at  grocery  stores  and 
will  boycott  products  from  cows  injected 
with  BST.  The  antis  may  have  some  ef- 
fect, too:  The  city  of  Chicago  recently 
passed  an  ordinance  requiring  labeling 
on  biotechnology-enhanced  food  prod- 
ucts, and  other  cities  are  considering 
similar  rules. 

Although  the  FDA  found  no  evidence 
of  problems  with  the  drug,  Rifkin  contin- 
ues to  insist  it  could  be  dangerous.  BST- 


on  the  health  of  cows,"  says  Alan 
Parker,  a  Ben  &  Jerry's  Homemacj^ 
manager. 

Monsanto  is  trying  hard  to  countt 
arguments  against  the  drug.  It  is  sen^  ', 
ing  informational  packets  to  thousanc  £ 
of  dairy  farmers,  as  well  as  meeting' 
with  them.  It  also  has  lined  up  250  do 
tors  and  other  health  experts  nationwic 
to  answer  consumer  questions  aboi 
health  issues,  and  it  plans  to  provic 
educational  brochures  to  retailers.  "W 
want  everyone  to  know  that  this  is  tl 
same  safe,  wholesome  milk  that  they'\ 
always  gotten,"  says  Walter  P.  Ho! 
good,  vice-president  of  Monsanto's  ar 
mal-sciences  division.  But  that  may  t 
just  what  consumers  demand:  the  sanr 
old  milk,  minus  the  biotech  BST. 

Bi/  Darid  Greising  in  Chicago,  ivu 
John  Citrnj  in  Washington  and  Lari. 
Armstrong  in  Los  Angeles 
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1  Semiconductors  •  Integroted  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors  B 

ONE  IDEA  HAS  EARNED  US  STAMPS  has  become  the  foundation  of  our  entire 

OF  APPROVAL  EVERYWHERE  WE  GO.  ZS2:^tr::!:!^ 

employees  around  the  globe  dedicoted  to  thie  endless  pursuit  of  perfection  in  everything  we  nnake  and  everything  v>/e  do. 
Together  with  those  who  have  chosen  our  products,  they  hove  helped  moke  us  a  world  leader  in  wireless  communi- 
:otions,  semiconductor  technology  and  advanced  electronics.  Clearly  quality  is  one  idea  thot  knows  no  boundories. 


M)  MOTOROLA 


Quality  Means  The  World  To  t/s.™ 

®  and  Motorolo  ore  registered  trodemorks  of  Motorolo,  Inc.     1993  Motorolo.  Inc. 


Commentary/by  Judith  H.  Dobrzynski 

THE  'GLASS  CEILING':  A  BARRIER  TO  THE  BOARDROOM,  TOO 


In  1977,  a  mere  46  women  had  made 
it  to  the  boardrooms  of  America's 
top  companies.  Today,  500  women 
hold  721  board  seats  at  the  biggest  500 
industrial  and  500  service  companies. 
But  look  beyond  the  raw  numbers,  and 
what  sounds  impressive  isn't.  Since 
11,715  directors  oversee  those  compa- 
nies, women  account  for  only  6.2'f  of 
the  total.  That's  "insignificant."  says 
Catalyst,  the  nonprofit  women's  re- 
search group  that  just  released  a  cen- 
sus of  women  directors. ' 

Nearly  half  the  top  com- 
panies have  no  women  direc- 
tors at  all — Walt  Disney, 
Lockheed.  Salomon, 
Safewav,  Apple  Computer 
Black  &  Decker,  Digi: 
Equipment.  Federated  De- 
partment Stores.  Hospital 
Coip.  of  America.  Zenith 
Electronics  .  .  .  and  on  and 
on.  Only  166  can  boast,  if 
that's  the  word,  of  moi-e 
than  one  woman  director. 
Thirteen  women  sit  on  five 
or  more  boards,  and  15  oth- 
ers ser\'e  on  four  boards. 
When  it  comes  to  the  board- 
room— even  though  46''  of 
the  nation's  managei*s  and 
professionals  are  female — 
women  are  still  on  the  out- 
side looking  in. 

The  gap  has  several 
causes.  Many  boards  remain 
cozy  clubs,  where  chief  ex- 
ecutives interact  coUegially 
with  peers.  Some  CEOs  fear  that  wom- 
en won't  know,  or  obsen'e,  the  unspo- 
ken rules — such  as  saving  sticky  ques- 
tions for  private  conversations.  Female 
directors,  the  Catalyst  survey  shows, 
also  sense  that  CEOs  worn"  that  women 
will  want  to  devote  more  time  to  wom- 
en's issues,  such  as  family  leave.  Possi- 
bly as  a  result,  these  directors  say  they 
don't  have  a  women's  agenda. 
CATCH-22.  Since  poor  directors — male 
or  female — are  hard  to  shed,  CEOs  usu- 
ally want  dii-ectors  with  pre\"ious  board 
experience — a  Catch-22  for  most  wom- 
en. And  CEOs  apparently  doubt  that  a 
significant  number  of  women  make  the 
directorial  grade:  In  a  poll  of  46  CEOs, 
Catalyst  found  that  48'^  thought  the 
nationwide  pool  of  qualified  women 
was  fewer  than  250. 

Optimists  argue  that  time  will  soon 


cure  these  problems.  Women  are  only 
now  reaching  the  upper  echelons  of 
Corporate  America,  and  some  of  them 
soon  could  be  CEOs.  Men  are  getting 
used  to  women  having  power  on  the 
executive  floor,  and  so  are  some  board- 
rooms. "They  don't  say:  'Damn,  we  put 
that  woman  on  the  board,  now  we  can't 
go  fishing,'  "  quips  financial  journalist 
Tern,"  Savage,  the  first  and  only  wom- 
an on  the  board  of  McDonald's  Corp. 

Still,  there  is  a  more  subtle  factor 
preventing  women  from  entering  the 


boardroom  that  time  alone  won't  ad- 
dress: Companies  have  been  looking 
for  directors  in  the  wrong  places.  Be- 
cause they  want  "name-brand"  women, 
when  highly  visible  businesswomen 
have  not  been  available  they  have  ai> 
proached  academics,  government  offi- 
cials, community  acti\ists,  even  celebri- 
ties. Catalyst's  sun"ey  shows  that  49'^ 
of  female  directors  have  worked  in 
education  and  28''^  in  government. 
There's  no  question  that  comparable 


Companies  tap  "name-brand" 
businesswomen  as  directors, 

overlooking  many  other 
qualified  female  executives 


figures  for  male  directors  are  lower. 

It's  no  surprise  that  some  of  these 
women  were  found  wanting.  "The 
women  that  got  on  boards  in  the  past 
have  not  added  that  much,  it's  true^ 
notes  Thomas  J.  Neff,  president  of 
search  firm  SpencerStuart.  "That  held 
the  number  back."  It's  a  classic  case  of 
dropping  the  wTong  women  into  the 
slots,  then  generalizing  their  failure. 

If  women  are  to  be  adequately  repre- 
sented in  the  boardroom  any  time  soon. 
Corporate  America  will  have  to  modify 
its  selection  criteria.  Instead 
of  looking  only  to  CEOs,  re- 
tired CEOs,  and  chief  operat 
ing  officers — w^ho  make  up 
the  vast  majority  of  direc 
tors — nominating  commit 
tees  should  reach  deeper 
into  corporations,  to  women 
who  run  divisions  and  to 
other  top  corporate  offi 
cials.  They  should  tap  more 
professionals — investment 
bankers,  corporate  attor- 
neys, and  accountants — and 
entrepreneurs. 

This    isn't  necessarily 
stooping.  "There's  a  differ- 
ence between  lessening  the 
criteria   and  broadening 
them,"  says  Nell  Minow,  co- 
author of  Power  and  Ac 
countability,  a  book  about 
boards.  By  comparison,  she 
points  out  that  fire  fighters 
-^^^^^    no  longer  have  to  meet 
1^^^^^  1  height  requirements  once 
considered  necessary-  for  the  job. 

Requirements  for  the  post  of  direc- 
tor may  be  more  nebulous,  but  they 
have  little  to  do  with  title.  Professional 
accomplishment,  sound  judgment,  and 
expertise  in  finance  are  key.  All  three 
may  be  found  in  many  women  in  Cor- 
porate America — if  companies  look. 

True,  a  few  are.  Executive  recruiter 
E.  Pendleton  James  says  some  clients 
are  asking  him  to  find  women  "who 
will  be  CEOs"  to  be  directors.  And  Neff 
says  that  "a  name-brand  director  is  not 
as  important  with  the  new  generation, 
of  CEOS."  But  this  is  just  a  start.  Many 
more  companies  must  follow  if  busi- 
nesswomen are  to  wield  the  power  and 
influence  their  numbers  suggest  they 
desene. 


Dobrzynski  often  u'rites  about  boards. 
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"For  a  company  that  operates  on  a  worldwide  basis,  as  we  do,  NationsBank 
is  the  perfect  financial  intermediary.  They  develop  nontraditional  answers 
and  responses  that  meet  our  specific  needs." 

Michael  S.  Karsner 

Vice  President  and  Treasurer 

The  Black  &  Decker  Corporation 

$220,000,000 

Trade  Receivable-Backed  Certificates 


Why  NationsBank  Is  One  Of 
Corporate  America's  Principal  Sources 
For  Asset  Securitization. 


''The  multiyear facility  that  NationsBank  tailored  for  our 
specific  requirements  is  a  tremendous  tool  to  fund  current 
needs  and  positions  us  for  future  growth.  NationsBank  has 
gone  beyond  advisor,  and  become  a  partner  with  us. " 

Philip  J.  Dunn 

Treasurer 

Circuit  City  Stores,  Inc. 

$435,000,000 

Credit  Card  Receivable-Baciced  Certificates 

"With  a  complete  understanding  of  asset-backed  financing,  an  ability 
to  execute,  and  knoivledge  of  our  compaiiy  and  industry,  NationsBank 
helped  us  create  and  place  a  high-grade  security  from  our  trade 
receivables  at  a  cost  below  other funding  sources. " 

Gary  A.  Harmon 

Treasurer 

Dixie  Yarns,  Inc. 

$45,000,000 

Ti'ade  Receivable-Baciced  Certificates 

Structured  and  placed  by  NationsBanc  Capital  Markets,  Inc. 

"NationsBank  deinonstrated  responsiveness  and 
creativity.  They  designed  a fleodble  vehicle  that  enabled  us  to 
diversify  our funding  by  reaching  a  netv  group  of  investors. " 

Thomas  A.  Jackson 

Chief  Financial  Officer 

Credit  Card  Division 

ADVANTA  Corporation 

$250,000,000 

Credit  Card  Receivable-Backed  Certificates 

NationsBank  -  a  trusted  financial  advisor  to  successful  corporations.  Our  people  understand  the 
unique  financial  and  operating  strategies  of  our  clients  and  deliver  mm     «2     ^  ^  M  ^  l—® 
value-added  solutions  to  assist  tfiem  in  meeting  their  objectives.  I^Ci  nOllSDCi  HK 


NationsBanc  Capital  Markets,  Inc.,  a  nonbank  subsidiary  of  NationsBank  Corporation. 
Member  SIPC/NASD.  ©  1993  NationsBank  Corporation, 
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CAN  DRUGS  'R'  US 
BE  FAR  BEHIND? 

Consumer  marketing  has  arrived, 
finally,  in  the  prescription  drug 
business.  In  a  move  that  may 
signal  the  stait  of  a  painful  price 
war,  SmithKline  Beecham  on 
Nov.  9  announced  $  10  cash 
rebates  on  its  anti-ulcer  drug, 
Tagamet  Analysts  say  the  price 
cut,  which  amounts  to  about 
1  2%,  is  aimed  at  building  loyalty 
before  Tagamet's  patents  expire 
in  May.  The  move  will  put  pres- 
sure on  Glaxo's  Zantac,  which 
controls  38%  of  the  market. 
Glaxo  says  it  has  no  plans  to  cut 
consumer  prices  for  Zantac. 


A  THINNING-OUT  OF 
DISCOUNT  SMOKES 


Io  suri)rise:  Tobacco  com- 
panies want  to  make 
money  again.  In  April,  they 
slashed  prices  of  premium  cig- 
arettes by  40(t  a  pack.  Now, 
prices  are  inching  back  up.  On 
Nov.  9,  in  a  widely  anticipated 
move,  R.  J.  Reynolds  an- 
nounced it  was  adding  4(t  to 
the  price  of  a  pack.  Ligget  fol- 
lowed suit  the  next  day.  Philip 
Morris  hasn't  weighed  in  yet, 
but  it  is  restricting  ship- 
ments— a  sign  that  prices  will 
go  up.  Distributors  say  Reyn- 
olds' gambit  may  reflect  its 
desire  to  gain  back  share  lost 
by  its  Winston  and  other 
brands  this  year.  "Reynolds 
products  are  not  holding  up," 
says  Rob  Huberman,  general 


manager  at  Starkman  Distrib- 
utors in  Atlantic  City. 


CLARIFYING  'SEXUAL 
HARASSMENT' 


The  U.  S.  Supreme  Court 
has  clarified  the  legal 
ground  rules  for  sexual  ha- 
rassment complaints.  In  a 
unanimous  decision  on  Nov.  9, 
it  reversed  a  lower  court  rul- 
ing in  a  suit  brought  by  Tere- 
sa Harris  against  Forklift 
Systems.  The  earlier  decision 
essentially  required  Harris  to 
show  that  she  had  been  psy- 
chologically harmed  by  the  of- 
fensive actions  of  her  boss. 
The  justices  declared  this 
standard  too  high  a  hurdle  un- 
der a  landmark  1986  Supreme 
Court  decision.  The  clarifica- 
tion could  make  it  easier  for 
some  employees  to  bring  ha- 
rassment suits.  But  sexual  ha- 
rassment remains  a  murky  le- 
gal area. 


BURKHARDT'S  NEW 
STARTUP  FLICKERS 


Io  one  disputes  Henry 
iBurkhardt  Ill's  genius. 
A  mercurial  computer  design- 
er, he  co-founded  minimaker 
Data  General  and,  later,  En- 
core Computer.  But  his  latest 
startup,  Kendall  Square  Re- 
search, has  problems.  After  a 
financial  executive  resigned 
last  month,  the  company  dis- 
closed that  auditors  were  re- 
viewiiig  sales  f<ir  the  (juarter 


ED  ROLLINS'  JERSEY  JOLTER 


Republican  political  consul- 
tant Ed  Rollins  has  never 
been  known  for  cautious 
speech.  But  the  manager  of 
Christine  Todd  Whitman's 
successful  bid  to  become  gov- 
ernor of  New  Jersey 
raised  eyebrows  on 
Nov.  9  with  his 
admission  that 
Whitman  forces 
had  given 
$500,000  to 
black  leaders 
and  church  offi- 
cials to  refrain 
from  encouraging 
their  Democratic  con 
stituents  to  vote. 

Payment  of  "walking- 
around  money"  is  a  political 
tradition  in  many  American 
cities.  Normally,  however,  the 
money  is  paid  to  local  leaders 
to  turn  out  the  vote,  not  to 
abstain  from  doing  so. 


The  episode  was  embarras 
ing  to  the  GOP,  but  it's  unlik 
ly  to  hurt  Rollins'  career 
1990,  while  heading  the  Houi 
Republicans'  official  car 
paign  committee,  Rollins  e 
raged  the  White  Hou; 
by  urging  GOP  co 
gressional  cam 
dates  to  attai 
George  Bush 
budget  de£ 
And  he  cauS' 
apoplexy  in  R 
publican  circl 
by  signing  ( 
briefly  as  head 
Ross  Perot's  Preside 
tial  campaign.  In  some  citie 
a  man  with  Rollins'  recoi 
might  never  be  asked  to  lum 
again.  But  in  Washingto 
says  GOP  consultant  Jay  S 
verin  III,  "he'll  dine  nice 
and  in  good  conscience." 

By  Susan  Gar  la? 


ended  Sept. 


On  Nov.  8, 


Burkhardt  acknowledged  that 
the  inquiry  had  widened  to  in- 
clude all  of  1993.  The  news 
lowered  KSFi's  stock  to  $11.75, 
from  $24.25  on  Oct.  28. 


UNIONIZATION 
McJITTERS 


cDonald's    is  feeling 
leaf — and  it's  not  just 
from  fast-food  ri\a!s.  The  To- 


PHOTOFINISH 


TROUBLE  AT  EURO  DISNEY:  THE  THEME  PARK  LOST  $905  MILLION  IN  ITS 
SECOND  FISCAL  YEAR  AND  SAID  IT  MUST  RESTRUCTURE  ITS  FINANCES 


ronto  local  of  the  Service  Ei 
ployees  International  Unic 
has  asked  the  Ontario  Lab( 
Relations  Board  to  certify 
union  for  102  employees  of 
local  McDonald's  franchis 
The  franchisee  is  fighting  tl 
bid.  If  SEIU  prevails,  the  re 
taurant  would  become  on 
the  third  unionized  fast-foe 
outlet  north  of  the  border- 
and  the  first  McDonald' 
That  wouldn't  make  a  unic 
drive  at  American  restauran 
any  likelier,  though:  U.  S.  I 
bor  law  makes  it  considerab 
more  difficult  to  organ!; 
such  workers. 


ETC. . . . 


►  A  hot  debut  for  Bostc 
Chicken:  Its  shares,  offen 
Nov.  9  at  $20,  closed  at  $48.5 

►  Amid  employee  ange 
Weirton  Steel  delayed  a  vo 
to  double  its  shares. 

►  John  Sculley  will  make  i 
million  a  year,  plus  options, 
his  new  job  at  Spectrum. 

►  Former  Phar-Mor  CFO  Pa 
rick  Finn  was  sentenced  to  ! 
months  in  prison. 
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Satellite 

T1900C 


v 


Ergonomic  Engineering:  ABS  casing  with  rounded 
edges  for  increased  durability;  sliding  doors  for  port 
protection;  and  award-winning  keyboard  design  with 
sculpted  keys  and  tilt-up  feature  for  faster,  easier  typing 


9.5"  Dynamic- 
STN  Color:  Faster, 
brighter  VGA  color 
tliat  is  ideal  for 
Windows'St  and 
graphics 
applications. 


14.5minTypeIII 
Industry-Standard 
PCMCIA  2.0  Slot: 

Lets  you  slide  in  credit 
card  sized  data/fax 
modem,  networking 
card,  hard  dnve,  or  more. 


rHE  NEW  SATELLITE '  486  CUTS  THE  PRICE 
OF  ADMISSION  TO  ALL  THESE  FEATURES. 


Now  you  don't  have  to  pay  a  premium  in  price  to  get 
he  performance  of  a  486  notebook  PC. 

TTie  T1900  Senes  from  Toshiba 
:ombines  advanced  features  and 
|uality  design  at  a  great  value. 

Even  the  most  basic  Satellite  486  is  a 
ot  of  computer.  And  the  PCMCIA  slot 
ets  you  add  a  whole  new  family  of 
powerful  penpherals,  from  hard  drives 
0  communications. 

So  it's  obviously  everydiing  you  need  to 
vork  smart  and  fast.  Not  so  obvious  are  the 
idvantages  of  Toshiba  design  that  make  your 
vork  easier.  Things  like  longer  battery  life, 
better,  more  durable  matenals  and  constmction. 
irgonomic  design  that's  easier  on  your  body 

And  service  and  support  diat  eases  your  mind.  If  you're  ready  for 
486  computing,  look  into  the  Toshiba  T1900 
Series.  It  has  a  lot  to  show  for  itself,  widiout 
being  a  big  ticket  item. 


SatEllitB% 


The  BallPoint  "Mouse: 

Connects  direcdy  to  the 
computet  dirough  a  unique 
"one-touch"  QuickPort'" 
so  there's  no  cord  to  get 
m  your  way. 


For  a  dealer  near  you  call:  1  (800)  457-7777. 

In  Touch  with  Tomorrow 

TOSHIBA 


T1900 

1 9.5"  STN  monochrome  LCD 
i80/120/2nOMBHDD 
ilbs 

T1900C 

1 9.5'  Dynamic-STN  color 
'  120/200ME  HDD 
I  Under  7  lbs. 

BOTH  MODELS 

'  Intel  486SXA/20MHz,3.3v 
'  8  KB  cache 

'  4^AB  upgradable  to  20MB  RAM 
'  14.5mm  Type  111  PCMCIA  2.0  slot 
I  BallPoint'^'  mouse  with  OuickPort^'" 
I  NiMH  battery  with  Toshiba 
MaxTinie'"  Power  Management 
'  DOS  6.0,  Windows®  pre-installed 


life! 


in 


®  1993  Toshiba  America  Information  Systems,  Inc.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  product  indicated  by  trademark  symbols  are  trademarked  and/ot  registered  by  dieir  respective  companies. 
'TI9(I0, 30NAB  HDD.  ReseOer  pnces  may  differ.  All  pnces  and  specifications  are  subjert  to  change.  Shipping,  handling,  and  applicable  sales  tax  not  included 


PROOF 


POSITIVE 


IF  YOUR 
LONG  DISTANCE 
COMPANY  ISN'T 
GIVING  YOU  THIS, 
WHAT  ARE  THEY 
GIVING  YOU? 


"Every  90  days,  well 
show  you  in  black  and 
white  what  you  are  saving 
compared  lo  AT&T's  most 
widely  used  calling  plans  " 

-NanaeClegg 
MCI  Sales  Representati 


As  we  see  it,  a  company  has  two  choices.  Let  the  customer 
beware.  Or,  help  the  customer  be  aware.  Awareness  is  our  way.  And 
has  been  through  all  the  revolutionary  changes  MCI 
has  brought  to  long  distance. 

Proof  Positive'"  from  MCf  is  the  latest,  and  in 
many  ways  the  most  revolutionary  of  all.*  Proof     taehmonhwew  ana 

lyze  your  actual  call  detail. 

Positive  is  not  a  product.  It  is  not  a  promotion.  It  is  not  an  offer  fa^cHe™  ng^^^^^^^^^^ 

suggest  new  services  and 

that  expires.  It  is  the  MCI  way  of  doing  business:  Work  hand  in  IZ^tucuT^etds-''' 

-Harmon  Outlaw. 

J  hand  with  each  customer  to  stay  on  top  of  changing      Mcisaies  Representative 
^  needs  while  continuing  to  develop  ways  to  cut  costs.  Up  and  down 
j|  the  line.  With  no  cost  to  you. 


"If  you  could  have  saved 
more  on  one  of  fWCI's 
other  business  calling 
plans,  we  II  automatically 
credit  the  difference  to 
your  account"* ' 

-PaulSetton 
MO  Sd/es  ficpreseniariii 


If  you  are  now  an  MCI  customer  and  spend  $5  to 
$50,000  a  month,*  your  company  will  automatically 
reap  the  benefits  of  Proof  Positive. 


"Proof  Positive  is  |usl  our 
way  of  doing  business  " 


If  you're  not  an  MCI  customer  just  give  us  a  call.  We'll  prove  to  you  Ki^sWesenrar  ve 
every  three  months,  in  writing  that  you  made  the  right  decision  in  switching  to  MCI. 


r 


MCI 

1-800-888-8800 


*For  MCI  Vision'  and  MCI  Preferred*  customers  Terms  and  conditions  apply  "Credits  based  on  other  MCI  business  calling  plans  with  similar  access  type,  term  and  revenue  commitments,  which  are 
pni  ed  excluding  promotional  credits,  subject  to  the  terms  and  conditions  in  the  MCI  Tariff  FCC  No  1  as  amended  ©  MCI  Telecommunications  Corporation.  1993 
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BANK  REFORM:  BE  CAREFUL 
WHAT  YOU  WISH  FOR... 


or  decades,  bankers  have  been  angling  for  the  right  to 
■i  open  branches  without  regard  to  state  borders.  So  why 
I  are  they  scared  to  death  of  a  Senate  proposal  that  would 
;rase  most  barriers  to  interstate  expansion?  Because  they 
ear  that  the  legislation,  like  the  last  stab  at  banking  reform 
.wo  years  ago,  would  actually  leave  them  facing  new  restric- 
.ions  on  their  operations. 

Now,  Senate  Banking  Committee  Chairman  Donald  W.  Rie- 
fle  Jr.  (D-Mich.),  one  of  the  architects  of  the  1991  law,  is 
)ushing  legislation  allowing  interstate  bank- 
ng.  Observers  say  Riegle,  who  is  retiring  next 
'ear,  has  decided  to  move  quickly  because  he 
vants  to  pass  the  measure  as  his  monument, 
^he  banking  panel  may  start  work  on  the  bill 
,s  early  as  Nov.  19. 

i  iCARY  PROSPECTS.  What  terrifies  the  banks  is 
I  m  amendment  to  be  offered  by  Senator  Chris- 
opher  J.  Dodd  (D-Conn.),  a  strong  backer  of 
lis  home  state's  insurance  industry,  that  would 
:eep  banks  from  selling  most  insiu'ance  policies 
,nd  annuities.  Passage  in  the  Banking  Commit- 
ee  is  all  but  certain,  and  the  provision  has 
trong  support  in  both  the  full  Senate  and  the 
I  louse. 

Two  years  ago,  many  l)anks,  especially  such 
uper-regionals  as  NationsBank  Corp.  and  Fleet 
"inancial  Group  Inc.,  were  prepared  to  give  up 

chance  of  getting  into  the  insurance  business  to  get  expand- 
d  banking  powers.  But  no  more.  For  one  thing,  many  states 
ave  since  made  movement  across  borders  easier.  More  impor- 
ant,  banks  are  finding  their  core  banking  business  increasing- 
f  unattractive.  With  low  interest  rates  driving  depositors 
0  higher-yielding  investments  and  with  many  borrowers  find- 
ig  other  sources  of  money,  banks  now  believe  that  diversifi- 
ation  into  insurance,  securities  underwriting,  and  other  new 
■usinesseg  is  their  most  pressing  need.  In  industry  circles,  "the 
rowing  reality  is  that  banking  as  we  know  it  is  about  to  be- 
ome  an  anachronism,"  says  Washington  consultant  Karen  D. 


RIEGLE  SURPRISED  BANKERS 


Shaw.  "They  need  the  right  to  offer  new  fee-based  services." 

Things  had  been  gradually  moving  the  bankers'  way  as 
they  won  new  powers  in  regulatory  rulings  and  court  deci- 
sions. Comptroller  of  the  Currency  Eugene  A.  Ludwig  has 
strongly  advocated  allowing  banks  to  sell  insurance,  especial- 
ly from  special  inner-city  subsidiaries.  Keeping  banks  out  of 
the  insurance  business  "is  not  a  good  thing  for  America," 
says  Ludwig.  "It  should  be  up  to  the  American  people  and  the 
markets  to  decide  how  to  buy  insurance." 

But  the  Dodd  amendment  would  be  a  disas- 
ter for  banks.  It  not  only  would  tighten  exist- 
ing loopholes  but  it  also  would  overturn  a  rul- 
ing by  a  previous  comptroller  that  annuities 
are  securities  products,  which  banks  are  al- 
lowed to  sell,  not  insurance  policies.  That 
would  shut  off  a  new  and  lucrative  line  of 
bank  business. 

Although  the  Administration  is  sympathetic 
to  the  bankers,  it  may  not  be  of  much  help.  In 
an  October  speech,  Ti-easury  Secretary  Lloyd 
M.  Bentsen  endorsed  federal  bank  reform  but 
added  that  the  Administration  plans  to  "pick 
our  targets  carefully."  The  clear  message:  The 
Clintonites  pi'efer  to  spend  their  scarce  political 
capital  on  such  high-profile  issues  as  health-care 
reform  and  the  North  American  Free  Ti'ade 
Agi-eement.  "You've  got  an  Administration  that 
is  distracted,"  sighs  one  banking  lobbyist.  "They're  not  in  a  po- 
sition to  mount  any  opposition." 

While  bankers  and  Ti'easury  officials  were  looking  forward 
to  a  quiet  legislative  year,  insurance  agents  were  mobilizing. 
And  Riegle's  surprise  decision  to  push  for  legislation  gave  in- 
surance t)ackers  an  opening.  Now  the  bankers,  late  and  on  the 
defensive,  are  facing  a  very  rough  time  on  Capitol  Hill.  Warns 
Washington  lianking  consultant  Bert  Ely:  "The  insurance  loco- 
motive has  really  picked  up  steam,  and  bankers  may  not  be 
able  to  stop  it." 

By  Dean  Foust 


CAPITAL  WRAPUP  I 


CIVIL  RIGHTS 


More  than  a  year  after  the  elec- 
tion, it  looks  as  if  the  Clinton 
Administration  will  finally  fill  the  top 
civil  rights  job  at  the  Justice  Dept. 
After  extensive  lobbying  of  the  Con- 
gressional Black  Caucus,  the  White 
House  appears  to  have  won  a  nod  of 
approval  for  John  Payton,  now  the  top 
lawyer  for  the  District  of  Columbia, 
to  become  Assistant  Attorney  General 
tor  civil  rights.  Caucus  members,  still 
angry  at  Clinton  for  withdrawing  the 
nomination  of  Lani  Guinier  to  the  post 
early  this  year,  were  unhappy  after 
an  early  November  meeting  with  Pay- 
ton.  At  the  session,  Payton  failed  to  of- 


fer strong  views  on  a  1992  Supreme 
Court  decision  that  made  it  easier  to 
challenge  the  creation  of  majority  black 
districts  under  the  Voting  Rights  Act. 
Since  many  caucus  members  owe  their 
jobs  to  the  existence  of  such  districts, 
they  are  counting  on  a  strong  legal 
defense  from  the  Administration.  The 
White  House  may  assuage  their  fears 
by  naming  an  experienced  civil  rights 
litigator  as  Pay  ton's  deputy.  Mean- 
while, Clinton's  choice  for  the  top  job 
at  the  Equal  Employment  Opportunity 
Commission  is  also  running  into  resis- 
tance. Civil  rights  groups  feel  that 
New  York  labor  lawyer  Ida  Castro 
lacks  experience  in  handling  job-dis- 
crimination cases. 


JOBS 


Remember  Bill  Clinton's  pledge  to 
host  a  "jobs  summit"  aimed  at 
finding  ways  to  spur  Western  job 
growth?  The  cool  reaction  of  other 
Group  of  Seven  leaders  has  kept  the 
parley  off  the  international  meeting 
schedule.  Ti-easury  Secretary  Lloyd  M. 
Bentsen  now  says  it's  back  on,  al- 
though no  date  has  been  set.  But  Bent- 
sen has  added  one  important  condi- 
tion: Robert  B.  Reich  and  his  fellow 
labor  ministers  won't  be  alone  at  the 
confab.  Bentsen  and  G-7  finance  chiefs 
want  in  to  make  sure  that  the  laborites 
don't  commit  governments  to  new  jobs 
programs  they  can't  afford. 


SHINGTON  OUTLOOK 
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ITALY  I 


AFTER  THE  SCANDALS, 
A  VAST  SELL-OFF 


A  sweeping  privatization  could  change  the  face  of  Italian  business 


Over  the  past  few  months,  Italy  has 
boiled  over  with  endless  scandals, 
suicides,  and  arrests  as  part  of  its 
sweeping  crackdown  on  corruption.  Yet 
through  all  the  turmoil,  a  small  group  of 
technocrats  kept  toiling  away  within  the 
cavernous  offices  of  the  19th-century  Trea- 
sury Ministry  building  in  central  Rome. 
Even  over  sweltering  August  weekends, 
the  team,  led  by  Mario  Draghi,  a  46-year- 
old  economist  and  top  Treasury  official, 
kept  working  on  its  plan  to  privatize  large 
chunks  of  Europe's  most  state-dominated 
economy. 

Now,  the  payoff  could  be  at  hand.  On 
Nov.  19,  a  campaign  begins  for  the  sell-off 
in  early  December  of  some  $1.5  billion  in 
shares  of  Credito  Italiano,  a  leading  state- 
controlled  bank.  With  the  sale,  Italy  is  fi- 
nally jumping  on  the  privatization  band- 
wagon that  has  transformed  so  much  of 
the  rest  of  Europe.  Under  Draghi's  plan, 
banks  and  companies  worth  some  $60  bil- 
lion would  be  sold  off,  including  some  of  It- 
aly's biggest  (table).  "Ten,  twenty  years 
from  now,  this  will  be  remembered  as  the 
real  turning  point  of  the  Italian  economy," 
says  Romano  Prodi,  CEo  of  the  huge  state 
holding  company  IKl. 

UNEASY  BALANCE.  That's  what  Prodi, 
Draghi,  and  a  handful  of  others  in  the  Ital- 
ian Establishment — including  embattled 
Prime  Minister  Carlo  Azeglio  Ciampi — are 
Ijetting  on,  anyway.  Thanks  to  the  almost 
total  disarray  in  the  political  world,  they 
now  have  a  good  chance  of  remaking  the 
very  structure  of  Italian  business.  "The 
corruption  scandals  have  killed  off  the  lob- 
by that  could  have  stopped  privatization," 
says  Francesco  Giavazzi,  a  key  aide  to 
Draghi. 

Stretching  over  'IV-i  years,  it's  a  sweep- 


ing program,  designed  in  part  by  such  fi- 
nancial powerhouses  as  J.  P.  Morgan  &  Co. 
and  Goldman,  Sachs  &  Co.  After  Credito 
Italiano,  shares  in  Istituto  Mobiliare  Ita- 
liana,  a  financial-services  group  with  $41 
billion  in  assets,  will  be  floated  in  February 
in  Milan  and  New  York.  Next  April  will  see 
the  sell-off  of  the  prestigious  state-owned 
bank,  Milan's  Banca  Commerciale  Italiana 
(COM  IT). 

It's  not  only  banks.  Italy  is  now  restruc- 
turing its  $17.5  billion  state-owned  telecom- 
munications businesses  for  a  flotation  next 
year.  Even  ENI,  the  huge  government- 
owned  energy  and  chemicals  empire,  will 
l)e  broken  up.  Managers  are  preparing  to 
spin  off  the  group's  $30  l)iilion-in-sales  oil- 
and-gas  operations,  including  ,\G1P.  The 
new  company,  which  is  worth  $19  billion, 
will  l;)e  one  of  the  world's  largest  single 
privatizations. 

If  Italy  sticks  with  the  program,  it  will 
sweep  out  the  country's  old  ways  of  doing 
business.  For  decades,  the  Italian  economic 
scene  has  been  dominated  by  two  big 
forces  coexisting  in  an  uneasy  balance.  In 
the  private  sector,  a  handful  of  powerful, 
family-dominated  northern  Italian  industri- 
al groups  such  as  auto  giant  Fiat  and  tire- 
maker  Pirelli  called  the  shots  and  con- 
trolled the  Milan  bourse.  Next  to  them,  a 
vast  government  sector  managed  9  of  the 
10  largest  Italian  banks  and  huge  swaths 
of  industry.  Two  government-owned 
groups  alone — IHI  and  ENI — generated 
sales  last  year  of  $78  billion,  about  8'/  of  It- 
aly's gross  domestic  product. 

Even  before  Draghi  and  his  team  got  to 
work,  that  system  was  coming  to  an  end. 
Faced  with  brutal  competition,  Fiat  and  the 
other  big  family  groups  are  being  forced  to 
adopt  modern  European  business  prac 


WHAT'S  ON 
THE  BLOCK 

ANNUAL  SALES  (1992) 

PRIVATIZATION  DATE 

MARKET  VALUE  (EST.) 

INTERNATIONAL 
ADVISER/UNDERWRITER 


CREDITO 
■  TALI  AN  Oi 


Bank 

$66  BILLION* 

Dec.  1993 

$2  BILLION 

J. P.  MORGAN, 
GOLDMAN  SACHS 


Financial  services 

$41  BILLION* 

Feb.  1994 

$4  BILLION 

CREDIT  SUISSE 
FIRST  BOSTON 


COMIT 


Bank 

$81  BILLION* 

Apr.  1994 

$2.1  BILLION 

J. P.  MORGAN, 
LEHMAN  BROTHER? 
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tices — and  that  has  meant  a  decline  in  fam- 
ily influence.  To  raise  $3.2  billion  in  cash 
last  September,  for  example,  the  Aj^nelli 
family  Rave  such  non-Italian  shareholders 
as  Germany's  Deutsche  Bank  and  France's 
Alcatel  Alsthom  virtual  veto  power  over 
strategy  at  troubled  Fiat.  The  situation  at 
Italy's  state-owned  companies  has  been 
even  worse.  Last  year,  the  third-largest 
state  holding  company,  EFIM,  went  bank- 
rupt under  the  weight  of  $17  billion  in  debt. 
IRI  has  total  debts  of  $45  billion,  a  Europe- 
an, if  not  a  world,  record. 

The  end  of  Italy's  traditional  balance  of 
economic  power  is  not  coming  without  a 
fight.  In  the  past  two  months,  northern  Ita- 
ly's big  private  players  have  mounted  a  bit- 
ter attack  against  government  plans  to  en- 
sure a  wide  distribution  of  shares.  Instead, 
they  want  to  see  prearranged  French-style 
core  shareholdings  that  would  still  control 
management.  "If  I  had 
a  daughter,"  reflects 
Fiat  Managing  Direc- 
tor Cesare  Romiti,  "I 
would  want  to  have  a 
chance  to  influence 
who  her  future  hus- 
band is  rather  than  let 
her  take  her  chances 
on  the  sidewalk." 

So  far,  Draghi  and 
Prodi  are  holding  their 
own.  In  late  October, 
the  powerful  Milan 
merchant  bank  Medio- 
banca led  an  effort  to 
form  a  new  sharehold- 
er group  to  take  con- 
trol of  COMIT,  the  IRI- 
affiliated  bank  slated  for  privatization  next 
year.  \Vith  backing  from  the  Prime  Minis- 
ter, however,  Prodi  blocked  the  proposal, 
which  would  have  placed  the  bank  in  Me- 
diobanca's orbit. 

Despite  this  opposition  and  despite  Ita- 
ly's seeming  chaos,  Draghi's  group  hopes 
that  its  careful  planning  of  the  share  sales 
will  ensure  success.  In  a  total  break  with 
past  financial  practices,  Draghi  went  out- 
side Italy  to  choose  advisers.  By  hiring 
such  blue-chip  firms  as  N.  M.  Rothschild  & 
Sons  and  J.  P.  Morgan — and  keeping  Ital- 
ian firms  such  as  Mediobanca  in  relatively 
minor  roles — Italy  is  showing  that  it  is 
deadly  serious  about  privatization,  say 
Treasury  officials. 

Winning  over  small  Italian  investors  also 


will  be  crucial  to  the  success  of  Italy's  pri- 
vatization experiment.  Italy's  IS-  million 
households  are,  after  all,  among  the  thrifti- 
est savers  in  the  world.  Until  now,  almost 
all  that  cash  has  been  plowed  into  govern- 
ment paper,  mostly  in  high-yielding  Trea- 
sury notes  called  BOTs.  The  Treasury  is 
trying  to  create  a  scarcity  of  those  public 
offerings  to  encourage  investors  to  look 
elsewhere.  If  Italians  shift  just  a  small  por- 
tion of  their  savings  into  buying  equities, 
the  privatizations  could  be  absorbed,  says  a 
Draghi  aide. 

BRIGHTER  FUTURE?  Some  Italians  will  be 
reluctant.  Luigi  Caruso,  a  64-year-old  re- 
tired bank  manager  who  has  his  life  sav- 
ings in  government  bonds,  says  he  won't 
touch  shares  in  privatized  companies.  "I 
wouldn't  dream  of  it,"  he  says.  But  his 
daughter  Alessandra,  31,  is  tempted.  If  the 
Credito  Italiano  offer  looks  interesting,  she 
says,  "I'll  buy  shares." 
Government  officials 
'  'N^-'^  admit  that  the  first 

few  issues  will  have  to 
be  attractively  priced 
to  succeed.  "The 
French  had  to  discount 
BNP  very  heavily  when 
they  sold  it,"  com- 
ments Prodi,  referring 
to  the  $5.5  billion  priva- 
tization of  France's 
No.  2  bank. 

Supporters  of  this 
major  effort  to  restruc- 
ture Italy's  economy 
argue  that  the  privati- 
zations will  ultimately 
lead  Italy  to  a  brighter 
future.  "Italy  will  wind  up  with  institutions 
that  are  closer  to  a  free  market  than  any- 
thing else  in  Continental  Europe,"  says 
Franco  Bernabe,  a  45-year-old  economist 
who  took  over  the  reins  of  j)ower  at  the 
EXI  energy  group  in  August,  1992.  Mar- 
kets in  Germany  and  France,  he  notes, 
tend  to  be  tightly  regimented  and  tightly 
controlled.  "At  the  end  of  the  day,  we  will 
have  a  U.  S.-  and  British-style  system," 
says  Bernabe. 

That's  an  ambitious  prediction.  But  if 
December's  sell-off  of  Credito  Italiano 
shows  that  Italians  have  a  taste  for  shares 
in  privatized  companies,  Italy  will  have  tak- 
en an  important,  even  historic  step  in  that 
direction. 

By  John  Rus.saiit  in  Runic 


Insurance 

N/A 

June  1994 

>6.5  BILLION 

SCHRODERS, 
)LDMAN  SACHS 


Electric  utility 

$17.9  BILLION 

1994 

N/A 

KLEINWORT 
BENSON 


Oil  &  gas 
$30  BILLION 

1995 
$19  BILLION 

N.M.  ROTHSCHILD 


Telecommunications 
$16  BILLION 

1994-95 
$10.6  BILLION 

TO  BE  NAMED 
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TheEr  )son  Stylus  300  InkJet 
is  the  Dest  value  in  its  class. 


Epson  Stylus  300  Thermal  InkJet 

If  you  want  great  quality  printing 
and  a  great  value,  you  want  the 
Epson  Stylus  300.  It's  the  latest  addition 
to  our  award-winning  Epson  Stylus 
line  of  ink  jet  printers.  The 
Epson  Stylus  300  delivers  printing  so  clean 
and  crisp,  you'll  be  amazed  it's  so 
affordable.  In  fact,  of  all  the  low-cost  thermal 
inkjets,  including  HP's  DeskJet  500  and 
Canon's  Bubble  Jet  200,  there's  no 
better  value  than  the  Epson  Stylus  300.  And 
nothing  else  in  its  class  has  the  worldwide 
Epson  reputation  for  reliability. 

All  printers  in  the  Epson  Stylus  line  of  ink  jets  are  backed  by  a  solid  two  year  warranty, 
and  by  the  Epson  Connection  toll-free  help  line.  For  information  about  the  Epson  Stylus 


•[iasi-d  (.11  Jii  iiuii[H  iuk-nt  IcM  iiimp.innK  lh<-  M,inJ.irJ  priiinng  mcdi-s  lor  ihf  C.innn  KJ  Imi,  the  IIP  Di-Nklcl  iim  Jtid  ihc  (-pson  Stylus  Htm  AM  iiinipany  and/or  prc.duct  names  arc  trademarks  and/or 
re>;iMered  trademarks  ..I  their  respeilive  mantilai tuiers,  imludinK  I  an. .n  which  is  ret;istered  by  Can.iii  Ini  and  HP  whu  h  is  reKisleted  by  Hewlett  Packard  Co 


The  Epson  Stylus  800 
is  in  a  class  by  itself. 


Epson  Stylus  800  Piezo  InkJet 

If  you  want  the  finest  ink  jet 
technology  ever  offered,  there's  only  one 
choice.  Step  up  to  the  extraordinary 
Epson  Stylus  800.  Epson's  permanent  Piezo 
print-head  is  a  major  breakthrough 
in  printing  technology,  enabling 
the  Epson  Stylus  800  to  print  the  sharpest, 

clearest  images  ever  formed  by  a 
personal  Inkjet.  Better  than  any  personal 

thermal  ink  jet.  And  no  other 
personal  ink  jet  does  it  at  a  lower  cost  per 
page'.  The  Epson  Stylus  800  is  clearly 
in  a  class  by  itself 

line  of  ink  jet  printers,  or  our  complete  line  of  scanners,  laser  and  dot  matrix  printers, 
call  the  Epson  Connection  at  1-800-BUY-EPSON  (1-800-289-3776). 

EPSON 

Epson  disclaims  any  and  all  rights  in  those  marks  Epson  is  a  registered  trademark  of  Seiko  Epson  Corp  Ci!993  Epson  America,  !nc  ,  20770  Madrona  Ave  .  Torrance.  CA  '^0503 
For  dealer  referral  or  warranty  details,  call  800-BUY-EPSON(800-289-3776).  In  Canada,  call  (SOOGO  EPSON.  For  Latm  America,  30S  26  >  0092 


airs 


ENVIRONMENT! 


A  WARNING  SHOT 

TO  SCARE  POLLUTERS  STRAIGHT 


A  clear  message  emerges  from  proposed  government  guidelines:  Start  cleaning  up  or  else 


For  years,  prosecutors  and  judges 
have  been  struggling  with  how  to 
dole  out  punishments  to  businesses 
caught  polluting.  Now.  a  two-year-old 
group  advising  the  U.  S.  Sentencing 
Commission  has  an  answer:  Make  com- 
panies pay  dearly  for  their  dirty  deeds. 

That's  the  recommendation  the  16- 
member  panel  of  industry  representa- 
tives, environmentahsts.  and  prosecu- 
tors will  be  presenting  to  the 
commission  later  this  month.  If  the  con- 
troversial sentencing  plan  is  adopted, 
companies  prosecuted  for  everything 
from  mishandling  hazardous  sub- 
stances to  tampering  with  public 
waterways  to  endangering  wild- 
life will  be  subject  to  monetary 
penalties  stiffer  than  ever  before. 

Under  the  draft  guidelines, 
which  were  obtained  by  business 
\\'EEK,  judges  sentencing  future 
corporate  polluters  will  rely  on  a 
comprehensive  formtila  that  puts 
as  much  emphasis  on  a  compa- 
ny's en\ironmental  track  record 
and  its  intent  to  breach  en\iron- 
mental  laws  as  it  does  on  the  ac- 
tual crimes  committed.  That 
means  companies  will  genuinely 
have  some  control  over  how 
harshly  they  will  be  punished. 
VOODOO  JUSTICE.  Currently,  judg- 
es have  no  guidance  on  how  to 
assess  fines.  But  under  the  ad\i- 
sory  group's  design,  a  compa- 
ny's demonstrated  commitment 
to  the  en\ironment— or  lack  of 
it— will  be  the  dri\ing  force  be- 
hind how  deeply  corporate  defendants 
will  have  to  dig  into  their  pockets.  "This 
is  very  much  an  incenti\-e  system,"  says 
Dene  H.  Nagel.  a  member  of  the  sen- 
tencing commission.  "Corporate  America 
should  pay  serious  attention  to  these 
guidelines  and  take  preventative  meas- 
ures. Those  who  don't  will  think  these 
guidelines  are  very  harsh." 

Companies  will  have  the  book  thrown 
at  them  if  their  conduct  suggests  little 
regard  for  the  en\ironment.  For  exam- 
ple, judges  will  punish  companies  more 
severely  if  it  is  determined  that  manag- 
ers have  condoned  or  concealed  crimes. 
Companies  with  a  history  of  environ- 


mental blunders  or  those  that  have  not 
succeeded  in  correcting  past  mistakes 
will  also  face  tough  penalties.  And  courts 
will  look  most  tmfa\-orably  at  companies 
that  fail  to  implement  a  rigorous  compli- 
ance program. 

Conversely,  judges  can  reward  busi- 
nesses with  lighter  sentences  when  they 
maintain  an  effective  internal  compli- 
ance program.  To  earn  such  credit,  man- 
agement must  be  involved  in  ensuring 
that  en\ironmental  poHcies  and  proce- 
dures are  integrated  into  a  company's 
overall  operations.  -Judges  may  also  con- 


WHAT  IT  TAKES 
TO  PLEASE  THE  COURTS 

Under  the  proposed 
sentencing  guidelines, 
companies  should; 


Maintain  an  active 
environmental  com- 
pliance program, 
including  a 
comprehensive 
self-policing  operation 

►Educate  employees  ;  ^„w;n„„„,^„t„i 
'        ^  environmental 

about  appropriate       ,  ..,r^„„^^;„„ 
~  j  wrongdoing 

environmental  policies  K.^___^ 
and  standards  ■ 


►Cooperate  with 
government 
investigations  and 
report  to  authorities 
any  illegal  activities 
as  soon  as  they  are 
discovered 
►  Promptly  assist 
those  injured  from 


sider  such  mitigating  lactors  as  how- 
well  a  company  cooperates  with  regula- 
tors and  investigators  and  whether  it 
does  a  good  job  policing  itself.  Fines 
may  be  lowered  if  a  business  promptly 
assists  victims  of  its  wTongdoing. 

The  carrot-and-stick  approach  is  al- 
ready igniting  protests  from  critics  who 
charge  that  the  fines  are  too  steep  and 
too  difficult  to  calculate.  They  also  argue 
that  the  guidelines  imfairly  pick  on  small 
businesses  that  may  not  be  able  to  af- 
ford the  costs  of  internal  audits  or  com- 
pliance programs.  Moreover,  these  foes 


object  to  using  the  threat  of  hefty  fine 
as  a  means  of  controlling  companies'  be 
ha\ior.  "They're  trjing  to  micromanagi 
a  lot  with  respect  to  business,"  say 
Paul  D.  Kamenar.  executive  legal  dir 
tor  of  the  \'\'ashington  Legal  Found 
tion,  w^hich  has  actively  opposed  the 
forts  of  the  advisory  panel. 
MASTER  CHART.  Other  critics  object 
punishing  companies  for  not  having 
compliance  program.  "There's  no  leg 
requirement  that  companies  have  t( 
have  one,"  says  Roger  .J.  Marzulla.  a; 
environmental-law  expert.  "To  sentenc 
companies  for  something  tha 
they  are  not  required  to  do  b 
law  seems  a  troubling  issue." 

Of  course,  it  will  be  up  t 
judges  to  decide  how  much  to  rei 
ward  or  dock  companies  for  theij 
conduct.  The  proposed  plan  in{ 
eludes  a  table  that  assigns  evers 
crime  an  "offense  level,"  which  ii 
modified  according  to  each  de| 
fendant's  environmental  record 
These  levels  are  used  to  com* 
up  with  the  amount  of  mone*. 
companies  will  pay  for  thetj 
crimes.  For  example,  if  a  compa) 
ny  can  prove  that  its  policies  ant 
environmentally  friendlv',  a  judgi 
may  reduce  the  severity  of  thi 
fine  by  three  to  eight  levels.  Thi 
problem,  say  several  lawyers  fa 
miliar  with  the  plan,  is  that  thii 
guidelines  are  so  tough  tha' 
companies  will  be  hard  presse( 
to  turn  their  good  deeds  into  sig 

  nificantly  lower  fines. 

Adoption  of  the  guidelines  is  still ! 
ways  off.  They  first  must  be  approvec 
by  the  seven-member  commission,  vvhici 
is  currently  without  a  chairman,  an( 
then  withstand  congressional  scrutinj 
But  given  the  mix  of  business  and  envi 
ronmental  interests  on  the  advisory  pan 
el  and  the  Clinton  Administration's  stat 
ed  goal  of  being  tougher  on  corporat< 
polluters,  the  guidelines  have  a  goo< 
chance  of  emerging  from  the  legislativ 
process  more  or  less  intact.  And  tha 
prospect  is  all  but  certain  to  make  man; 
companies  start  seeing  green. 

By  Linda  Himelstein  in  New  York 
with  Catherine  Yang  in  Washington 
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We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class ) 
applicable  towards  any  fare  on  future  flights.  You'll  also 
accumulate  mileage  for  your  frequent  flier  program. 
Our  refurbished  Prima  Business  Class  offers  state-of- 
the-art  seats  you  can  adjust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alilali.i  is  a  participant  in  the  mileage  programs  of  Continental,  United  and  USAir. 

/Ilicalia 

jb  Ulisse  Award  Program  is  valid  only  for  full  fare  tickets  issued  in  the  U.S.  until  March  31,  1994.  E^ch  transatlantic  leg  flown  entitles  Top  Class  passengers  to 
ve,  and  Prima  Business  Class  passengers  to  two  $100  savings  vouchers,  redeemable  against  any  Alitalia  flight,  for  travel  prior  to  June  14,  1994.  Vouchers  may  be 
:umulated  without  limit  until  March  31, 1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  promotion. 


THIS  HAS  TWIN  INDEPENDEN 
HANUES  BEAUTIFULLY  (M 
IT  SHOULD  require! 


Meet  the  Panasonic  Smooth  Operator  II  Wet/ Dry 
Razor.  It's  an  extraordinory  piece  of  engineering 
fprhnc'oqv  *haf  lets  you  decide  if  youa  like  to  shave 
.et  or  dry. 

DON'T  TRY  THIS  WITH  ANY 
ORDINARY  PLUGGED-IN  RAZOR  | 

Panasonic  believes  if  you're  going  to 
spend  your  hard-earned  nnoney  on  an^( 


electric  razor,  that  raz-:' 
vOu  the  option  of  sha .  ■  :  . 
with  lather,  or  dry. 
The  Smoo'h  Operator"  provides  a 
close,  fast  and  comfortable  shave 
when  used  dry-you  may  ask  yourself, 
"why  bother  with  woter  and  lather?  \ 
The  answer  is  simple-not  water  softens 
the  skin  and  makes  the  beard  more  pliable 
Lather  lubricates  the  skin  (thereby  reducing 


give 


friction)  and  expands  the  beard  bristles  to  expose 
more  hair  root.  Shaving  with  any  Smooth  Operate, 
razor  using  water  and  lather  unites  the  comfort  of  c 
electric  shave  with  the  closeness  of  a  warm  wet 
shave,  giving  you  the  advantage  of 
both  worlds.  Naturally,  it's  fully 
immersible  for  easy,  thorough 
cleaning. 

TWIN  INDEPENDENT 
SUSPENSION 

The  Panasonic  Smooth 
Operator  II  is  equipped 
with  a  state-of-the-art  twin  independent 
suspension  system  known  as  FLOAT  CONTROL'^  ^ 
This  allows  its  two  shaving  heads  to  more 
efficiently  follow  the  contours  of  your  foce, 
moving  up  and  down  independently  of  each 
other.  The  FLOAT  CONTROL^"  system  also  hosL 


IISPENSION,  8500  RPMs, 
!  ET  OR  DRY  SURFACES 
CENSE  10  OPERATE. 


ig  action  which  cushions  any  sudden  pressure 
iges  from  bumps  or  angles  of  the  skin  surface, 
result  is  not  only  a  shave  of  exceptional 
sness,  but  also  unexpected  comfort. 

lER  TO  SPARE 

Panasonic  Smooth  Operator  II 
)wered  by  an  advanced  nickel- 
mum  rechargeable  battery  which  can 
/er  average  operating  times  from  35  to 
ninutes  depending  on  model.  The  motor 
le  represents  the  latest  development  in 
3Sonic  technology  to  make  shaving  fast 
effective. 

Hi  FOIl  PATTERN 

:foil  on  the  Smooth  Operator  II  is  an 
neering  marvel  within  itself, 
iputer-aided 
Dth  design  and 


o  o  ® 


)  Secondary  - 
Catchers 


production,  its  three-hole  pattern  incorporates 
enticers,  capturers  and  secondary  catchers.  This 
efficient  design  helps  ensure  various 
hair  types  are  captured  and 
cut.  The  superthin 
titanium-coated  foil    O  Enticers  -  - 
provides  sustained  ©capturers— 
sharpness  and  is  ex 
tremely  durable  for  close 
shaving  and  long  life. 

The  Smooth  Operator  II  is  quite  on 
achievement,  even  by  Panasonic  standards.  It 
promises  to  deliver  our  closest,  most  comfortable 
shove  available  today.  And,  by  allowing  you  the 
option  of  wet  or  dry  shaving,  Panasonic  gives 
you  what  any  good  high-performance  machine 
should.  The  flexibility  and  performance 


Panasonic  SMOOTH  OPERATOR- 
SMOOTHER  THAN  YOU  EVER 
THOUGHT  YOU'D  BE. 


you  demand. 


ndustries 


AVIATION  I 


CLASH  OF  THE 
FLYIHG  TITANS 


GE,  Pratt,  and  Rolls  are  scrambling  to  sell  supersized  jet  engines 


thi? 
na 


ow  competitive  is  the 
global  aviation  ])usi- 
ness?  Get  a  load  of 
A  few  months  ago,  Chi- 
Southern  Airlines  in 
Guangzhou  was  trying  to  de- 
cide which  engines  to  buy  for 
six  new  Boeing  777  aircraft 
it  had  just  ordered.  Rolls- 
Royce  had  already  dropped 
out  of  the  bidding,  leaving 
General  Electric  and  Pratt  & 
Whitney  to  fight  it  out.  Pi-att 
made  its  best  offer— a  dis- 
count of  96%  on  its  S120  mil- 
lion asking  price.  "We  were 
giving  the  engines  away," 
says  Pratt  President  Karl  .J. 
Krapek,  who  hoped  to  lock  in 
20  years  of  spare-parts  and 
service  business  that  might 
double  the  contract's  value. 
Then,  archrival  c;e  did  the  un- 
thinkable: Although  it  won't 
reveal  its  winning  bid,  indus- 
try sources  say  it  bettered 
Pratt's  offer  with  concessions 
worth  an  extra  $30  million. 

Such  bare-knuckles  deal- 
making  has  become  the  hall- 
mark of  the  fiercest  financial 
and  technological  battle  in 
years  in  the  commercial  jet- 
engine  business.  Boeing  Co.'s 
widebody  777  will  fly  on  just 
two  engines,  so  they  will  be 
huge— powerful  enough,  in 
theory,  that  a  single  one  could 
lift  two  Boeing  737s  off  the 
ground.  To  come  up  with  this 
monster.  General  Electric  Co. 
is  gambling  $1.5  billion  on  an 
all-new  design,  while  Rolls-Royce  PLC 
and  United  Technologies  Corp.'s  Pratt 
&  Whitney  are  spending  some  $7.50  mil- 
lion each  to  push  their  existing  designs 
to  the  limit.  Flight  tests  are  about  to 
start,  and  if  they  go  well,  commercial 
servict  will  begin  in  mid- 1995. 

Problem  is,  this  is  happening  at  the 
worst  of  times  for  makers  of  engines 
and  planes.  For  one  thing,  the  commer- 
cial-airline business  is  in  a  prolonged  cy- 


PRATT'S  ENTRY:  OPTING  FOR  AN  UPGRADE  VS.  GE'S  ALL-NEW  DESIGN 


clical  dive.  Collectively,  U.  S.  carriers 
lost  $10  billion  over  the  past  three  years. 
And  orders  for  new  aircraft  have 
dropped  from  a  record  1,800  in  1989  to 
350  this  year.  "Our  history  has  been 
that  we  typically  launch  a  new  airplane, 
and  then  a  recession  starts,"  laments 
Boeing  President  Philip  M.  Condit. 

For  engine  makers,  the  effect  is  mag- 
nified by  a  wrenching,  post-cold  wai'  tail- 
spin  in  the  defense  business.  Where  once 


Pratt  and  GE  delivered  more  than  1,5C 
military  engines  a  year,  they  will 
lucky  to  ship  500  in  1993.  As  Pentagon 
orders  have  evaporated,  employment  ci 
GE's  $7  billion  engine  unit  has  plunge; 
from  the  1987  peak  of  44,000  to  jus 
over  20,000.  FVatt,  which  accounts  for  3  ' 
billion  of  UTC's  $22  billion  in  revenue  ; 
has  shuttered  5  million  square  feet  (, 
factory,  office,  and  warehouse  spac( 
Krapek,  brought  in  from  UTC's  Carrif  : 
division  to  cut  costs,  says  employmer  ? 
will  soon  fall  below  30,000.  fi-om  50,000 
few  years  ago. 

In  this  climate,  a  big  nel 
aircraft  program  such  as  tl 
777  is  a  life-or-death  propod 
tion— especially  since  engiii 
makers  view  the  moment  uij 
they  build  now  as  the  key 
success  well  into  the  21st  cci 
tury.  Assuming  that  gene 
tions  of  planes  beyond  i 
777  use  their  CiE90,  GE  exe([ 
expect  to  reap  $50  billic 
over  the  next  quarter-cent  in 
fi'om  sales  of  the  engine,  n 
placement  parts,  and  servic^ 
"It's  a  30-year  business,"  sa.f 
R.  L.  Conboy,  general  manafi 
er  for  commercial  market  ir 
at  GE  Aircraft  Engines.  "W- 
hope  to  break  even  in  5 
10  [years]." 

BIG  SAVINGS.  Boeing  tri] 
gered  the  race  to  build  tl 
world's  most  powerful  jet  e 
gine  in  the  late  1980s  when 
began  developing  the  $1 
million-plus  777,  which  w 
carry  300  to  400  passenge 
on  hauls  of  up  to  7,500  mile 
The  combination  of  such  a  b 
plane  and  just  two  engim 
means  operating  savings 
up  to  40%  for  cash-strappe 
airlines  over  comparable  foi 
engine  models.  But  the  lar 
est  versions  of  the  777  w 
need  engines  that  can  achie\ 
nearly  100,000  pounds 
thrust— 40%  more  than 
day's  biggest  engines. 

Each  manufacturer  reac 
ed  differently  to  the  ch£ 
lenge.  Pratt  and  Rolls  to( 
the  less  costly  and  technologically  moi 
conservative  route  of  upgrading  currei 
engines.  To  boost  thrust,  they  added 
larger  fan  and  strengthened  engine  coi 
ponents.  GE  had  an  older  engine  wil 
limited  upgrade  potential.  And  it  want< 
a  new  engine  family  for  future,  ev( 
larger  planes  that  might  need  more  poy 
er.  Pratt  and  Rolls  would  probably  net 
entirely  new  engines  for  them. 

So  GE  opted  for  an  all-new  powe 
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CA 's  Compucing 
Architecture 
For  The  90s. 


President  Kirk  Lanterman's 
strategic  use  of  software  drives 

customer  satisfaction  to  new 
heights  while  reducing  is  costs. 
It's  one  reason  why 
Holland  America  Line  was 

recently  named  the 
"World's  Best  Cruise  Line." 


Holland  America  Line  recently 
arrived  at  the  ultimate  destination. 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis- 
tinction earned  through  more  than 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS 
technology. 

"Ever  since  our  lirst  ship 
crossed  the  Atlantic  in  1873,"  says 
President  Lanterinan, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CAs  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on"  one 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  run  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm. 

"With  CA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  states 
Lanterman. 
"Their  people  lis- 
ten. They  know 


our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decade 
we've  ever  faced." 

Anything  else? 

"Full  speed  ahead." 

(Computer* 
/issociates 

Software  superior  by  design. 

"-'Computer  Associates  International,  Inc  , 
One  Computer  Associates  Plaza.  Islandia.  NY  11788-7000. 
1-800-CALLCAI,  All  product  names  referenced  herein 
are  trademarks  of  their  respective  companies. 


plant.  Based  on  technology  developed 
for  a  NASA  research  project  in  the  1980s, 
ge's  engine  has  a  higher  compression 
ratio  than  its  rivals'  and  uses  an  innova- 
tive combustion  system  that  the  com- 
pany claims  is  more  fuel-efficient  and 
less  polluting.  To  reduce  the  weight  of 
the  engine's  huge  123-inch  fan,  GE  is 
substituting  lightweight  blades  made  of 
gi-aphite  epoxy  composites  for  the  hollow 
titanium  blades  used  by  Pratt  and  Rolls. 
Composites  have  been 
used  before  in 


lower-speed  parts,  but  GE  is  the  first  to 
try  them  for  high-speed  fan  blades. 

Designing  an  all-new  engine  for  a 
brand-new  plane  is  a  risk.  "The  classic 
thing  you  try  to  avoid  is  the  combina- 
tion of  a  new  engine  and  a  new  air- 
frame," says  Ed  Greenslet,  president  of 
ESG  Aviation  Services,  a  consultant  in 
Ponte  Vedra,  Fla.  GE's  rivals  raise 
doubts  about  its  strategy.  "If  you  start 
out  with  a  new  engine,  it'll  often  have 
more  than  its  share  of  me- 
chanical problems 


in  the  early  service  years,"  says  Stanle; 
Todd,  project  head  for  Rolls's  Trent  80i 
engine.  When  Boeing's  757  began  servici 
in  the  1980s,  for  example,  it  had  somi 
in-flight  engine  shutdowns.  While  rarel; 
a  threat  to  passengers— planes  are  de 
signed  to  fly  with  half  their  engines- 
such  problems  raise  airline  operating 
costs.  "What  I  am  selling  is  certainty,;' 
avers  Pratt's  Krapek.  That  argumen| 
won  over  United  Airlines,  which  ordered 
68  Boeing  777s  with  Pratt  engines. 
The  goal  now  is  to  get  the  bugs  ou 
early.  The  sheer  size  o 
the  new  en 


BIDDING 
FOR  A  BOEING 


The  prize:  A  potential  market  of  5,000  engines  over  the  next  20  to  . 
30  years,  each  selling  for  $10  million  to  $12  million  in  today's  dollars 

□  DEVELOPMENT  COST  I  MAXIMUM  THRUST  i  FIRM  ORDERS  I  MAJOR  CUSTOMERS  SO  FAR 


We  have  often 
walked  down  this 
street  before. 


At  Kemper  Securities,  our  work  ethic  was  and  well  to  ttiis  day  in  more  than  1 50  Kemper 

shaped  in  burgeoning  towns  across  America  Securities  offices  in  small  towns  and  big  cities, 

nearly  100  years  ago.  Places  where  talk  was  from  coast  to  coast, 
honest  and  respect  was  mutual.  And  it  s  the  reason  we  still  measure  rela- 

Ifs  a  way  of  doing  business  that's  alive  tionships  in  decades,  if  not  lifetimes. 
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les— the  GE90  is  as  wide  as  the  fuse- 
re  of  a  Boeing  727— has  required  spe- 
ll test  equipment.  And  engineers  had 
)uble  fitting  Pratt's  engine  under  the 
ng  of  a  test  747  so  that  it  doesn't 
rape  the  ground.  The  early  trials— 
th  engines  mounted  on  test  stands— 
ve  turned  up  a  few  problems.  Because 
;  engine  ran  too  hot  at  maximum 
rust,  Pratt  is  strengthening  the  low- 
essure  turbine  that  helps  drive  the 
gine's  fan.  A  GE  engine  suffered  what 
3  company  says  was  "significant"  dam- 
e  in  July  to  its  high-pressure  turbine. 

says  the  problem,  which  has  delayed 

first  flight  test,  wasn't  a  design  flaw 
t  was  caused  after  workers  left  too  lit- 

clearance  when  setting  the  fan  in- 
le  the  engine  casing.  All  in  all,  Boe- 
fs  Condit  says  he  is  "comfortable"  with 
3  cun-ent  pace  of  engine  development. 
'NTROVERSY.  Getting  certification  fi'om 
3  Federal  Aviation  Administration  may 

a  little  trickier.  Boeing  will  fly  five 
7s  with  Pratt  engines  on  thousands 
test  flights  begir  ning  next  year.  Then, 
ir  more  777s  will  be  used  to  certify 
3  GE  and  Rolls  engines.  Boeing  added 

extra  plane  and  1,000  test  flights  in 
pes  of  getting  an  unusual  O.K.  from 
3  FA  A.  Traditionally,  for  its  first  year, 
lew  twin-engine  plane  flies  only  routes 
at  never  stray  more  than  one  hour 


Boeing  wants  over-water 
flights  to  start  sooner  than 
usual.  Pilots  don't 


from  an  airport  to  allow  for  emergency 
landings.  Boeing  wants  the  FAA  to  let 
the  777  begin  flying  up  to  three  hours 
from  the  nearest  airport  right  away- 
key  for  lucrative  long  flights  over  water, 
such  as  from  the  U.  S.  mainland  to  Ha- 
waii and  from  Japan  to  Singapore. 

Not  surprisingly,  Boeing's  request  has 
sparked  controversy.  The  Air  Line  Pilots 
Assn.  is  against  immediate  approval  for 
so-called  extended  operations.  Instead,  it 
wants  six  months  of  proven  commercial 
flights  first.  Competitors  such  as  Air- 
bus Industrie,  in  trying  to  woo  custom- 
ers, contend  that  their  four-engine 
planes  are  preferable  for  long  routes 
over  water. 

While  tests  continue,  engine  makers 
are  going  all-out  on  the  sales  front.  "It's 
a  real  horse  race,"  says  Boeing  Execu- 
tive Vice-President  Ronajd  B.  Woodard. 
Thanks  to  United's  big  order,  Pratt  leads 
with  48%  of  the  226  engines  bought  to 
date  vs.  GE's  28%  and  Rolls's  24%.  GE 
scored  a  coup  in  1991  when  it  won  a 


$600  million  order  for  60  engines  from 
British  Airways  PLC,  a  traditional  Rolls 
customer.  The  deal  raised  eyebrows  be- 
cause GE  also  bought  the  carrier's  en- 
gine-overhaul facility  in  Wales  for  $446 
million,  "an  extremely  high  price,"  says 
analyst  David  Franus  of  Forecast  Inter- 
national in  Newtown,  Conn. 

For  now,  the  focus  of  competition  has 
switched  to  Asia,  a  vital  market  that 
accounts  for  nearly  half  of  all  777  or- 
ders so  far.  The  manufacturers  are  bat- 
tling over  Japan  Air  Lines  Co.  (JAL), 
which  has  been  a  big  Pratt  customer 
and  has  ordered  20  777s.  All  three  are 
pulling  out  the  stops  for  JAL:  In  October, 
British  Prime  Minister  John  Major 
opened  a  technology  trade  show  in  To- 
kyo on  Rolls's  behalf. 

Widebody  aircraft  are  expected  to  ac- 
count for  50%  of  the  11,000  or  more 
planes  the  worldwide  airline  industry 
will  order  in  the  next  25  years,  as  car- 
riers replace  aging  DC- 10s  and  L- 1011s 
and  as  traffic  surges  in  Asia.  Eventually, 
that  will  mean  tens  of  billions  of  dollars 
in  engine  and  spare-parts  revenue.  With 
the  stakes  so  high,  engine  makers  may 
have  little  choice  but  to  ante  up  now  if 
they  want  to  stay  in  the  game. 

By  Tim  Smart  i?i  Hartford,  ivith  Julia 
Fhjnn  in  London,  Dori  Jones  Yang  in 
Seattle,  and  bureau  reports 
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NOW,  CONGRESS'  WATCHDOG 
IS  NIPPING  AT  CLINTON 


The  CBO's  analysis  of  the  numbers  could  sink  his  health  plan 


R 


eferees  are  seldom  loved,  but  pro- 
fessionals would  never  consider 
)laying  a  game  without  one.  So  it 
is  with  Washington's  never-ending  bud- 
get fights.  Ask  any  of  the  200  number- 
crunchers  who  work  for  the  Congres- 
sional Budget  Office.  The  nonpartisan 
agency,  created  by  the  1974  budget  re- 
forms, is  supposed  to  keep  Congress 
and  the  White  House  honest  while  en- 
suring that  the  luidget  deficit  stays  in 
check.  That  job  has  won  the  CBO  few 
friends  and  truckloads  of  enemies. 

Robert  D.  Reischauer,  the  Democrat- 
ic economist  who  heads  the  CBO,  may 
be  about  to  gain  two  more  very  impor- 
tant detractors:  Bill  and  Hillary  Rod- 
ham Clinton.  Budget  rules  hand  the  CB( ) 
the  task  of  analyzing  the  Clintons'  mas- 
sive health-care  refoi'm  plan.  The  find- 
ings will  determine  whether  the  [proposal 
is  a  l)udget-l)uster.  If  so.  Congress'  "pay- 
as-you-go"  rules— adopted  this  year- 
would  force  a  tax  hike  or  l)enefit  cut. 
And  that,  warns  Rudolph  G.  Penner,  a 
Republican  who  ran  the  CBO  during 
President  Reagan's  first  term,  would 
"make  the  Pr"esident's  plan  a  nonstailer." 
TWO  JOBS.  If  the  First 
Couple  and  their  fellow 
Democrats  are  surprised 
by  the  independence  of 
the  Capitol  Hill  budget- 
watchers,  so  are  Republi- 
cans. For  the  past  decade 
or  so.  Republicans  saw 
the  CBO  as  the  Democrat- 
ic leadership's  tool  for  ha- 
rassing (;<)P  Presidents  by 
belittling  their  low  defi- 
cit projections.  They  still 
question  its  motives. 
"Reischauer  is  working 
for  the  people  who  pay  him,  and  I  don't 
think  the  CBO  can  be  seen  as  politically 
neutral,"  says  Representative  Richard 
K.  Armey  (R-Tex.).  The  CBO  has  sur- 
vived such  slings  and  ar-r'ows  because  it 
can  point  to  the  credibility  of  its  budget 
forecasts,  which  have  been  more  accu- 
rate than  those  issued  by  the  partisan 
Office  of  Management  &  Budget  (chart). 

Now  the  tables,  if  not  turned,  are  at 
least  rearranged.  This  summer,  Reis- 
chauer displayed  his  independence  when 


he  announced  that  the  Administration's 
$496  l)illion  deficit-reduction  plan  would 
actually  save  only  $433  billion.  Another 
dispute  stems  from  the  White  House's 
claim  that  its  health  plan  will  trim  the 
deficit  by  $58  billion  over  six  years.  Re- 
pul)licans  counter  that  it  will  cost  hun- 
dreds of  billions  and  cause  massive  job 
losses.  Reischauer,  a  jocular  man,  turns 
grim  at  the  prospect  of  deciding  who's 


Act's  requirement  that  employers  ]>; 
80%  of  the  health-care  costs  of  workc 
should  be  considered  a  tax. 

In  economic  terms,  it  makes  no  difff 
ence  what  it's  called.  But  the  last  thii 
the  White  House  wants  to  do  is  to 
l)lain  a  tax  hike  of  hundreds  of  billions 
dollars  on  top  of  the  $241  billion  inclu^ 
ed  in  the  budget  package  passed  la 
summer.  The  CBO  is  unlikely  to  see  tl 
(juestion  Clinton's  way.  Most  economis 
believe  that  a  government  action  tli; 
forces  companies  to  pony  up  cash 
efpiivalent  to  a  tax. 
"SHOOT  STRAIGHT."  Liberal  Democra 
will  happily  accept  that.  They  favor  ; 
alternative  payroll  tax  to  pay  for  nio: 
health  care.  If  the  CBO  says  Clinton 
mandate  is  a  tax,  the  political  gulf  b 
tween  the  two  approaches  will  nari-ov 

The  CBO's  would-be  Solomon  is  a  sol 
spoken  52-year-old  government  veter; 


DEMOCRAT  REISCHAUER  OF  THE  CONGRESSIONAL  BUDGET  OFFICE 


closer  to  the  truth. 
Health  reform  "is  the 
largest  social-policy 
change  that  our  govern- 
ment has  contemplated 
at  least  since  the  Great 
Depression,"  he  says. 
"We'll  be  making  no  better  than  an  edu- 
cated guess  al)out  a  systemic  change 
the  effects  of  which  won't  tie  known  for 
a  decade." 

Reischauer  has  two  big  jobs  immedi- 
ately ahead— one  philosophical,  the  other 
a  question  of  accounting.  The  bean- 
counting  chore,  though  it  gives  the  CBO 
just  a  month  to  analyze  an  overhaul  of 
one-seventh  of  the  U.  S.  economy,  may 
prove  the  easier.  The  more  explosive 
question  is  whether  the  Health  Security 


who  calls  himself  an  "eclectic,  mai; 
stream,  market-oriented  economist."  Th 
Harvard  graduate  and  Columbia  Pli 
has  spent  most  of  his  professional  li 
working  for  the  budget  office,  which  1 
heli)ed  found.  And  he  accepts  that  cni 
troversy  comes  with  the  job.  "I  w; 
hired  to  shoot  straight  and  he  as  ol»ji' 
five  as  possible,  and  I  don't  think  anyoi 
can  accuse  us  of  toeing  the  Administi- 
tion's  line,"  he  declares. 

But  the  decisions  Reischauer  makf 
on   the   health   plan— due  within 
month— are  likely  to  create  animosity  ; 
both  ends  of  Pennsylvania  Avenue.  F(  > 
a  man  whose  stock  in  trade  is  his  repi  I 
tation  as  an  honest  referee,  that  mf 
be  a  measure  of  success. 

By  Paul  Magnusson  in  WushingtiA 
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When  you  stack  up  its  features  and 
consider  the  price,  the  Mita  LDC-650  plain 
paper  fax  machine  comes  out  on  top. 
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The  most  affordable  plain  paper  fax  machine 
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Saves  on  electricity  when  not  in  use. 

EMITS  LESS  OZONE: 
Vitally  important  in  these  environmentally 
precarious  times. 

BATCH  TRANSMISSION: 
Allows  all  documents  bemg  sent  to  a  single 
destination  to  be  sent  at  one  time,  reducing 
multiple  calls  to  the  same  destination. 

AND  ALL  STANDARD  FEATURES: 
The  Mita  LDC-650  also  offers  all  the  features 
you  would  expect  in  a  plain  paper  fax  machine, 
and  a  lot  of  things  you  wouldn't.  And  it's 
affordable. 

For  full  product  and  financing  details  call  your 
Mita  dealer,  or  1-800-ABC-MITA. 


What  makes  Stre 
touch  with  the  latest  dynami 
currencies,  commodities 
strange  things  most  of 


J7V' 


ivvy  enough  to  always  be  in 


f  companies 
ad  all  those 


industries, 
other 


s  dont  understand? 


PCs,  ivorkstatiom  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


To  describe  a  brokerage  as  an  information- 
intensive  business  is  a  bit  of  an  understatement. 
Like  certain  other  industries,  the  information  is 
the  business. 

That's  why  they  rely  so  heavily  on  mainframes 
to  serve  the  rest  of  their  computer  network. 

By  being  hnked  to  a  mainframe,  every  desktop 
PC  and  workstation  has  access  to  vast  amounts  of 
information,  everything  from  customer  portfoUos 
to  emerging  company  research. 

And  since  for  businesses  like  this,  time  literally 
is  money,  companies  have  come  to  depend  on 
mainf  rames  to  give  them  access  to  that  information 
instantaneously.  24  hours  a  day,  7  days  a  week. 


The  fact  is,  no  matter  what  your  business, 
if  it  depends  on  information,  nothing  can 
"serve"  the  rest  of  your  computer  network 
"clients"  to  nearly  the  degree  a  mainframe  can. 
And  the  new  "openness"  of  mainframes 
allows  them  to  serve  just  about  any  kind  of 
hardware  and  software. 

Every  day,  information  plays  an  increasingly 
vital  role  in  the  success  of  more  and  more 
businesses.  And  so  do  mainframes.  Because 
nothing  is  better  equipped  to  access,  manage, 

distribute  and  protect  your   ~~  — 

information  than  a  mainframe.   Z  I^ZZ 
Absolutely  nothing.  ^3SZ?^~  T  ZZ 


The  IBM  System/390' 


IBM  and  System/390  are  registered  trademarks  of  International  Business  Machines  Corporation  ©  1993  IBM  Corp 


e  Arts  Business 


GALLERIES  I 


FIDELITY  KNOWS  WHAT 
IT  LIKES:  LOWBROW  ART 


It's  expanding  a  chain  of  shopping-mall  galleries  in  a  weak  market 


Michael  O'Mahony  is  used  to 
having  people  sneer  at  his 
business.  The  former  jewelry 
designer  is  president  of  Wentworth  Gal- 
lery, the  fastest-growing  chain  of  art 
galleries  in  the  U.  S.  But  the  galleries 
aren't  in  SoHo,  Santa  Monica,  Santa  P'e, 
or  any  other  major  art  center.  They're 
in  shopping  malls.  And  O'Mahony  claims 
he  couldn't  care  less  about  critics  who 


They  sold  everything  from  Salvador  Dali 
prints  and  Alfred  Eisenstaedt  photo- 
gi'aphs  to  kitschy  acrylic  sculptures  and 
paintings,  at  prices  I'anging  fi'om  $.500  to 
$50,000.  In  those  days,  ob.serves  Mar- 
tin S.  Blinder,  chairman  of  Martin  Law- 
rence Limited  Editions,  a  struggling  Van 
Nuys  (Calif.)  chain,  "the  public  had  a 
voracious  appetite  for  art."  When  the 
recession  hit,  though,  the  entire  art 


"WE  SAW  A  NICHE":  OPENING 
A  TONY  BENNETT  EXHIBIT 


say  he  peddles  junk.  "I'or  every  person 
offended  by  art  in  malls,"  he  says,  "an- 
other 100  or  200  say  it's  terrific." 

•Judging  by  the  pace  of  Wentworth's 
expansion,  (J'Mahony  may  be  right.  The 
Miami-based  chain  has  grown  from  6 
outlets  in  1989  to  37,  with  6  added  this 
year.  More  are  on  the  way,  thanks  to 
the  deep  jxH-kets  of  Wentworth's  owner. 
Fidelity  Cai)ital,  a  division  of  Boston's  Fi- 
delity Investments.  Fidelity,  whose  $247 
billion  in  assets  make  it  the  No.  1  U.  S. 
mutual-fund  manager,  isn't  known  for 
placing  bad  Itets.  Although  some  dis- 
miss the  venture  as  a  whim  of  Fidelity 
Chief  Executive  Edward  C.  "Ned"  John- 
son, company  officials  claim  Wentworth 
can  buck  the  downward  spiral  of  other 
mass-market  galleries  liy  positioning  its 
offerings  as  home  furnishings. 

During  the  art-market  boom  in  the 
1980s,  gallery  chains  opened  in  malls 
and  tourist  spots  across  the  country. 


FIDELITY'S  ARTS  VENTURE 

ENTRY  Bought  Wentworfh  Gallery 
in  1989  

EXPANSION  Six  stores  then,  37  now 

STRATEGY  Decorative  art  sold  in 
shopping  malls 

MARKETING  Gala  openings,  discount 
coupons,  matches  rivals'  price 

DATA:  FIDELITY  CAPITAL 


world  went  south.  Most  mass-market 
galleries  have  shuttered  stores,  restruc- 
tured debt,  or  gone  bankrupt.  Those 
still  alive  have  slashed  prices  by  as 
much  as  70%  and  even  resorted  to  auc- 
tions to  move  inventory.  "Our  industry 
has  been  decimated,"  says  Jack  Solo- 
mon, chairman  and  chief  executive  of 
Circle  Fine  Art  Corp.  Circle's  stock, 
worth  $10  in  1989,  now  sells  for  250. 


Even  so.  Fidelity  Capital  Managiii 
Director  John  Rehm  says  the  art  liiis 
ness  provides  a  "real  opportunity" 
the  mutual-fund  giant.  It  bought  Weiii 
worth  in  1989  because  "we  saw  a  nic!i 
in  specialty  reUiiling  for  good,  solid  horn 
decor,"  he  says.  Unlike  mass-market  ga 
leries  that  have  pretensions  of  offer  in 
highbrow  art,  Wentworth  markets  it 
works  as  household  items  meant  to  cmi 
plement  furniture  and  wallpaper.  1 
draw  crowds,  it  featui'es  works  by  celcl 
rities:  It  has  carried  paintings  by  m 
tress  Elke  Sommer  and  ci'ooner  Ton 
Bennett.  Bennett  often  makes  appeal 
ances  at  galleries  before  his  concerts. 
"BOGART"  BUST.  So  far,  the  investment 
although  small  in  the  context  of  Fidel 
ty's  $1.8  l)illion  revenues  in  1992— hasn 
paid  off.  Officials  say  Wentworth  is  mal- 
ing  money,  but  they  won't  release  fii 
ures  on  profits  or  losses.  While  Fidel  it 
says  total  sales  will  reach  $20  millid 
this  year,  revenue  per  store  has  fallc 
from  about  $666,000  in  1990  to  abou 
$540,000  this  year.  O'Mahony,  wli 
blames  the  decline  on  the  compan\  ' 
rapid  expansion,  says  he  isn't  concerns 
"It  takes  about  two  years  for  an  art  ga 
lery  to  mature,"  he  says.  Wentwori 
has  not  had  cut-rate  sales,  but  it  lia 
introduced  $100  coupons  customers  ca 
use  to  get  discounts. 

The  recession  ha.sn't  been  the  on! 
problem  for  mass-market  galleries.  Bot 
the  Federal  Trade  Commission  and  tii 
Justice  Dept.  have  been  investigatia 
dealers  for  allegedly  selling  counterfi  i 
artwork.  On  Oct.  26,  Donald  S.  Austii 
president  of  the  Chicago-based  Ausii 
Galleries  chain,  was  found  guilty  of  scl 
ing  fake  Chagalls,  Miros,  and  Picasso- 
His  indictment  was  1  of  10  to  be  sei-vc 
in  the  Justice  Dept.'s  Operation  Bogai  i 
for  "Bogus  Art."  Wentworth  hasn't  lice 
implicated. 

Such  scandals  aside,  some  people  \)t,i 
lieve  the  worst  may  be  over  for  mas.'^j! 
market  galleries.  Some,  .such  as  Marti' 
Lawrence  and  Cii'cle,  are  stili  cutliii; 
prices  and  holding  auctions.  But  th 
market  for  prints,  posters,  and  paint 
ings  is  "on  a  modest  upswing,"  says  Joh 
Haffey,  jjublisher  of  Art  Business  Neir^ 
And  Fidelity's  optimism  was  recent  I. 
matched  by  Detroit-based  Venture  F\in( 
ing  Ltd.,  which  bought  mass-market  ga 
lery  Dyansen  Corp.  last  June  after  a  ^ 
million  foreclosure  by  creditor  Chryslc 
Capital  Corp.  Dyansen  will  soon  mnv 
into  an  "expansion  mode,"  says  Michai 
Miller,  national  sales  director.  Mean 
vv'hile,  Wentworth  plans  to  open  up  U 
nine  galleries  in  1994,  mostly  in  the  Mid 
west  and  the  South.  Tony  Bennett  ma; 
have  a  busy  year. 

By  Bruce  Einliorn  in  New  Yori 
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for  EIS  and  Beyond 


%%%%%%%%%%%% 

The  SAS*  System  is  a  new  concept 
in  client/server  software.  It 
delivers  mission-critical  data  to  the 
desktops  of  every  decision  maker . . . 
and  then  lets  you  turn  data  into  mean- 
ingful information.  Your  servers  not 
only  dole  out  your  data  but  serve  up 
compute  resources  as  well.  Millions  of 
records  can  be  summarized,  and  just 
the  results  delivered  to  the  desktop. 


iqbipitfenf'^ 
And 


The  world's  leading  infor- 
mation delivery  system 
provides  easily  custoinized 
menus.  Decision  makers  at 
every  level  can  drill  down 
through  your  vast  informa- 
tion reservoir,  determine 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications 
for  analyzing  data  and  for 
generating  reports  are 
right  at  your  fingertips. 


Sales  Activities 


TheSAS 


Parker  Ec^ionnenl  &  Sevices 
-.^^^     US  RfMjioaat  "ferritorips 

1— w 

The  SAS  System's  exclusive 
MultiVendor  Architecture  '  means 
you  can  share  data  and  applications 
(or  parts  of  applications)  across 
all  your  hardware.  Applications  run 
where  it  makes  most  sense  to  run 
them . . .  allowing  you  to  maximize 
use  of  all  your  computing  resources 
while  protecting  your  existing 
applications  investment. 

Call  us  today  at  919-677-8200  for 
a  free  video,  plus  details  about  a  free 
software  evaluation. 


/M 


SAS  in.stitute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


iSnteilMrise  Wide  Info 


em 


SAS  Ls  a  regiMtrcd  ir.idcm.irk.  .ind  MultiVcndiir  AaliilciIiiR-  .1  trademark,  of  SAS  InMitiik-  Int  Copyright  "j  IW.i  by  SAS  Institute  Inc. 


Every  day 
someone 
reminds  us 

what  kind 

of  business 
we're  in. 


Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 

Cigna 

A  Business  of  Caring. 

lealthCare    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

Life  •  Accident  •  Disability       Investment  ScrvlCeS      Management      Ufe-Acadent- Health      Propeny  6t  Casualty      InSUianCC       Property  &  Casualty      Ufe  &  Employee  Benefits 
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STRATEGIES 


WHY  THINGS  ARE  SO  SOUR 
AT  BORDEN 


I 


CEO  D'Amato  admits  to  strategic  blunders  and  marketing  missteps.  Now,  he  is  regrouping 


In  the  span  of  one  very, 
very  bad  year  at  Bor- 
den Inc.,  CEO  Anthony 
S.  D'Amato  has  undergone 
a  startHng  transformation. 
Once  robust  and  energetic, 
he  now  looks  ashen.  Bare- 
ly graying  at  the  temples 
last  fall,  his  hair  has  now 
gone  almost  completely 
gray.  To  look  at  him  is  to 
understand  the  strain  of 
running  a  company  that  is 
the  food  industry's  poor- 
est performer.  "It  has 
been  a  lot  of  hard  work, 
and  it  hasn't  been  fun," 
says  D'Amato. 

A  year  after  D'Amato, 
63,  implemented  a  sweep- 
ing strategy  to  reinvigo- 
rate  the  ailing  food  giant, 
the  New  York  company  is 
worse  off  than  it  was  be- 
fore. Two  of  its  four  busi- 
nesses, dairy  and  snacks, 
now  operate  at  a  loss.  In- 
cluding the  other  lines— gi'ocery  prod- 
ucts and  chemicals— operating  income 
could  dive  an  astonishing  45%,  to  $305 
million,  this  year,  as  sales  drop  8%,  to 
$6.6  billion,  fig- 
ures Prudential 
Securities  Inc. 
analyst  John  M. 
McMillin. 


Largely  because  of  the  slumping  per- 
formance. Standard  &  Poor's  Corp. 
downgi-aded  much  of  Borden's  debt  on 
Oct.  27.  In  the  meantime,  its  share  price 
has  plummeted  43%  since  the  beginning 
of  the  year,  to  16'/i. 

"WE'RE  HURTING."  What  went  wrong? 
D'Amato  acknowledges  that  a  flawed 
strategy  of  centralization,  comi)ined  with 
missteps  in  marketing,  pricing,  and  man- 
agement, bear  much  of  the  blame  for 
Borden's  increasingly  poor  results.  "We 


self-inflicted  crime  upoi 
ourselves,"  he  says.  "We'r* 
hurting."  And  now  Border 
plans  still  more  changes 
By  the  end  of  the  year,  i' 
will  place  some  of  its  5( 
businesses  on  the  block 
To  help  in  those  decisions 
in  June,  D'Amato  hirec 
Ervin  R.  Shames,  53,  ai 
president  and  heir  appar 
ent.  Unlike  D'Amato. 
chemical  engineer  wh< 
spent  30  years  in  Borden 
chemical  unit.  Shames  ha; 
an  extensive  resume  ii 
the  food  business.  A  for 
mer  CEO  of  Stride  Rit( 
Corp.,  Shames  once  head 
ed  General  Foods  USA  anc 
Kraft  USA. 

To  be  sure,  everything 
wasn't  milk  and  honey  a 
Borden  when  D'AmaU 
took  the  helm  in  Novem 
ber,  1991.  Under  his  pre 
decessor,  Romeo  J.  Ven 
tres,  Borden  took  on  $1.9  billion  in  deb 
to  acquire  91  regional  food  and  industri 
al  companies  in  the  1980s.  Problem  was 
Borden  continued  to  operate  as  a  clutcl 
of  unintegrated  businesses.  As  a  result 
it  was  less  efficient  than  many  large  ri 
vals  and  lacked  their  marketing  clout 
too.  As  sales  jumped  from  $5  billion  ir 
1986  to  $7.1  billion  in  1992,  operating 


RESULTS  fOR  FIRST  THREE  QUARTERS  1993        SALES  S4.9  BILLION  DOWN  8* 


profit  margins  fell  from  9.9%  in  1986  U 

k 

Kp: 


5.2%  in  the  first  nine  months  of  1993 
Once  he  became  CEO,  D'Amato  sei 


BORDEN 
STUMBLED 


CP 


DAIRY  Raw-milk  prices  fall,  but 
Borden  refuses  to  lower  its  prices, 
hoping  to  improve  margins. 
Instead,  competitors  clean  up. 
Attempt  to  raise  ice  cream  prices 
backfires  as  well.  Borden's  dairy 
sales  drop  more  than  7%  in  the 
first  nine  months  of  1993,  to 
$1.3  billion.  Division  operating 
at  a  loss 

•COMPARISON  EXCLUDES  1992  RESTRUCTURING  CHARGE 


PASTA  Bord  en  ignores  strong 
regional  brands,  such  as  Prince 
in  the  Northeast  and  Anthony's 
in  the  West,  and  throws  all  its 
advertising  support  behind 
Creamette,  the  leading  notional 
brand.  Regionols  stagnate,  and 
Creamette  sales  fail  to  take  off. 
Division  sales  drop  8%  in  first 
nine  months,  to  $600  million. 

DATA: 


ROFITS'  S60.3  MiiiiON  DOWN  72* 


SNACKS  Company  tries  to  roll 
out  a  national  brand  of  chips  this 
year,  but  test  marketing  results 
ore  not  encouraging.  Mean- 
while, unsupported  regional 
brands  continue  to  weaken. 
Market  share  in  chips  falls  1 6%. 
The  result:  Sales  off  6%  in  first 
nine  months,  to  $800  million. 
Business  operating  at  a  loss. 

COMPANY  REPORTS,  INFORMATION  RESOURCES  INC.,  BUSINESS  WEEK 


78  BUSINESSWEEK/NOVEMBER  22,  1993 


THE  CORPORATIC 


The  Optima'''  Card  puts  the  r^ht  person 
in  charge  of  your  interest  rate» 


You. 


\nd  who  better?  You  know  what  you're  doing 
kvhen  it  comes  to  using  a  credit  card. 

That's  why  as  an  Optima  Cardmember  you 
:an  currently  get  a  rate  as  low  as  12%  for  pur- 
ihases*  All  you  need  to  do  is  pay  your  American 
Bxpress  bills  on  time  and  spend  at  least  $1,000  in 
1  year  with  the  Optima  Card. 

And  even  if  you  don't  get  our  lowest  rate, 
iou  can  have  a  rate  that's  lower  than  most— 
i  :urrently  14.25%  for  purchases.* 

Most  credit  card  issuers  give  the  same  high 


interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the 
ability  to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card 
this  holiday  season,  you'll  help  provide  a  meal  for 
someone  who  is  hungry,  through  the  Charge 
Against  Hunger  campaign.** 

Of  course,  the  full  array  of  American  Express 
benefits,  and  personal  service,  are  always  there 
for  you.  More  than  ever,  the  Optima  Card  is  the 
credit  card  that  puts  you  in  control. 


To  qualify  for  an  APR  wfiicti  is  currently  12%  for  purctiases  (169%  lor  casti  advances),  Cardmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and  Optima 
)ard  Accounts  Optima  Cardmembers  in  good  standing  receive  an  APR  for  purchases  that's  currently  14  25%  (1690%  for  cash  advances).  All  other  accounts  receive  an  APR  that's  currently 
8.25%  for  purchases  (1890%  for  cash  advances)  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wail  Street  Journal  The  annual  fee  for  the  Optima  Card  is 
T5  ($25  for  non-American  Express*  Cardmembers)  For  more  information  or  to  apply  call  1-800-OPT1I^A-6  Competitive  data  according  to  RAIvl  Researchs  Bankcard  Update.  August  1993. 
"American  Express  will  guarantee  a  minimum  donation  to  Share  Our  Strength  of  $1,000,000  and  vkiII  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  beh»een  10/5/93  and 
2/31/93  at  2t  per  Card  purchase  Donation  is  not  tax  deductible  for  Cardmembers 
1993  American  Express  Centurion  Bank. 
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Hunger 


Take  time  out  for  NordicTrack  and 
take  control  of  your  life. 

Medical  research  proves  that  exercise 
gives  you  a  more  relaxed,  productive  mental 
outlook,  helps  yoLi  concentrate  better  and 
improves  your  self-esteem,  And  there's  no 
lietter  wav  to  exercise  than  with  NordicTrack, 
"'Hie  World's  Best  Aerobic  Exerciser"." 

NordicTrack  offers  the  best  way 
to  reduce  stress. 

By  working  all  your  major  mu.scle  groups, 
a  NordicTrack"  exerciser  im|iroves  your 
overall  use  ot  oxygen,  strengthens  yoLir  heart 
and  kings,  builds  endurance  and  increa.ses 
stamina.  Tliis  allows  you  to  peifonn 
consi.stently  at  your  best. 


NordicTrack 

m    W  m  A  CML  Company 


NordicTrack. 
The  20-Minute 
Stress 
Manager. 

Get  a  total-body  workout  in  only 
20  minutes. 

N(  )rdic  Track 
efficiently  works 
your  entire  body, 
not  ju.st  the  legs.  In 
ju.st  20  minutes,  three 
times  a  week,  you'll 
bum  more  fat  th.in  w  ith 
other  in-home  exerci.sers. 
And  burn  up  to 
1,100  calories  per 
hour.  'VCith  today's 
busy  .schedules, 
there  ju.st  isn't  time 
for  ( )thei"  exercisers. 


30  day 
in-home  trial! 


FREE  Video  and  Brochure 


caal-800-441-7891  ul> 
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out  to  rationalize  Borden's  jumble 
consumer  food  businesses.  Instead 
dozens  of  independent  fiefdoms  runninj 
brands  that  range  from  Cracker  Jac 
to  Classico  pasta  sauce  to  Meadow  Goki 
milk,  Borden  would  try  to  become  a  tnil 
ly  integrated  company. 

That  rneant  centralizing  far-flung  man 
agement  at  the  company's  administra 
tive  headquarters  in  Columbus,  Ohio.  I: 
also  called  for  eliminating  or  sellin 
many  of  Borden's  small  regional  busi 
nesses  while  focusing  its  efforts  on  build 
ing  national  brands.  Analysts  applaude( 
the  game  )>lan  at  the  time.  But  onc' 


RAND  RECOGNI- 
TION ASIDE,  MOST  CON- 
^SUMERS  BELIEVE  THAT  MILK 
IS  MILK  AND  WON'T  PAY 
PREMIUM  PRICES  FOR  IT 


0. 


D'Amato  began  tinkering  with  Bor 
den,  he  found  that  every  fix  brough 
new,  unforeseen  problems.  "We  didn' 
pay  enough  attention,"  he  now  says 
"When  you  make  a  change,  you  bettei 
be  aware  of  the  impact  of  that  change. 

Take  D'Amato's  effort  to  boost  th( 
margins  of  dairy  products,  Borden's  sec 
ond-largest  business.  Since  the  compa 
ny's  own  research  showed  that  97%  o 
consumers  recognized  Borden  as  a  lead 
ing  milk  brand,  D'Amato  reckoned  tha 
he  could  charge  a  premium. 
LAUGHING  RIVALS.  Brand  recognitioi 
aside,  though,  most  consumers  believt 
milk  is  milk.  In  the  face  of  a  steep  droj 
of  as  much  as  a  third  in  raw-milk  price: 
in  early  1992,  Borden  held  its  price: 
steady.  And  before  long,  it  began  losing 
customers.  "The  dairy  industry  al' 
laughed"  at  Borden's  pricing  policie,-^ 
says  one  competitor,  who  says  othe : 
dairies  were  quick  to  profit  from  Bor 
den's  misstep.  Still,  D'Amato  and  othe; 
top  executives  decided  to  tough  it  out 
hoping  that  higher  margins  would  offse 
slightly  weaker  sales  and  boost  the  di 
vision's  overall  profits. 

But  sales  continued  to  tumble.  In  th( 
end,  D'Amato  waited  almost  a  full  yeaj 
before  scrapping  the  premium-pricinf 
policy.  By  then,  the  division  was  oper 
ating  at  a  loss.  Why  the  delay?  D'Ama 
to  blames  poor  internal  controls.  Aftei 
Borden  began  settling  a  series  of  alle 
gations  of  price-fixing  first  brought  bj 
the  .Justice  Dept.  in  the  late  1980s,  h« 
did  away  with  the  division's  40  regions 
inanagers,  who  set  prices  independently 
But  by  centralizing  their  duties  amonj 
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llrbour  •  Costa  Mna 


;HURE  CALL  1-800-22 1-6465  . 
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For  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


nice  1987,  when  Canon  introduced 
'  the  world's  first  Color  Laser 
Copier,  our  copiers  have  made  a 
whopping  one  billion,  two  hundred 
million  color  copies. 

It's  no  wonder  Canon  has  been 

the  unsurpassed  leader  in  color  copiers  

tor  six  consecutive  years,  with  equally  unsurpassed  color  quality 

Today  Canon  makes  the  most  technologically  sophisticated 
color  copiers  available,  including  copiers  that  can  even  connect  to 


your  computer.  And  because  different  work  environments  have 
different  needs.  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing: 
1-800-OK- 
CANON.Well 
immediately 
rush  you  a  free 
Color  Solutions  guide. 


1  'fV^^  Official  Copier  of 
WorldCupmm 


Canon 


DISCOVER  THE 
SIMPUFIED  KEOGH 


The  T.  Rowe  Price  Simplified  Keogii'":  A  streamlined  approach 
to  retirement  savings.  Until  now,  small-business  owners  and  sclf- 
cmploycd  nidividuals  looking  for  a  Keogh  often  found  setup  and 
administration  a  hassle.  Our  Simplified  Keogh  makes  it  easier. 
Maximum  tax  advantages  with  minimal  effort.  The  Simplified 
Keogh  lets  you  eontribute  pretax  meome  of  up  to  $30,000  that  grows 
tax-deferred  until  withdrawal.  It's  ready  to  adopt  with  no  lengthy 
application  to  complete.  And  you'll  find  running  these  plans  simpler 
and  less  expensive  than  most  other  Keoghs. 

Flexibility  now  and  in  the  future.  You  can  choose  from  34  no-load 
mutual  funds.  And,  as  your  goals  change,  you  can  adjust  your  invest- 
ments with  just  a  phone  call. 


Call  for  more  information  and  a  free  guide 

1-800-83M439 


Invent  With  Coiifidciiic 

T.RoweR'ice 


KE0020183 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  otfier 
chiarges  and  expenses.  Read  It  carefully  before  you  invest  or  send  money,  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  litde  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1 ,000  key  execudves. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
MiLsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BS  W, 
1 2  Alfred  Street,  Wobum,  MA  0 1 80 1 . 
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When 
you  give  blood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 
another 
chance. 

+ 

Aaierican  Red  Cross 

Please  give  blood. 


five  managers  in  Columbus  in  1991 
D'Amato  eliminated  Borden's  eyes  anc  s 
ears  in  the  highly  regionalized  business. 

What's  more,  Borden's  computerizeoff* 
information  systems  that  track  sales  anc 
profits  were  in  disarray,  as  D'Amatc 
tried  to  forge  one  unified  system  frorr 
several  incompatible  ones.  "Dairy  is  ar 
unmitigated  disaster,  [signaling]  all  that's 
gone  wrong  with  Borden,"  says  Pruden 
tial's  McMillin.  D'Amato  has  since  re 
turned  to  competitive  pricing  in  the  mill  > 
business.  The  experiment,  however 
has  done  considerable  damage.  "If  w( 
had  sat  there  and  done  nothing  to  dairy 
our  bottom  line  would  be  better,"  h( 
says. 

D'Amato's  attempts  to  overhaul  Bor 
den's  pasta  business  also  backfired  ir 
unexpected  ways.  Last  year,  as  part  o: 
his  l)ig-brand  strategy,  Borden  boostec 
its  marketing  efforts  for  Creamette,  th(  i 
leading  national  pasta  brand.  But  Cream  J 
ette  didn't  make  great  gains  among  con- 
sumers. Despite  its  bigger  marketing 
effort,  the  brand's  sales  rose  just  1.6%  ir 
the  last  year,  figures  Information  Re 
sources.  Pretty  bad,  considering  that  to 
tal  U.  S.  pasta  sales  rose  5..5%.  Much  o] 
the  advertising  was  built  around  reci 
pes  that  did  more  to  promote  past£ 
consumption  than  to  build  Creamette'; 
image. 

At  the  same  time,  Borden  neglected  a 
its  regional  pasta  brands,  such  as  Princt 
in  the  Northeast  and  Anthony's  in  tht 
West.  Their  sales  withered,  dragging 
the  division's  revenues  down  7.7%,  tc 
$600  million,  in  the  first  nine  months  oi 
1993.  "Tlrere  was  a  very  strong  desire  tc 
make  Creamette  the  one  bigger  brand 
beyond  anything  else,"  says  D'Amato. 
"That's  a  great  objective,  [but]  wherfc, 
you  do  it  at  the  expense  of  your  strong 
regional  brands,  maybe  it  doesn't  make 
any  sense."  Borden  resumed  advertis 
ing  for  Prince  in  September  and  is  re 
placing  its  Creamette  advertising  with  £ 
new  campaign  that  highlights  the 
brand's  superior  ingr-edients. 
MICHIGAN  TUMMIES.  D'Amato  alsc 
learned  the  value  of  regional  brands  ir 
the  .snack  business.  La.st  year,  he 
hatched  a  plan  to  launch  a  national  Bor- 
den brand  of  chips  and  pretzels  that  he 
hoped  could  one  day  replace  many  ol 
the  company's  regional  snack  brands 
By  combining  the  regionals'  manufactur 
ing  and  distribution,  he  reckoned,  Bor 
den  could  cut  costs  and  gain  marketing 
muscle.  Pearlier  this  year,  Borden  tested 
the  new  snack  line  in  Michigan.  Shames 
calls  the  results  just  "0.  K."  Borden  sayj 
it  has  yet  to  decide  whether  to  proceed 
with  a  national  rollout,  but  food  industry 
experts  suspect  that  the  plan  will  be 
put  on  hold. 

The  problem,  .says  Gary  M.  Stibel  oi 


THE  CORPORATIC 


Jew  England  Consulting  Group,  is  that 
here  is  no  room  for  another  national 
nack  brand  beyond  PepsiCo  Inc.'s  FVito- 
,ay  and  Anheuser-Busch  Inc.'s  Eagle 
nacks.  Borden  is  wiser  to  "hide  in  the 
'oods  and  throw  sniper  fire  with  re- 
ional  brands  like  Jays  and  Wise." 
hames  apparently  agrees:  He  is  refo- 
jsing  Borden  on  regional  powerhouses 
ach  as  Jays  in  the  Midwest  and  Wise  in 
le  Northeast.  Only  this  time  around, 
orden  will  actively  market  and  adver- 
se its  local  favorites.  "There's  a  lot  of 
Dwer  in  those  regional  brands,"  Shames 
iys. 

D'Amato  and  Shames  are  now  tack- 
ig  Borden's  problems  together.  They've 


UTSIDERS  ARE 


WONDERING  HOW 
^  BORDEN'S  BOARD  COULD 
HAVE  LET  THE  SITUATION 


DETERIORATE  SO 


0 


put  a  stop  to  Borden's  practice  of 
I'ering  deals  to  retailers  on  end-of-quar- 
r  shipments,  which  helped  sales  fig- 
•es  while  hurting  profits.  Both  agree 
e  company  is  spread  too  thin  in  too 
any  lackluster  businesses.  By  the  end 
the  year,  they  say  that  they  will  de- 
ie  which  of  Borden's  businesses  will  be 
lid.  "We're  going  to  try  to  identify 
hat  we  want  to  be,  and  what  we  can 
!,"  says  D'Amato.  One  early  favorite 
r  the  auction  block  is  Borden's  $1.4 
llion  chemical  business,  which  has  little 
do  with  its  core  food  properties. 
mit.  WONDERFUL."  Still,  given  such  a 
ster  of  disappointing  strategies  and 
lor  results,  outsiders  wonder  how  Bor- 
m's  board  could  have  let  the  situation 
:teriorate  so.  Big  shareholders  such  as 
ian  C.  Rogers,  managing  director  of  T. 
)we  Price  Associates,  are  growing  in- 
easingly  frustrated  with  management. 
I  managed  money  the  way  they  man- 
ed  the  company,  I'd  be  out  of  a  job," 
■  says.  None  of  the  company's  out- 
le  directors  would  comment  for  this 
3ry; 

D'Amato  acknowledges  that  the  past 
■ar  has  cost  him  some  credibility— 
lich  he  hopes  the  calm  and  assured 
lames  will  help  restore.  "We  call  Erv 
r.  Wonderful,'  because  right  now  he 
..sn't  been  here  long  enough  to  lose 
^3  credibility,"  says  D'Amato.  Perhaps 
I  Amato  hopes  to  live  out  the  company's 
emal  creed,  attributed  to  founder  Gail 
rden:  "I  tried  and  failed,  I  tried  again 
d  again,  and  succeeded."  After  all, 
's  already  done  the  first  part. 
Bi/  Elizabeth  Lesly  in  Columbus,  Ohio 
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0  WALLETS.  FOR  MORE  INFO.  CALL  1-800-322-TUMi 


What  IF  your  employees  show  up  before  your  new  of 


iture? 


PLACES'^ 
work  stations  can 
be  shipped  in  as 
little  as  jit'e  days. 


To  paraphrase  a  famous  saying,  punctu- 
ality isn't  everything.  But  sometimes  it  really  is 
the  only  thing. 

When  you're  expecting  your  furniture 
to  be  delivered,  for  example. 

That's  when  you'll  be  glad  you  ordered 
from  Haworth.  Because  our  on-time  track  record 
is  one  of  the  best  in  the  industry. 

And  when  "on  time"  means  practically 
no  tune,  our  Quick  Ship  Program  can  send  your 
systems,  seating  or  freestanding  furniture  on  its 
way  to  your  office  in  as  little  as  five  days. 

We  also  offer  Electronic  Order  Processing, 
day  or  night.  A  Service  Parts  Program  for  quick 
access  to  commonly  needed  replacement  parts. 
And  a  Customer  Satisfaction  Team,  available  to 
answer  your  questions  anytime. 

All  ot  which  should  reassure  you  that 
when  your  employees  are  ready  to  work,  their 
furniture  will  be,  too. 


HAWORTH 

FURNITURE  THAT  WORKS  '" 


Is  your  company  going  places?  Ask  for  a  copy 
of  our  free  booklet,  "How  to  Move  Your  Busi- 
ness: A  Complete  Guide  to  Office  Relocations!' 
Call  1-800-344-2600. 
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(ports  Business 


ENTREPRENEURS! 


TERRY  MURPHY'S  WONDERFUL 
WANNABE  ROAD  SHOW 


"Street  basketball"  is  scoring  as  an  effective,  low-cost  promotion 


The  dream  of  playing  pro  basket- 
l)all  eluded  David  P.  Jensen  years 
ago.  Still,  as  the  32-year-old  sales 
executive  for  CompUSA  Inc.  sailed  across 
half  court  and  sank  a  20-foot  jumper, 
he  looked  like  much  more  than  a  Mi- 
chael Jordan  wannabe.  And  the  competi- 
tion wasn't  exactly  a  bunch  of  fumble- 
fingers— NBA  legends  Bob  McAdoo, 
Michael  Cooper,  George  Gervin,  and  Cal- 
vin Murphy.  Playing  ex-pros, 
says  Jensen,  a  former  Southern 
Illinois  University  guard,  "was 
a  real  thrill.  I  never  made  it  to 
their  level,  so  this  is  as  close 
as  I'll  ever  come  to  playing  in 
the  NBA." 

A  converted  parking  lot  in 
downtown  Dallas  on  a  chilly 
Sunday  afternoon  is  a  long  way 
from  the  pros.  But  to  Jensen 
and  other  Team  Houston  players 
whose  reward  for  winning  the 
1993  Hoop-It-Up  Men's  Division 
World  Championship  was  this 
game,  it  was  close  enough. 

Begun  in  1986  as  a  charity 
event  for  the  Texas  Special 
Olympics,  the  3-on-3  (plus  a  sub- 
stitute) b-ball  tournament  is  now 
one  of  the  most  successful  grass- 
roots sports-marketing  vehicles 
in  the  country.  With  the  backing 
of  such  powerhouses  as  the  Na- 
tional Basketball  Assn.  and  NBC 
Sports,  which  will  air  a  one-hour 
Hoop-It-Up  special  on  Nov.  13, 
the  games  will  bring  in  reve- 
nues of  more  than  $5  million 
this  year  for  Streetball  Partners 
International  Inc.  The  Dallas 
marketer  now  aims  to  acceler-ate 
its  growth  by  branching  into  football, 
baseball,  and  volleyball. 
OLD  SPARTAN.  The  man  behind  this 
sports  machine  is  Terry  Murphy,  53, 
once  a  bench  warmer  for  the  San  Jose 
State  Spartans.  Three  years  after  Hoop- 
It-Up  started,  it  was  attracting  2,000 
teams— five  times  the  number  that 
signed  up  the  first  year— and  Murphy 
quit  his  job  as  publisher  of  Dallas'  now- 
defunct  D  Magazine.  "That's  when  I  real- 
ized this  could  be  a  business,  a  great 
marketing  vehicle  because  the  adver- 


tising business  was  changing."  he  says. 

Almost  immediately.  Murphy  grabbed 
the  attention  of  PepsiCo  Inc.,  which 
forked  over  $1  million  to  become  chief 
sponsor.  With  the  additional  cash.  Mur- 
phy brought  the  tournament  to  18  cities 
in  1989.  But  the  aggressive  expansion 
took  its  toll:  Streetball  was  $290,000  in 
the  I'ed  hy  yearend.  It  was  rescued  by  a 
$300,000  cash  infusion  and  much-needed 


HOOP-IT-UP  TOURNEY 
IN  DALLAS:  NBA 
SPONSORSHIP  HELPS 


management  expertise  from  Dallas  in- 
vestor Chuck  Jarvie,  former  president  of 
a  distiller,  and  his  son  Doug,  who  now 
serves  as  Streetball's  president. 

Since  then,  the  l)usiness  has  been  a 
slam  dunk  for  ("EO  Murphy,  who  parted 
company  with  PepsiCo  amicably  in  1991 
and  promptly  aligned  with  NBC  Sports, 
which  holds  a  minority  stake  in  Hoop-It- 
Up.  Since  NBC  began  broadcasting  the 
Hoop-It-Up  finals  in  1991,  tournament 
entries  have  increased  by  97%.  The  net- 
work also  helped  Murphy  attract  the 


NBA,  which  has  sanctioned  Hoop-It- p 
as  its  official  3-on-3  street  basket!  1' 
tour.  With  NBC  and  the  NBA  at  its  si 
Hoop-It-Up  has  drawn  a  slew  of  natii 
al  corporate  sponsors,  including  Spal- 
ing,  Converse/Foot  Locker,  Upper  Dei, 
Gatorade,  and  AT&T.  Are  sponsorshjs 
worth  the  minimum  $600,000  price  tff.'' 
"Hoop-It-Up  gives  us  the  perfect  oppr- 
tunity  to . . .  put  the  ball  right  in  t  h 
hands,"  says  Scott  Dickey,  a  proil 
manager  at  Spalding.  Beth  Bass,  (  ■ 
verse's  national  sports  marketing  m:iii 
er,  says  players  redeemed  more  t  l 
16,000  shoe  coupons  this  year.  "Our 
volvement  in  Hoop-It-Up  is  definii 
paying  off,"  says  Bass. 
HOT  DOG  MONEY.  Half  of  Streetb;i 
revenues  comes  from  national  spons 
ships.  The  rest  comes  from  local  .sp' 
sors,  team  entry  fees,  which  vary  ti  ' 
$75  to  $100  depending  on  the  city,  ;i 
sales  of  merchandise,  food,  ad 
beverages.  Hoop-It-Up  conti- 
ues  to  donate  a  portion  of 
proceeds  to  local  chariti(  - 
tournament  cities.  Earning- 
about  $500,000,  far  less  than  u 
$2.37  million  Streetball  has  <> 
nated  since  1986.  "We  In 
[earnings]  catch  up  to  ch.-.i- 
someday,"  says  Murphy. 

Streetball's  expansion  eH'> 
should  help.  Murphy  aim 
boost  sales  and  profits  im 
than  15%  with  contracts  tf>  <>\i 
ate  three  new  ventures.   I  ■ 
National  Football  League's  ,^ 
It-Out,  which  features  4-(ii'; 
flag  football,  kicked  off  this  lil 
and  will  stop  in  28  cities.  ( '<  i 
ing  next  .spring:  Pitch,  llii 
Run,  a  skills-based  event  i 
kids   only,    and  Spike-It-Ii. 
which  features  2-  and  - 
team  volleyball. 

And  Hoop-It-Up  is  grow  ii 
The  tour  attracted  more  i  h 
150,000  players  and  nearl\: 
million  spectators  this  year  :i 
will  stop  in  50  U.  S.  and  2  \  1 
ropean  cities  in  1994.  Op'  H 
players  ages  10  and  up,  i 
tournament  attracts  evei-\  i 
from  weekend  jocks  to  couch  potatucs 
former  Olympians  such  as  Nanc\-  I 
berman-Cline.  Lieberman-Cline,  "-"i 
member  of  the  1976  and  1980  I 
Olympic  basketball  team,  helped  Ti  : 
Omaha  grab  the  women's  division  \" 
Hoop-It-Up  World  Champion.ship.  "Tin- 
as big  as  winning  the  Olympics  . . .  1  • 
cause  this  is  street  ball.  I  grew  up  doi? 
this,"  .she  says.  That's  the  kind  of  i;: 
that  keeps  Terry  Murphy  playing  in  i 
streets. 

By  Stephanie  Andersan  Forest  in  Dut^ 
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CD-RECORDABLE 
DATA  CARTRIDGES 
FLOPPY  DISKS 


Information  isn't  just  data,  it's  your  intellectual  property.  Which  is  why  the  more  you  value  your  work, 
the  more  you'll  appreciate  TDK  data  storage  media. 

When  you're  working  in  multimedia,  software  development  or  archiving,  TDK  Recordable  Compact 
'  Discs  (CD-R's)  provide  optimum  durability,  integrity,  and  system  compatibility.  For  your  mass  data  storage 
requirements,  TDK  Data  Cartridges  ensure  dependable  operation,  longevity  and  maximum  data  protection. 
/And  for  your  everyday  file  needs,  TDK  Floppy  Disks  guarantee  an  unequaled  level  of  reliability. 

Intellectual  property  is  an  idea  we  take  very  seriously.  So  before  you  write,  think  TDK — to  save,  retrieve 
and  distribute  your  property  with  absolute  confidence.  For  more  information,  call  1-800-835-8273,  xl69. 


Before  you  write.  Think  TDK. 


®TDIC 


ANNOUNCING  THE  NEW 
MICROSOFT  OFFICE.  FOR  THE 

FIRST  TIME  IN  HISTORY, 
ALL  YOUR  PROGRAMS  WORK 
TOGETHER  LIKE  ONE. 


MICROSOFT. 
WINDOWS,. 
C0MB«1BLE 


s 


(Far  right)  No  other  soft- 
ware can  share  words, 
numbers  and  graphics 
among  programs  so 
easily.  Just  drag  what 
you  want  from  one 
program  and  drop  it 
into  another.  Then 
whenever  you  want  to 
update  your  data,  just 
clicl<  on  the  informa- 
tion and  change  it. 
On  the  spot. 


Only  our  Microsoft 
Office  Manager  I  MOM  I 

puts  all  the  leading 
programs  right  at  your 

fingertips.  Your  word 
processor,  spreadsheet, 

presentation  graph- 
ics, database  and  elec- 
tronic mail  programs 
are  only  a  click  away. 


Everything  you've  ever  done  on 
a  computer  is  like  hard  labor  com- 
pared to  what  you  can  do  with  the 
new  Microsoft  Office*.  Every  mem- 
ber of  our  family  of  programs  un- 
derstands each  other.  And  you. 

Finally,  software  that 
actively  helps  you  work. 

Think  of  it.  You've  got  an  amaz- 
ing new  partner  that  quietly  keeps 
an  eye  on  how  to  help  with  all  your 
work  as  it  happens. 

Make  a  typo?  The  AutoCorrect 
feature  in  new  Microsoft  Word 
hxes  it  automatically.  Probably  be- 
fore you've  even  spotted  it. 

Need  help  putting  together  a 
sophisticated  report  or  presenta- 
tion? No  problem.  Use  AutoFormat 
to  instantly  lay  it  out.  Tlien  let  our 
Wizards  give  you  tips  and  guide  you 
easily  through  to  a  beautiful  finish. 

There's  only  one  way  to  get  to 


this  high  point  of  simplicity:  the  new 
Microsoft  Office  for  Wmdows!' 

Its  intelligence  comes  from  our 
exclusive  new  IntelliSense  tech- 
nology, built-in  to  every  program. 
Now  100  of  your  most  common 
tasks  are  automatic.  And  complex 
jobs  are  brilliantly  simple. 


Working  like  a 
single  program. 

In  the  new  Microsoft  Office, 
things  like  toolbars,  menus  and 
buttons  look,  act  and  perform  flaw- 
lessly alike.  You  may  not  even  no- 
tice when  you've  changed  programs. 
That's  the  whole  idea. 

Our  innovative  newOfficeLinks 
makes  it  easy  to  share  words,  num- 
bers and  graphics  among  programs. 


■  1  flic    Erfli    View    Insert  fgimM 
Iflbic     Window  Help 


Just  drag  a  spreadsheet  chart  and 
drop  it  into  your  word  processor. 
Then  make  changes  right  there, 
all  in  one  place.  It's  like  one  program 
that  does  everything.  Perfectly. 

See  your  reseller  or  call  (800) 
426-9400,  Dept.  KX3,  to  find  one 
that's  near  you.  The  time  has  come 
for  your  computer  to  work  faster 
and  smarter  in  a  whole  new  way. 


MjcrosoftOffice 


'Microboft  Excel,  Word,  the  PuwcrPomt'  presentation  graphite  prujiram  ^n^i  rhc  Microsoft  Access"  database  maniigement  svsrein  .irt  .ill  p.irt  ul  the  Microsoft  Office  family  of  programv.  Microsnfr  Ofhtc 
Professional,  shown  here,  includes  these  programs  plus  a  workstation  hccnse  for  Microsoft  Mail  (server  and  sofnvarc  acquired  scparatck  )  In  chc  SO  Unired  Sratcs,  c.ill  (SOO)  42fv940(),  Depr  KX?  In  Cinad-i. 
call  (800)  56.V9048.  Outside  rhe  U.S.  and  Canada,  call  your  local  Microsoft  subsidiary  or  (206)  9.16-S(S61  ©  199^  Microsoft  CorpiT.ui.tn.  All  rights  rescr\'ed.  Microsoft.  PowerPoint  .ind  Miimsott  A^,.ess 
are  registered  trademarks  and  IntelliSense,  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation, 


e 


NOVELL: 
END  OF 
AN  ERA? 


Visionary  Chairman  Ray  Noori 
says  he'll  name  an  heir  soon 


THE  AVUNCULAR 
NOORDA,  &9,  ADMITS 
THAT  AGE  IS  CATCHING 
UP  WITH  HIM 


For  several  years  now,  Raymond  J. 
Noorda  has  had  all  the  markings 
of  becoming  the  Armand  Hammer 
computerdom.  Granted,  he  is  less  can- 
nkerous  than  was  the  late  chairman  of 
xidental  Petroleum  Corp.  But  at  69, 
e  man  running  Novell  Inc.  has  become 
e  software  industry's  senior-citizen 
;o.  Despite  repeated  calls  from  inves- 
rs  and  his  board  that  he  name  a  suc- 
ssor,  Noorda  has  always  reacted  in 
3  trademark  homespun  style:  With  a 
:ntle  quip,  a  touch  of  irony,  he  has  re- 
atedly  tossed  those  ideas  right  back 
t  the  door. 

The  latest  example  came  during  an 
Lerview  just  last  month.  Hadn't  the 
well  board  asked  Noorda  for  a  suc- 
ssion  plan  by  the  end  of  the  year? 
'hat  was  last  year,"  the  executive 
uckled.  "No,  maybe  it  was  two  years 
0,  or  maybe  it  was  three.  It's  not  a 
?  issue.  What's  this  word?  Death?  Re- 
e?  Expire?  I  tell  them  I'll  probably 
pire  before  I  retire." 


Well,  Noorda  isn't  retiring.  But  he  is 
planning  to  step  aside.  In  a  candid  inter- 
view with  BUSINESS  WEEK  on  Nov.  9, 
Novell's  avuncular  chairman  conceded 
that  his  age  is  catching  up  with  him. 
There  is  "some  truth"  to  rumors  he  has 
"memory  losses,"  he  says.  And  "there's 
no  question"  the  problem  has  impinged 
on  his  ability  to  make  day-to-day  opera- 
tional decisions. 

Noorda  plans  to  name  an  heir  appar- 
ent by  June  19,  his  70th  birthday.  (He 
won't  say  whether  that  person  will  come 
from  inside  or  outside  the  company.)  He 
will  stay  on  as  "the  chairman  or  chief  ad- 
viser or  whatever,"  he  says.  "I  don't  go 
on  formality  that  much,  to  tell  you  the 
truth." 

WINDOWS  WATCH.  Informality  has  been 
the  idiosyncratic  executive's  seal  since  he 
invested  in  the  scraps  of  a  failing  Utah 
company  in  1983  and  latched  onto  the 
germ  of  an  idea  called  "local-area  net- 
working." Concluding  early  that  large 
computers  would  eventually  be  replaced 


by  cheaper  networks  of  personal  comput- 
ers linked  through  a  new  type  of  soft- 
ware, he  quietly  transformed  Novell  into 
a  $1.1  billion  powerhouse  by  capturing 
67%  of  what  has  become  a  $2.9  billion 
market.  Now  the  software  industry's 
No.  2  player,  Novell  is  the  only  serious 
threat  to  giant  Microsoft  Corp.'s  pun- 
ishing dominance.  Noorda,  in  the  pro- 
cess, has  been  canonized  as  one  of  the 
industry's  true  visionaries. 

But  Novell  needs  Noorda's  vision  now 
more  than  ever.  Growth  in  both  sales 
and  earnings  has  slowed  as  Novell's  flag- 
ship NetWare  package  enters  a  new 
product  cycle.  And  Wall  Street  has  be- 
gun to  take  notice  (charts,  page  94). 
Worse,  Microsoft  is  taking  aim  at  Nov- 
ell's market  with  its  new  Windows  NT 
operating  system,  a  highly  touted  soft- 
ware program  with  built-in  networking 
capabilities.  Other  competitors  are  build- 
ing steam  as  well. 

Meanwhile,  Noorda  has  launched  No- 
vell on  a  risky  new  strategy  to  capture 
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the  emerging  new  market  for  "distribut- 
ed enterprise-wide  networking."  That's 
the  buzz  phrase  for  downsizing  main- 
frames and  minicomputers  into  networks 
of  PCs,  workstations,  and  server  com- 
puters that  stretch  across  an  entire  com- 
pany. Until  now,  Novell's  domain  has 
been  small  gi'oups  of  PCs  connected  in 
corporate  departments  or  small  busi- 
nesses. Larger  networks  are  the  wave  of 
the  future. 

To  get  there,  Noorda  dropped  $350 
million  in  June  to  pui'chase  Unix  System 
Laboratories  from  American  Telephone 
&  Telegraph  Co.— contributing  to  a 
$320.5  million  third-quarter  write-off. 
The  idea  is  to  sell  a  Novell  version  of 
the  Unix-based  operating  system  that 
will  work  tightly  with  the  company's 
NetWare  software  to  provide  much  wid- 
er networking  capabilities.  But  several 
rivals— including  Microsoft— are  hot  on 
the  same  trail.  And,  says  networking 
consultant  Craig  Burton,  a  former  Novell 
executive:  "There's  a  tremendous 
amount  of  room  for  screw-up." 
BIG  1HINKER.  That  makes  the  question  of 
who  will  lead  Novell  in  the  future  all 
the  more  crucial.  "We  have  been  very 
much  aware  of  this  [need  for  succes- 
sion] for  a  number  of  years,"  says  Novell 
Director  Jack  L.  Messman,  president 
and  CEO  of  Union  Pacific  Resources  Co. 
"I  don't  think  it's  a  crucial  issue  at  the 
moment."  But,  "guys  who  have  the  will 
of  a  Ray  Noorda  or  [former  Digital 
Equipment  Corp.  Chairman]  Ken  Olsen 
don't  give  up  very  easily."  He  quickly 
adds:  "We're  not  going  to  let  it  go  on  as 
long  as  it  did  with  Ken  Olsen." 

Noorda  is  unsentimental  about  his 
memory  problems.  His  frank  response  to 
the  issue  is  laced  with  a  sense  of  humor. 
("Now,  what's  your  name  again?,"  he 
jokes  with  a  reporter.  "Who  are  you 
with?")  And  he  insists  that  his  doctor 
has  assured  him  that  his  memory  lapses 
are  normal  for  a  man  his  age.  Behind 
the  irony,  however,  his  bold  admission 
has  to  be  painful.  The  problem  has  be- 
come acute  enough,  former  Novell  exec- 
utives say,  that  he  sometimes  does  not 
recognize  people  he  has  worked  with 
for  years.  When  he  travels,  he  jots  down 
his  name  and  location— there  have  been 
times  he  has  awakened  in  a  hotel  not 
knowing  what  city  he  is  in  or  why  he 
traveled  there. 

Noorda  says  the  memory  pi'oblems 
became  worse  after  he  received  a  pace- 
maker two  years  ago.  But  he  denies 
that  the  impairment  has  hurt  the  com- 
pany's performance.  Executive  Vice- 
President  Kxinwal  S.  Rekhi,  also  a  Novell 
board  member,  says  it  is  not  an  issue. 
"Ray  does  have  short-term  memory 
problems,"  he  says,  but  Noorda  is  not 
handling  daily  operations.  He  is  the  com- 
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pany's  chief  strategist  and  "big  think- 
er." In  those  roles,  his  long-term  memo- 
ry serves  him  well.  "The  fact  is,  the 
company  has  been  run  fairly  effectively 
under  him,"  Rekhi  says.  It  is  that  solid 
track  record  that  enabled  Noorda's  can- 
dor on  the  subject,  Rekhi  adds,  noting 
that  "Noorda  is  not  a  typical  CEO.  He's 
not  self-conscious.  This  is  no  big  deal.  He 
probably  thinks:  Look  at  my  numbers. 
Look  at  my  performance." 

Look,  indeed.  Novell's  earnings  have 
gi'own  ft'om  35%  to  153%  each  year  since 
the  company  went  public  in  1985.  And 
return  to  shareholders?  One  thousand 
shares  of  Novell  stock  bought  for  $300  in 
January,  1985,  would  be  worth  an  esti- 


NOVELL  REIGNS 
IN  NETWORKING. 

1992  MARKET  SHARE* 


NET  INCOME 
H  GROWTH 

IPP 

mated  $22,000  today-a  7,300%  increas^ 
From  the  beginning,  Noorda  had  tl 
guts  to  predict  computer  hardwai 
would  be  a  low-margin,  hard-luck,  coii 
modity  business.  Hardware  made  i: 
50%  of  the  company's  revenues  in  198 
but  Noorda  guided  Novell  out  of  it  I 
1991,  punctuating  his  point  for  awhi 
by  carrying  around  a  box  of  $10  wris 
watches.  "Hardware  only  gets  cheapei 
he  would  say. 

Noorda  revels  in  his  eccentricity, 
outsiders,  he  seems  a  humble  counti 
boy.  He  listens  more  than  he  talks,  ar 
when  he  does  talk  he  uses  aw-shucl 
one-liners  that  charm  and  disarm.  I 
is,  in  fact,  the  son  of  Dutch  immigrai 
parents  who  settled  in  Ogden,  Utah, 
the  1890s.  His  father  worked  16-hoi 
days  at  two  jobs— as  a  stock  clerk  and 
janitor.  And  neither  parent  attend( 
school  past  the  fifth  grade. 

A  devout  Mormon  who  donates  free 
to  the  church,  Noorda's  lifestyle  bell' 
his  wealth.  While  his  Novell  stock  aloi 
is  valued  at  $650  million,  he  insists 
flying  standby  to  get  a  senior-citiz( 
discount.  Dining  out,  he  likes  to  eat 
Sizzler  for  the  same  reason.  As  for  h 
salary,  he  started  at  Novell  in  1983  ma 
ing  $90,000.  But  when  two  of  his  soi 
began  working  at  the  company  thn 
years  later,  he  decided  that  for  eve: 
dollar  they  were  paid,  he  should  ea 
one  less.  His  salary  dropped  belc 
$40,000,  but  when  his  sons  left  in  m 
he  didn't  raise  his  wages.  Embarrassi 
board  members  did  that  for  him  la 
year,  raising  his  pay  to  $198,830. 

"I  just  don't  like  to  spend  a  lot 
money  for  things,"  Noorda  says.  Tha 
evident  at  Novell's  offices,  which  defi 
the  word  Spartan:  The  walls  are  bei] 
and  the  corridors  are  so  devoid  of  a: 
work  that  Novell  employees  refer 
headquarters  as  the  "space  statioi 
Even  when  company  revenues  we 
growing  30%  to  40%,  says  Direct 
Messman,  Noorda  instituted  spend! 
cuts.  "Ray  has  a  maniacal  focus 
costs,"  Messman  says.  "It's  a  means 
setting  an  attitude  at  the  company." 
CRAFTY  CAPITALIST.  Indeed,  there  is  pl( 
ty  of  method  beneath  Noorda's  infamo 
quirky  style.  The  bottom  line  is  tl 
he's  a  tough,  shrewd  businessmt 
"Don't  let  that  old-coat  Columbo,  V 
getting-old  thing  fake  you  out,"  sa 
Scott  McNealy,  CEO  of  Sun  Microsystei 
Inc.  "Ray's  a  crafty,  entrepreneurial  CJ 
italist."  Just  ask  Microsoft  Chairman  \^ 
liam  H.  Gates  III.  Working  with  t 
Federal  Trade  Commission,  Novel 
chairman  played  a  key  role  in  trying 
ensnare  Microsoft  in  a  federal  antitn 
action.  His  folksy  quotes  reviling  Gat 
industry  dominance  come  often  enou 
that  some  Microsoft  executives  call  h 


e  "grandfathei-  from 


ill." 

Though  relations 

.ve  improved,  Noorda 

?o  irritated  Lotus  De- 

ilopment    Corp.  in 

90  when  he  engineer- 
a  merger  agreement 

at  would  have  pro- 
,  ced  a  software  giant 

ual  to  Microsoft.  Af- 
I  ?  his  directors  balked 
Lotus'  insistence  on 

ving  a  majority  of 

ats  on  the  new 
f  ard,  Noorda  abrupt- 
walked  away  and 

ver  looked  back.  Lo- 

3  executives  say  they 

t  bulldozed  by  the 

;tics.  ■ 

lOOPETITION."  Much 

Noorda's  nice-guy 
putation  emanates 
)m  his  theory  of 
lopetition."  While 
antless  other  soft- 
ire  industry  execu- 
es  have  hurled  invec- 
es  and  competitive 
allenges  at  one  an- 
ler.  Noorda  has 
3nt  years  encourag- 
;  rival  high-tech  com- 
nies  to  work  togeth- 
ironing  out 
mdards  and  swap- 
ig  technology.  His 
iory  is  that  if  the  in- 
stry  grows  as  a 
lole,  each  company 
lefits. 

lut  coopetition  has  its 
rd  business  edge, 
1.  Without  it,  Novell 
uld  be  nowhere.  Network  software 
like  glue.  In  a  system,  it  connects 
nputer  hardware  and  software  made 
a  variety  of  competing  vendors.  It  is 
solutely  necessary  for  the  different 
hnologies  to  interconnect,  and  cooper- 
on  on  standards  is  key  to  that  no- 
n.  "It's  what  customers  want,"  says 
ke  Passaro,  vice-president  for  world- 
le  sales  at  Citrix  Systems  Inc.,  which 
partnering  with  Novell  on  software 
it  zips  applications  across  a  network, 
lis  is  one  of  Ray  Noorda's  strengths." 
The  point  is,  Noorda's  style  is  a  facil- 
i.or  for  his  vision.  And  both  may  well 
irreplaceable.  Nevertheless,  while 
ill  Street  is  concerned  about  the  com- 
ly's  short-term  earnings  momentum, 
J  I'estors  say  they  have  already  dis- 
inted  the  fact  that  Noorda  can't  stay 
forever.  "The  problem  with  Novell 
)eople  look  at  it  as  a  one-man  compa- 
says  Montgomery  Securities  ana- 
t  Douglas  F.  Whitman.  "But  I  don't 
nk  that's  realistic." 


WHO  WILL  TAKE 

OORDA'S  PLACE? 
GIVEN  NOVELL'S  LOST 
OMENTUM,  THE 
NSWER  IS  CRUCIAL 

NO  LACK  OF  POSSIBiE  HEIRS: 
KANWAL  REKHI  (LEFT)  AND, 
CLOCKWISE  FROM  TOP,  MARY 
BURNSIDE,  JIM  TOLENON, 
JOHN  EDWARDS,  AND 
RICHARD  KING 


In  fact,  for  the  past  18  months,  Noor- 
da has  begun  moving  prominent  Novell 
executives  into  bigger  roles.  The  most 
notable  change  was  creating  an  "office  of 
the  president"  last  August.  It  includes 
Noorda  and  two  longtime  Novell  manag- 
ers: Mary  Burnside,  executive  vice-pres- 
ident for  operations,  and  James  R.  Tole- 
non,  senior  vice-president  and  chief 
financial  officer.  Both,  at  times,  have 
been  leading  candidates  among  the  ru- 
mored successors.  But  so  have  Kanwal 
Rekhi;  Richard  W.  King,  general  manag- 
er of  the  NetWare  Systems  Group;  and 
John  W.  Edwards,  another  executive 
vice-president.  Several  other  would-be 
successors  have  come  and  gone  over  the 
years. 

As  usual,  Noorda  is  playing  his  cards 
close  to  his  vest.  On  the  one  hand,  he 
says  the  search  for  a  successor  has 
moved  beyond  Novell's  ranks.  "I  think 
the  natural  case  would  be  to  look  out- 
side to  see  if  there  is  someone  who  can 
take  [Novell]  through  the  next  level  of 


growth.  Nobody  in  our 
company  has  been  in  a 
company  this  big,"  he 
explains.  But  he  isn't 
ruling  out  an  insider. 
The  three  names  men- 
tioned most  frequently 
are  Burnside,  Tolenon, 
and  King. 

Burnside,  45,  is  a 
top-notch  operations 
manager  who  is  direct, 
forceful,  and  has  Noor- 
da's confidence.  Burn- 
side first  met  the  boss 
in  1976,  when  Noorda 
was  brought  in  to  turn 
around  the  failing  oper- 
ations of  System  Indus- 
tries, a  Silicon  Valley 
manufacturer  of  periph- 
eral systems.  After 
Noorda  joined  Novell, 
he  lured  Burnside  over 
to  the  company  in  1988 
because  "she  is  really 
good  at  making  the 
most  of  what  you've 
got,"  he  says.  Still,  her 
lack  of  technological  ex- 
perience could  be  a 
drawback.  "She  hasn't 
run  companies,"  Noor- 
da says.  "At  this  stage, 
you'd  probably  have  to 
look  at  someone  who 
has  run  a  business." 
WHIZ  BANG.  King,  37, 
is  tlie  technical  expert. 
He  joined  Novell  in 
1985  and  has  managed 
software  development, 
customer  service,  and, 
most  recently,  all  of 
NetWare  development. 
Tolenon,  the  44-year-old  CFO,  is  a  whiz  at 
getting  the  most  bang  for  the  buck- 
something  near  and  dear  to  Noorda's 
heart.  But  Noorda  won't  comment  di- 
rectly on  either  King's  or  Tolenon's 
chances  of  succeeding  him.  He'll  only 
commend  each  of  the  executives  on  a 
job  well  done. 

Tolenon,  however,  offers  this  on  the 
succession  issue:  "Tliere  are  a  number  of 
people  within  the  company  who  could 
do  it.  But  there  is  no  one  who  could 
easily  and  clearly  replace  the  Noorda 
persona."  And  that  may  be  the  problem 
as  Novell  moves  forward.  Emphasizing 
that  he  has  no  specific  plans  to  exit  the 
company  altogether,  Noorda  says:  "I 
can't  afford  to  leave.  I  have  10%  of  the 
company.  I'm  going  to  look  after  it  very 
carefully  for  a  while."  Despite  every- 
thing else,  that's  very  good  news  for 
Novell. 

By  Kathy  Rebello  in  Provo,  Utah,  with 
Robert  D.  Hof  and  Russell  Mitchell  in 
San  Francisco 
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FAMILY  FEUDS  I 


THIS  WEEK  ON 
m  HAFTS.,. 


For  now,  Ronnie  and  Herbert  rule.  But  tune  in  tomorrow 


R 


onald  Haft  has  settled  Ijack  for 
the  ride  in  the  deep  leather  seat 
of  his  black  sedan.  He  has  given 
insti'uctions  to  his  tmsty  chauffeur,  Fair- 
child,  and  is  talking  briskly  about  the  re- 
cent bewildering  history  of  the  Haft 
clan.  Over  the  past  year,  his  family  has 
been  blown  to  smithereens  in  a  public 
feud  that  has  become  more  ugly  with 
each  passing  day.  And  the  boyish-looking 
34-year-old— having  helped  his  father 
oust  his  brother  and  mother— has 
emerged  fr'om  the  bitter  power  struggle 
as  president  and  largest  shareholder  of 
both  the  Dart  Group  Corp.— the  Hafts' 
$1.2  billion  retail  empire— and  the  fami- 
ly's real  estate  holdings. 

That  Ronnie  Haft  should  ascend  to 
the  perch  manned  so  effectively  by  his 
brother,  Robert,  is— to  put  it  mildly- 
controversial.  So  it's  no  surprise  that  a 
reporter  has  been  invited  along  this 
November  day  to  watch  the  new  presi- 
dent in  action.  As  Fairchild  speeds  to- 
ward a  mall  Ronnie  is  rehabilitating  in 
Manassas,  Va.,  the  conversation  drifts 
from  an  unemotional  ajtpraisal  of  the 
family  situation  ("I  think  in  the 
end  they  will 
understand  that 
growing  the  com- 
pany is  the  best 
thing  I  can  do  for 
them.")  to  unctuous 
praise  for  his  foi'mei-- 
ly  estranged  father 
Herbert  ("He's 
gi'eat  man,  a  visionary. 
I  owe  him  every- 
thing."). "Am  I  the  heir 
apparent?"  Ronnie  asks 
finally.  "Yes,  I  am.  Defi- 
nitely. Have  I  spoken  to 
my  father  about  where 
things  will  go  in  the  fu 
ture?  You  bet.  I  am  in 
charge  now." 

It  was  just  that  kind 
of  talk  by  Rol^ert  Haft  in 
The  Wall  Street  Journal 
seven  months  ago  that 
helped  spur  his  father 
to  oust  him  in  the  first 


place.  And  today,  there  is  little  doubt 
that  7.3-yeai'-old  Herbert  Haft  remains 
very  much  in  charge  of  the  Dart  Group. 
Evidence  in  court  documents  suggests 
that  the  senior  Haft  may  have  embraced 
Ronnie  largely  to  suit  his  own  purposes 
in  a  feud  that  has  pitted  him  against 
his  wife,  Gloria,  his  daughter,  Linda, 
and  Robert.  The  arrangements  for  Ron- 
nie to  become  the  largest  Dart  Group 
shareholder,  meanwhile,  appear  designed 
to  protect  Herl)ert's  stake  from  divorce 
proceedings  initiated  by  Gloria. 
JUDGMENT  CALL.  The  j^roblem  with  this 
strategy  is  that  a  divorce  court  judge 
could  overturn  the  transactions  that 
created  Ronnie's  stake,  in  an  effort  to 
split  the  Haft  estate  down  the  middle 
between  husband  and  wife.  That  would 
return  control  to  Gloria,  Robert,  and 
Linda,  and— in  the  end— it  would  likely 
finish  Ronnie's  tenure  at  the  helm. 

The  story  of  how  Ronnie  Haft  arrived 
in  the  corner  office  is  as  disturbing  as  it 
is  intriguing.  It  is  the  troubled  tale  of  a 
disaffected  son  trying  to  win  his  strong- 
willed  father's  approval. 
In  the  balance,  of 
course,  is  the  Dart 
Group,  a  Landover 
(Md.)  holding  compa- 
ny that  owns  stakes 
in  Crown  Books,  Trak 
Auto,  and  Shoppers 


DESPITE 


miE's 

SCENSIOK 


THERE  IS  LimE 
DOUBT  THAT  THE 
73-YEAR-OLD  HERBERT 
!EMAINS  IN  CHARGE  OF 
IE  FAMILY  BUSINESS 


Food  Warehouse— not  to  mention  a  p 
vate  real  estate  portfolio  that  includes 
strip  malls.  Whether  these  compan; 
can  endure  the  pitched  battle  ragi 
above  them  is  uncertain. 

Earning  a  place  at  his  father's  si 
didn't  come  easily  for  Ronald.  For  yea 
he  was  the  outcast  brother  who  dalli 
at  real  estate,  while  Robert,  now 
helped  Herbert  l:)uild  Dart's  thriving 
tail  chains.  Shuttling  between  homes 
Laguna  Beach,  Calif.,  Key  West,  Fl 
and  Washington,  Ronald  led  the  scio 
life,  traveling  in  limousines  with  co 
and  masseuse  in  tow.  Making  mattt 
worse  for  Herbert  was  that  Ronald 
gay,  something  several  family  memb< 
say  the  elder  Haft  couldn't  get  pa 
Ronald  insists  his  sexuality  has  ne\ 
been  a  problem  for  his  family. 

It  was  Gloria  who  was  Ronni 
l)iggest  champion.  Mother  and  son 
ten  inspected  family  pi-operties  and  tr; 
eled  together  to  I'eal  estate  conventiO' 
Often,  as  in  1989  and  1990,  when  I 
nald  wanted  to  purchase  commercial  r 
estate  in  California,  Herbert  object 
It  was  only  when  his  mother  interver 
that  the  transactions  went  through 

That's  not  to  say  that  Ronald  has 
had  accomplishments.  At  18,  he  earna 
Mar-yland  real  estate  license  and  S' 
millions  of  dollars'  worth  of  proper 
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RONNIE  HAFT 
NOW  CALLS  DAD 
"A  VISIONARY" 


earned  an  mba  from  the  University 
'ennsylvania's  Wharton  School,  stud- 
law  at  the  University  of  California  at 
Angeles  for  a  year,  and  dabbled  in 
ig  before  returning  to  Washington  in 
1.  There,  he  was  in  charge  of  the 
:s"  real  estate  interests,  building  as- 
from  $100  million  to  $500  million 
boosting  occupancy  from  79%  to 
as  he  helped  spruce  up  the  malls. 
fER  PLAY.  When  family  tensions  ex- 
ed,  however,  Ronald  turned  abrupt- 
n  his  mother.  The  reason,  he  says, 
to  help  Herbert  thwart  what  the 
claim  was  a  bald-faced  power  grab 
lobert.  Others  close  to  the  situation 
Ronnie's  change  of  face  had  more  to 
vith  a  $4.6  million  Ijonus  his  father 
3  him  in  December,  1992.  Ronald 
.  the  bonus  was  based  solely  on  per- 
lance.  Other  sources  speculate  that 
aid's  behavior  was  fueled  by  jeal- 
^  of  his  father's  relationship  with 
erL.  "He  did  it  to  earn  his  father's 
,"  says  one  former  director. 
]  he  family  actually  began  to  unravel 
i  le  spring  of  1991,  when  Heri)ert  de- 
ped  an  irregular  heartbeat.  As  he 
ime  frightened  and  depressed,  suc- 
ion  became  an  issue.  Robert,  a  Har- 
1  MBA  who  was  popular  on  Wall 
et,  began  to  intimate  in  press  ac- 
its  and  among  analysts  that  he  was 


calling  the  shots.  Tensions  were 
already  on  the  rise;  Robert  had 
confronted  his  father  about  an 
affair  Herbert  was  said  to  be 
having  with  a  younger  woman. 
Herbert,  fearing  Robert  was  try- 
ing to  force  him  out,  began  to 
consolidate  his  holdings  in  Dart 
and  the  real  estate  companies. 

Although  Herbert  controlled 
57%  of  Dart  voting  stock,  the 
family's  real  wealth  lay  in  real 
estate.  Gloria  and  Herbert  to- 
gether owned  51%  of  the  Haft 
real  estate  management  firm. 
Combined  Properties  Inc.,  and 
51%  of  the  real  estate  company  it 
managed,  Comlnned  Properties 
Limited  Partnership.  The  I'est 
was  divided  equally  among  the 
three  children,  giving  an  alliance 
of  Gloria,  Roljert,  and  Linda  ef- 
fective control  of  both  compa- 
nies. Meanwhile,  the  family's  fi- 
nancial unit,  Combined  Resources 
Limited  Partnership,  is  owned  in 
ecjual  shares  by  all  five  Hafts, 
giving  any  three  a  majority. 

Herl)ert's  strategy  was  to  lure 
Ronald  to  his  side  and  to  force 
RoVjert  and  Linda  to  accept  lim- 
ited-partnership status  in  the 
real  estate  ventures.  His  lever- 
age: Not  only  could  he  vote  his 
eldest  son  out  of  Dart,  l)ut  Rob- 
ert and  Linda,  like  the  other 
family  members,  had  taken  per- 
sonal loans  from  Combined  Resources. 
As  a  partner,  Herl)ert  could  demand  im- 
mediate payment. 

Roliert  was  removed  as  Dart  presi- 
dent in  late  Jiuie  but  never  acquiesced 
to  become  a  limited  partner.  Instead, 
Herbert  and  Ronald 
turned  up  the  heat 
on  Linda  and  secret- 
ly transferred  $11 
million  into  accounts 
they  controlled.  Ro- 
nald says  it  was  i 
not  uncommon  for  J 


THE  LATEST 
EPISODE  OF 
THE  HAFT  SAGA 


RAISES  THE  QUESTION:  CAN  THE 
BOYISH-LOOKING  34-YEAR-OLDii 
SCION— WHO  mS  LITTLE  RETAIL 
EXPERIENCE— EFFECTIVELY  RUN 
THE  DART  GROUP? 


family  members  to  transfer  funds,  with- 
out informing  one  another. 

Late  one  night  in  .June,  Herljert  called 
his  daughter  to  Ronald's  house,  citing 
"an  emergency."  There,  court  documents 
say,  Herbert  told  her  that  lenders  might 
call  certain  loans,  putting  the  family 
business  in  jeopardy.  He  handed  her  a 
four-page  document  and  asked  her  to 
sign  it.  It  would  convince  lenders  that 
the  Hafts'  business  affairs  were  in  ordei\ 
he  .said.  Ronald  signed  a  paper  he  was 
handed,  and  without  reading  the  docu- 
ment or  consulting  her  lawyer,  Linda 
signed  hers  as  well.  Later,  she  realized 
it  granted  broad  power  of  attorney  to 
Herbert  and  Ronald  to  conduct  business 
affairs  on  her  behalf.  Linda  tried  to  get 
the  paper  back,  but  Herbert  and  Ro- 
nald refused  to  I'eturn  it. 
DISTRACTIONS.  The  next  day,  Ronald  and 
Herliert  had  two  safe-deposit  boxes 
drilled  open  at  the  Chevy  Chase  (Md.) 
branch  of  Plrst  American  Bank.  One  l^ox 
belonged  to  the  children,  the  other  to 
Herbert  and  Gloria.  Ronald  says  all  he 
retrieved  that  day  were  stock  certifi- 
cates for  75,738  shares  of  Class  B  Dart 
voting  stock.  But  Robert  insists  his 
Ijrother  also  took  a  l)lackmail  letter  fi'om 
one  of  Herbert's  {paramours,  which  could 
have  been  used  in  the  divorce  trial. 

With  the  stock  certificates  and  power 
of  attorney  over  Linda's  share,  Herbert 
was  able  to  dilute  the  rest  of  the  fami- 
ly's stake  in  Dart.  Ronnie  became  the 
largest  stockholder,  and  a  month  later, 
the  same  sort  of  dilution  was  accom- 
plished at  the  real  estate  management 
comi)any.  In  August,  under  repeated 
pressure,  Linda  finally  became  a  limited 
partner  in  the  real  estate  holdings,  ce- 
menting Herbert's  and  Ronald's  control. 
Neither  Herl)ert  nor  Ronald  dispute 
these  events.  But  the  terms  of 
Robert's  ouster,  the 
validity  of  the  stock 
transactions,  and  the 
money  transfers  are 
being  contested  in  var- 
ious stale  courts.  At 
the  judge's  discretion, 
divorce  proceedings 
could  also  invalidate 
many  of  the  transactions. 
An  independent  auditor 
has  been  appointed.  A 
preliminary  report  is  due 
in  Decemljer. 

The  outcome  is  any- 
body's guess.  In  the  meantime,  there 
are  questions  about  Ronnie  Haft's  ability 
to  run  Dart.  Although  the  retail  chains 
have  solid  management,  Ronnie  has  no 
retail  experience.  And  if  he's  not  dis- 
tracted by  the  family  feud,  he  ought  to 
be.  "I'm  in  the  best  position  to  lead 
these  companies  into  the  future,"  Ronnie 
says.  He  is  now.  But  maylie  not  for  long. 

By  Mark  Lfu-ipi  in  Washington 
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THE  INFORMATIOH 
APPLIANCE 

WILL  THE  PC  BECOME  THE  ALUPURPOSE  TOOL  FOR  THE  DIGITAL  AGE? 


The  roar  of  the  Informaticjn  Super- 
highway is  getting  a  lot  louder  a 
lot  sooner  than  anyone  expected. 
When  the  concept  of  a  huge  interactive, 
digital  network  first  began  taking  shape 
in  the  late  198()s,  nobody  expected  to 
see  much  of  it  before  the  end  of  the 
century.  But  the  frenzy  of  dealmaking 
between  phone  companies,  entertain- 
ment conglomerates,  and  cal)le  opera- 
tors is  pushing  up  the  beginning  of  the 
highway  to  the  next  two  to  thi'ee  years. 

Only  one  problem:  What  will  be  the 
gadget  we  use  to  harness  that  flood  of 
digitized  traffic— the  phone  calls,  movies, 
TV  shows,  data  bases,  on-line  magazines, 
and  shopping  services  coming  into  our 
homes  and  offices?  Before  the  all-digital 
lifestyle  takes  root,  we'll  need  some  kind 
of  device— or  a  series  of  them— to  man- 
age the  information  flow.  Think  of  it  as 
the  information  appliance— a  device  that 
will  l)e  as  commonplace  in  a  few  years 
as  the  washing  machine 

PORTABLE 

NO  BIGGER  THAN 
A  NOTEBOOK, 
PREFERABLY 
POCKET  SIZE, 
THE  INFORMA- 
TION APPLIANCE 
WILL  GO  WHEREVER 
YOU  GO 


or  VCR  is  now.  Information  appliances 
will  instantly  make  the  connec- 
tions to  a  world  of  digitized 
entertainment,  communica- 
tions, and  data— on  the  super 
highway  or  over  the  airwaves. 

So  what  will  the  information 
appliance  be?  Some  technology  gu- 
rus say  it  will  be  a  revolutionary 
new  handheld  device— a  "per- 
sona! digital  assistant,"  such 
as  Apple  Computer  Inc.'s 
Newton  MessagePad.  Consum- 
er-electronics companies  are 
pushing  the  idea  of  a 
newfangled  digital 
T\'  or  a  variation  on 
the  video-game  player. 
The  cable-TV  industry  is 
busy  developing  a  souped-up 
version  of  today's  converter  boxes. 
3D0,  a  San  Mateo  ( Calif. )-l)ased  start- 
up backed  by  American  Telephone  & 
Telegraph  Co.  and  Japan's  Matsushita, 
floated  one  of  the  hottest  initial  public 
offerings  of  the  year  on  the  promise  of 
a  hybi-id  game  player  that  would  dou- 
ble as  a  set-top  box. 

It  all  makes  the  jjersonal  com- 
puter sound  downright  prosaic.  Af- 
ter all,  in  the  era  of 
500-channel,  interac- 
tive   digital  TV, 


EASY  TO  Ltt 

HATE  THE  KEYBO/D' 
who  will  want  a  THEN  FORGET  ABiJI 
PC?  Indeed,  while   U:  TALK  TO  YOUR 
phone  companies,  APPLIANCE,  WRITDt 
media  moguls,  con-  it,  puSH  A  COUPl 
sumer  electronics  OF  BUTTONS 
companies,  and  ca- 
ble-TV operators  are  carving  up  tin- 
ital  future,  many  PC  makers  seem  en 
in  a  depressing  cycle  of  price-cuii 
downsizing,  and  quarterly  losses. 
ON  THE  JOB.  But  for  all  the  hype  a  I 
intelligent  TVs,  smart  cal)le  boxes, 
souped-up  video-game  machines— an 
all  of  which  may  eventually  have  i 
place— there's  really  only  one  ma'  - 1 
right  now  that  has  what  it  takes  tn 
come  the  gateway  to  the  dawning  ili 
age:  It's  that  old  workhorse,  tin 
"There  is  an  infinitesimal  chance 
any  of  these  new  products— intera<' . 
games,  set-top  boxes,  what  have  y  i- 
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SPECIAL  P 


WIRELESS  ON  THE 

ROAD,  YOU'RE  STILL  CONNECT- 
ED, VIA  WIRELESS  NETWORKS. 
DON'T  LET  A  DELAYED  FLIGHT 
SPOIL  DINNER— ORDER  CHINESE 
OVER  THAT  TERMINAL  IN  THE 
SEATBACK 


'ill  reach  even  10% 
enetration  of  the 
ome  in  the  next  five 
ears,"  says  Mark 
tahlman,  a  consultant 
ho  heads  New  Yoi-k- 
ased  New  Media  Re- 
;arch.  "But  the  PC  will 
!ach  50%  penetration 
)oner  than  that,  and  therefore  it  will 
scome  the  basis  for  everything  else: 
3tworks,  videophones,  multimedia." 

Why  the  PC?  Mainly,  because  it's 
lere— everywhere,  in  fact.  More  than 
IS  million  are  in  use  in  offices,  homes, 
id  schools  around  the  world.  That 
leer  momentum  gives  the  PC  a  sizable 
jadstart  to  become  the  information  ap- 
iance  of  choice.  And  the  accelerated 
)proach  of  the  superhighway  only 
akes  the  PC  a  stronger  candidate  for 
formation  appliance.  For  all  its  user-un- 
iendly  flaws,  the  PC  has  become  a  fa- 
iliar  tool  in  virtually  every  walk  of 
e.  People  who  can't  progi'am  the  clock 
1  their  VCRS  can  go  to  their  desks,  turn 
1  their  PCs,  and  type  away.  In  growing 
imbers,  they  are  welcoming  PCs  into 
leir  homes.  Market  researcher  Link 
esources  Corp.  estimates  that  31%  of 
.  S.  homes  have  a  PC,  up  from  26% 
/o  years  ago— and  concurs  in  Stahl- 
an's  prediction  that  PCs  will  be  in  half 

all  U.  S.  homes  by  1998. 

Those  PCs  will  be  ready  for  the  infor- 
ation  highway.  While  most  of  the  buzz 
)Out  the  network  centers  on  500-chan- 
il,  interactive  cable  TV,  there  will  also 
!  on-line  magazines,  archives  of  histor- 

information,  all  sorts  of  directories 
id  data  bases,  and  dozens  of  services 
r  home  banking,  investing, 
d  education.  "Only  a  min-  - 
cule  amount  of  the  in- 
miation  will  be  video," 
ys  John  Warnock,  chair- 
an  of  Adobe  Systems 
c,  a  maker  of  publishing 
ftware.  And  all  these  ser- 
ees  can  be  handled 


better  on  a  PC, 
argues  Nathan 
Myhrvold,  head  of  ad- 
vanced technology  for 
Microsoft  Corp.  If  you  want  to  place  a 
classified  ad  on  interactive  TV,  for  exam- 
ple, you'll  need  a  word  processor  to 
write  it.  Most  services  on  the  highway, 
Myhrvold  asserts,  "are  going  to  have 
some  evolutionary  relationship  to  exist- 
ing computing." 

PROTEAN  PC.  The  key  advantage  for  the 
PC  in  the  new  digital  era— and  the  hope 
for  PC  makers— is  its  endless  adaptabil- 
ity. A  video-game  player  is  a  video-game 
player,  a  cable  box  is  a  cable  box,  and  a 
phone  is  a  phone.  Granted,  that's  what 
makes  them  cheap  and  easy  to  use.  It's 
also  what  makes  them  less  than  ideal  in 
rapidly  changing  markets.  But  feed  the 
PC  new  software  and  it  can  assume  a 
new  personality  and  take  on  new  jobs. 

No  PC  has  been  more  widely  adapted 
than  the  IBM  PC  and  its  clones.  While 


PROGRAMMABLE 

AT  HOME,  IT  CAN  BE  ADAPTED 
TO  ANY  USE,  FROM  ORDERING 
THE  LATEST  MOVIES  TO  CON- 
TROLLING THE  AIR  CONDITIONER 


Apple  Computer 
Inc.'s  Macintosh  and 
Newton  (page  110),  and  perhaps  some 
workstations,  have  a  shot  in  the  informa- 
tion-appliance race,  the  worldwide  in- 
dustry that  has  grown  up  around  the  PC 
almost  guarantees  it  faster  evolution— 
and  lower  prices.  There's  an  infrastruc- 
ture of  thousands  of  companies  to  build, 
sell,  and  program  machines  that  con- 
form to  the  IBM  PC  standards.  There  are 
hundreds  of  companies  constantly  creat- 
ing new  hardware  add-ons  to  extend 
the  PC's  powers  and  thousands  of  pro- 
grammers dreaming  up  new  software 
applications.  This  all  makes  it  simpler,  at 
least  in  theory,  to  upgrade  the  PC  to 
handle  new  forms  of  data  such  as  voice 
and  video  than  to  reinvent  consumer 
electronics  products.  "It's  easier  to  add 
another  lane  to  a  freeway  than  to  erase 
a  city  and  try  to  start  over,"  says  Intel 
Corp.  CEO  Andrew  S.  Grove. 

The  PC  industry,  of  course,  must  keep 
evolving  along  with  the  machine.  The 
past  few  years  have  brought  relentless 
price  wars  and  massive  cost-cutting. 
That  has  forced  out  some  marginal  play- 
ers, but  survivors  are  now  in  the  right 
shape  to  move  into  consumer  electronics, 
first  with  today's  home  PCs,  and  soon 
with  new  information  appliances.  IBM, 
Compaci,  Hewlett-Packai-d,  and  a  handful 
of  others  figure  the  mega-volumes  of 
these  new  markets  are  what  could  re- 
store old  levels  of  profitability.  "We're 
convinced  that  we  can  get  our  cost 
structure  down  to  a  point  where  not 
only  we  can  sell  these  appliances  in  high 
volumes,  but  we  will  make  enough  mon- 
ey off  them  to  both  satisfy  our  share- 
holders and  allow  us  to  provide  other 
kinds  of  [on-line]  services  that  will  be 
even  more  profitable,"  says  .James  Can- 
navino,  former  head  of  IBM's  Personal 
Systems  Div.  and  the  company's  newly 
named  chief  strategist. 

How  will  the  PC  evolve  into  the  infor- 
mation appliance?  First,  by  continuing  to 
incorporate  the  best  features  of  other 
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cf)mputers.  Today's  I'Us,  tor  example,  re- 
flect the  "look  and  feel"  of  the  Apple 
Mac  and  the  graphics  and  sound  of  the 
groundbreaking  Commodore  Amiga 
(chart).  Steady  advances  in  micropro- 
cessors and  other  comi)onents  should 
continue  the  evolution.  The  power  of  In- 
tel's new  Pentium  chip,  for  example,  is 
being  applied  to  make  Pt:s  "understand" 
speech.  "As  these  micropi'ocessors  contin- 
ue to  get  alanningly  fast,  our  developers 
have  the  luxury  to  use  some  of  that 
computing  power  to  work  on  the  PC's 
people  skills,"  says  Cannavino. 

The  new  information-appliance  PCs 
will  not  only  be  user-fiMendly,  they'll  also 
come  in  lots  of  different  shapes  and  siz- 
es. Think  of  them  as  the  gadgets  on 
Sta?-  Trek.  On  the  Enterprise,  infoi'ma- 
tion  ajjpliances  were  everywhere.  Hand- 
held models  diagnosed  sick  aliens  and 
damaged  transporters.  Thei"e  were  com- 
puters that  crew  members  talked  to, 
typed  into,  and  sent  messages  l>ack  and 
forth  over. 

So  it  will  be  with  the  information  ap- 
pliance in  the  home.  There  will  l)e  hand- 
held devices,  notel)Ooks,  desktop  ma- 
chines, even  PCs  that  hang  on  the  wall. 
Different  fonns  will  be  used  for  different 
jobs  or  for  tapping  into  the  digital  infor- 
mation flow  in  different  locations.  "Peo- 
ple will  own  more  than  one  PC— just  like 
they  have  more  than  one  phone  and  one 
TV.  It's  not  that  much  of  a  leap  of  faith," 
says  Robert  W.  Stearns,  vice-president 
of  corporate  development  for  Compaq 
Computer  Corp.  Indeed,  Channel  Mar- 
keting Corp.  predicts  that  by  the  year 
2000,  every  home  will  have  2.5  PCs. 
ON  THE  FLY.  The  evolution  is  alreafly  un- 
der way.  Compaq,  Apple,  and  IBM  now 
sell  desktop  PCs  that  act  on  simple  spok- 
en commands.  There  are  also  machines 
that  can  "read"  your  handwriting— albeit 
with  difficulty.  PCs  are  shrinking,  too, 
into  sizes  and  shapes  that  will  truly  be 
able  to  go  anywhere.  Look  at  Hewlett- 
Packard  Co.'s  latest  OmniBook,  a  2.9- 
pound  PC  with  a  full-size  keyl)oard  and  a 
486  chip.  Compa<i  and  Motorola  are  both 
planning  new  handheld  PCs  that  resem- 
ble the  PDAs  from  Apple,  EO,  Casio,  and 
Tandy  and  that  will  have  built-in  wii'e- 
less  communications.  And,  if  you  forget 
to  pack  your  handheld  appliance,  don't 
fret.  Soon,  you'll  tie  able  to  keep  up 
with  your  electi'onic  mail  using  temiinals 
being  installed  t)y  airlines  in  seatl)acks. 

The  most  important  new  dii'ection  for 
the  PC,  however,  is  unquestionably  mul- 
timedia. PCs  equipped  with  CD-ROM 
drives,  souped-up  graphics,  and  sound 
cards  are  giving  consumers  a  taste  0)f 
what  the  Infomiation  Sujjerhighway  may 
bring— a  catchy  mix  of  graphics,  video, 
and  stereo  sountl  for  interactive  learning 
and  entertainment,  on-line  information 


THE  PC  FAMILY  TR 


APPUII  1977 


Easy-to-use  software 
made  them  a  hit  with 
schools,  and  kids  want 
ed  one  at  home,  too. 


LUGGABLE  COMPUTERS  1982i 


Luggables  such  as  Compaq's 
Portable  PC  meant  computing  on 
the  go.  But  not  many  went  very  far 
—they  weighed  about  30  pounds 
and  still  needed  an  electrical  outlet. 


The  power  of  comp 
moved  from  the  bac 
rooms  to  the  office" 
desktop. 


9 


APPLE  MACINTOSH  1984 


It  became  even  easier  to 
use  when  "point  and  click" 
replaced  typed-in  commands. 


More  memory  and| 
faster  microproces: 
made  PCs  better. 


LAPTOP  COMPUTER  1985 


Rechargeable  batteries  and 
LCD  screens  broke  the 
desktop  chains. 


NOTEBOOK/SUBNOTEBOOK  1990 


All  of  the  features  of  desktop  computers  in 
a  notebook-size  box.  Even  smaller  are 
"subnotebooks"  weighing  less  than  4  lbs. 


PERSONAL  DIGITAL  ASSISTANTS  1993 


The  keyboard  is  replaced  with  software  that  "reads" 
your  handwriting.  But  the  software  still  isn't  accurate. 
Some  offer  wireless  electronic  mail  and  faxes,  but 
communications  ore  severely  limited— and  pricey. 


THE  NEW  PORTABLES  1994-?? 


The  problems  with  handwriting 
recognition  will  be  ironed  out. 
1^  Wireless  networks  will  allow  easy 
data  exchanges  with  other  systems. 


MULTIMEDIA  DESKTOP  COMPUTERS  1993-?? 


Future  microprocessors  will  have  the  power  of  mainframes.  The 
box  that  sits  on  the  desk  will  understand  your  voice,  find  reams 
of  data,  and  get  last  night's  TV  news  stories. 


PCs  were  broader 
into  sound  and  vie 
data  stored  on 
CD-ROMs.  I 
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ATARI  PONG  1976 


Millions  of  us  couldn't  hove 

cared  less  about  program- 
ming or  word  processing. 
The  cry  was,  "video 
games!' 


COMMODORE  C64/ 128  1982 


Commodore's  machines  worked 
with  your  TV  set— and  they  came 
with  games. 


rippled  version  of 
office  PC  misfired 
ne  fledgling 
ne  PC  market. 


COMMODORE  AMIGAJ 


Continuing  to  focus  on  TV,  the 
Amiga  featured  chips  that  could 
handle  video  images  and 
sound— pioneering  the  idea 
of  "multimedia  computing." 


NINTENDO  1985 


For  the  generation  that 
grew  up  on  video 
arcades,  home  game 
systems  were  getting 
more  complex  and 
losing  the  clunky, 
jagged  graphics. 


MPS/1  1990 


office  v/orkers,  home 
wners  were  demand- 
lore  power. 


SUPER  NINTENDO/SEGA 
GENESIS  1991 


Like  the  more  "serious"  PCs, 
game  systems  got  beefed-up 
"brains"  that  allowed  them 
to  play  advanced  games 
recorded  on  CD-ROMs. 


SET-TOP  BOXES  1994-?? 


Boxes  that  sit  on  top  of  your  TV-such  as  3DO-will  still 
ploy  gomes,  but  will  also  link  you  with  other  viewers  over 
an  interactive  game  network.  Cable  boxes  will  tap  the 
growing  number  of  services  available  over  expanding 
cable  and  phone  networks.  To  order  a  dress  or  a  pizza, 
just  click  the  remote  control. 


.service.s,  and  electronic  l)Ook.s  and  mag- 
azines. Sales  of  multimedia  machines  are 
taking  off:  Market  researcher  InfoTech 
Inc.  estimates  that  3.5  million  multimedia 
computers  will  be  installed  in  the  U.S. 
l)y  yearend. 

And  from  multimedia  PCs,  it  is  only  a 
short  trip  to  the  marriage  of  PCs  and 
TVs.  Since  January,  Packard  Bell  Elec- 
tronics Inc.,  a  leading  supplier  of  home 
computers,  has  been  selling  a  multimedia 
PC  with  a  special  circuit  card  that  lets 
customers  watch  TV  programs  on  their 
screen.  Apple  has  recently  introduced 
a  similar  machine,  the  Mac  TV,  that 
looks  like  a  television  set  with  a  key- 
board attached.  The  Mac  TV  can  accept 
CD-R(jM  computer  disks  and  display  cap- 
tions on  the  TV  programs.  IBM  is  promis- 
ing a  TV  receiver  built  into  its  notebook- 
size  ThinkPad  for  next  year,  so  couch 
l)otatoes  need  never  miss  a  program. 

Of  course,  everybody  in  the  consumer 
electronics,  telephone,  and  cable-TV  in- 
dustry sees  where  the  PC  gang  is  go- 
ing—and they're  eager  to  head  them  off. 
"IBM-compatible  PCs,  regardless  of  how 
they  evolve,  will  not  be  a  match  for  all 
the  services  and  applications  that  be- 
come possible,"  says  Takuma  Yamamoto, 
chairman  of  Fujitsu  Ltd.,  the  world's 
No.  2  computer  company  after  IBM.  Like 
many  Japanese  electronics  companies, 
Fujitsu  is  betting  that  video-game  ma- 
chines will  be  the  route  into  the  home. 

Why?  Because  even  now,  PCs  are  just 
too  difficult  for  the  average  consumer  to 
bother  with.  Just  ask  former  Apple 
Chairman  John  Sculley.  Several  years 
ago,  he  was  one  of  the  first  to  call  atten- 
tion to  the  coming  convergence  of  com- 
puters, communications,  and  mass  media. 
He  be,gan  working  on  offshoots  of  Ap- 
ple's Macintosh  to  catch  that  wave.  But, 
he  says,  a  decade  after  he  entered  the 
PC  business  all  the  changes  in  technology 
have  not  made  much  of  a  difference  in 
how  the  machines  are  used.  Then,  70% 
of  all  software  applications  were  spread- 
sheets, data  bases,  and  word  proces- 
sors—and today,  that's  still  true.  "It's 
why  I  went  into  the  wireless  world," 
says  Sculley,  now  CEO  of  Specti-um  Infor- 
mation Technologies  Inc.,  a  company 
that  is  developing  wireless  data-commu- 
nications technology.  "The  phone  doesn't 
require  a  lot  of  behavioral  changes." 

While  hybrid  computer-phones  such 
as  IBM's  new  wireless  Simon  are  appear- 
ing, it's  hard  to  imagine  your  typical 
phone  sprouting  into  a  full-blown  infor- 
mation appliance.  But  it's  not  such  a 
stretch  for  video-game  machines.  And, 
unlike  most  PCs,  they  are  already  in  the 
living  room,  connected  to  the  television. 
A  third  of  American  homes  have  a  game 
player  and  two-thirds  of  the  kids  be- 
tween the  ages  of  6  and  14  are  regular 
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players.  And  ^ames  makers  Iwing  lK)th  a 
mastery  of  technolof^y  and  a  flair  for 
marketing  to  the  contest.  "We're  moi'e 
concerned  about  competition  from  the 
games  makers  in  Japan  than  we  are 
about  any  U.  S.  competitors,"  says  Rob- 
ert J.  Frankenberg,  general  manager  of 
Hewlett-Packard's  Personal  Information 
Products  Clroup. 

CASH  BARRIER.  But  games  makers  and  all 
the  other  contenders  in  the  appliance 
race  have  their  own  handicaps.  A  state- 
of-the-ai't  interactive  game  player  from 
3D0  Corp.,  at  aljout  $700,  is  more  m(jn- 
ey  than  most  parents  want  to  spend  on 
what  is  still  perceived  as  a  toy.  And 
even  Sculley  acknowledges  that  the 
phone  must  still  be  "reinvented"  before 
it's  smart  enough  to  be  the  gateway  to 
the  information  highway. 

Makers  of  cable  eiiuipment  also  face 
some  big  obstacles.  While  they  talk  of 
"smart"  cable  boxes  to  manage  the  intri- 
cacies of  500-channel,  interactive  TV  net- 
works, they  concede  that  such  devices 
are  still  only  in  the  prototype  stage. 
Even  then,  they  lack  the  computing 
power,  storage  capacity,  and  software 
to  manage  the  kind  of  information  that 
PCs  handle  routinely.  And  they're  not 
likely  to  gain  much  intelligence  because 
cable  companies  figure  the  cost  must  be 
kept  to  a  few  hundred  dollars.  That's 
fine  if  the  only  thing  you  want  off  the 
Information  Superhighway  is  a  wide 
choice  of  something  to  watch  and  the 
ability  to  conduct  a  few  simple  transac- 
tions using  your  remote  control. 

PC  makers  are  betting  that  for  a  few 
hundred  doUai-s  more,  consumers  will 
go  for  the  machine  that  not  only  controls 


the  TV  and  plays  games  but  allows  them 
to  work  at  home.  Granted,  a  PC,  at 
al)out  $1,000,  is  a  pricey  home  purchase. 
But  if  the  alternative  is  to  buy  a  so- 
phisticated set-top  controller,  and  a  dig- 
ital TV,  and  a  game  machine,  and  a 
smart  phone,  all  costing  $200  or  moi'e 
each,  an  all-purpose  device  sounds  a  lot 
more  attractive. 

True,  the  PC  makers  still  have  to 
prove  the  case  to  consumers— and  prove 
to  themselves  and  investors  that  they 
can  cut  it  in  consumer  electronics.  In 
addition  to  slashing  costs,  companies 
such  as  Compaq  and  IBM's  PC  division 
have  moved  into  every  possible  chan- 
nel of  distribution,  from  mail  order  to 
discount  warehouses  to  traditional  de- 
partment stores.  They  are  in  every  geo- 
graphic market,  make  PCs  for  every 


FROM  DESKTOP  PCs  TO 
TINY  COMMUNICATORS- 
A  LOGICAL  PROGRESSION? 


INTERACTIVE 

PCs  WILL  LET  TV 
VIEWERS  WATCH  A 
GAME  AND  BUY  TICK- 
ETS FOR  ANOTHER 


class  of  user,  ma 
ufacture  the 
worldwide,  ai 
constantly  ad 
new  models,  wli 
slashing  price 
"Us  PC  guys  really  understand  what  in 
going  to  take  to  drive  these  produc; 
into  markets  where  margins  are  sli 
and  the  pace  of  technology  is  inci  r 
ible,"  says  Howard  Elias.  vice-preside 
of  marketing  for  AST  Research  Inc.  ai 
a  veteran  consumer-electronics  market  (. 
"I  don't  know  very  many  compani ; 
jumping  into  this  Information  Highwr 
business  that  understand  how  to  u 
three  or  four  product  cycles  a  year." 

Meanwhile,  millions  of  consumers  :i' 
getting  ready  for  the  Information  Hi'.' 
way  by  playing  with  their  multiniei  . 
PCs.  "How  does  multimedia  differ  ii  < 
the  highway?"  asks  Mai  D.  Ran-" 
marketing  vice-president  at  Pack.i 
Bell.  Very  little,  he  maintains.  Those 
owners  who  are  browsing  interac  ii 
CD-ROM  encyclopedias  and  logging  on 
on-line  services  such  as  Prodigy,  Coiiii- 
Serve,  and  America  Online  can  sini| 
switch  over  to  the  Information  Higliw 
when  it  arrives.  "The  transition  fei-  i 
Prodigy  user  will  be  a  lot  shorter  ili 
that,  say,  of  the  cable-TV  user,"  a 
Ransom.  "You  won't  have  to  sell  i 
new  concepts  to  them." 

Certainly,  there's  a  big  "if"  te  i 
strategy  of  using  the  PC  as  the  'j:i 
way  to  the  Information  Highway,  a 
that's  the  nature  of  the  highway.  F: 
telephone  and  cable  industries  arv  l> 
tling,  and  courting,  each  other  right  ik. 
to  determine  which  one  will  build  a  : 
operate  the  networks  that  will  pour 
the  interactive  video,  games,  and  \  n 
into  the  home.  Whoever  wins  that  bat 
will  have  a  big  say  over  what  type 
hardware  device  will  be  at  the  eml  : 
the  line.  For  now,  says  David  Lidd  , 
CEO  of  Interval  Research  Corp.,  a 
search  and  development  group  in  Mi' 
Park,  Calif.,  nobody  really  knows  u  l' 
the  network  is.  But  it's  important  i 
PC  makers  to  be  involved,  he  wan.: 
"Getting  out  there  and  getting  \\  i  t  .• 
the  only  way  to  find  out." 

Which  is  why  computer  makers  ;; 
getting  into  the  Information  Higliu, 
frenzy.  They  are  forming  partners! i 
with  cable  companies  and  phone  i  ( 
panies  to  develop  set-top  boxes  a 
smart  phones  that  will  work  with  thi 
own  PCs.  The  theory  here  is  if  Ukc 
other  devices  do  make  it  into  the  hoi3, 
so  be  it.  Just  make  sure  they  are  11 
com|)ati!ile  with  an  omnipotent,  contil- 
ling  PC. 

That's  the  vision  of  Satish  Gupta,  i- 
rector  of  personal  systems  for  IBM.  e 
sees  the  desktop  PC  as  the  hub,  or  se'- 
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Hie  HP  lOOLX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cuttiiig-edge  coniputiiig  aiid 
comimuiicatioiis  features.  AH  wiapped 
up  in  a  sleek  11-oiuice  package.  Includ- 
ing one-key  access  to: 

fSgJI  cc:  Mail"  Mobile,  the  market- 
IShI  leading  e-mail  softwaie. 
Today's  new  cai  d  modems  fit  neatly 
into  oui-  PCMCIA  2.0  slot,  coimecting 
you  to  yoiu'  corporate  or  office  e-mail 
systems.  Talk  about  portable  com- 
miuiications!  Tliis  e-mail  solution  fits 
right  in  your  pocket. 

Take  most  ofyour  office  with 
ISI  you.  Built-in  MS-DOS  5.0 
means  you  can  rim  optional  PC  soft- 


ware, such  as  Quicken,  Microsoft - 
Project  Manager  and  ACT!  No  other 
palmtop  comes  close. 

With  equal  ease,  you  can  create  cus- 
tom databases.  And  sort  through  a 
list  of  customer  billing  profiles  or 
your  favorite  restaurants. 

a Even  when  you're  on  top  of 
the  world,  our  appointment 
book  keeps  you  on  top  ofyour 
schedule.  With  week-  and  month-at- 
a-glance.  You  don't  miss  a  thing. 

C'tWt  Keep  running  nimibers  on 
■lJ  the  r  un.  One  touch  brings  up 
Lotus- 1-2-3,  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  note- 


taker  to  capture  ideas.  Powerftil 
analysis  on  the  HP  financial  calcula- 
tor. Flexible  phone  book.  And  much, 
much  more. 

For  more  information  and  the  name 
of  yoiu-  neaiest  HP  lOOLX  dealer,  call 
us  at  1-800-443-1254,  Dept.  989.  Or  in 
Canada,  1-800-387-3867.  Then  hit  the 
road  armed  with  aU  the  right  answers. 


Koi  HEWLETT- 
mLcM  PACKARD 


cc  Mail  Mobile  ts  a  U  S  trademark  ot  cc  Mail,  a  wholly  owned  subsidiary  ol  Lotus 
Development  Corporation  Microsoft  and  MS-OQS  are  U  S  registered  trademarks  of 
Microsoft  Corporation  Lotus  and  1-Z-3  are  U  S  registered  trademarks  of  Lotus 
Development  Corporation  '51993  Hewlen-Packard  Company  PGI2307A 


The  zSoHorsepower  Lincoln  MarkVIII 

When  you're  in  your  Mark,  before  you  even  turn 
the  first  corner,  or  for  that  matter  before  you  even 
turn  on  the  ignition,  you  know  you're  in  for  more 
than  just  your  standard  driving  experience. 

Inside  Mark  VIII's  ergonomically  designed 
cockpit,  you'll  notice  something  not  available  on  any 
other  luxury  sport  coupe:  Autoglide  front  seats  that 
move  forward  to  make  room  for  easy  entry  and 

Infeur  Mark. Get  Set. Go. 

exit  when  the  seatbacks  are  tipped 

fully  ahead.  When  returned  to 

their  normal  upright  position,  the 

seats  automatically  glide  back  to 

their  original  location. 

Now  fasten  your  seat  belt.  j 

The  280-hp  32-valve  engine 

^   ,    .     ,    ,  will  rocket  you  to  wherever  you 
iixclusive  dual 

Autoglide  seating  1       »  1 

system.  need  to  go.  There  s  also  standard 

dual  air  bags*  and  ABS  brakes,  and  an  exclusive 

computer-managed  suspension  that  automatically 

lowers  the  car  at  55  mph  for  better  handling 

and  less  wind  resistance. 

So  get  in  your  Mark.  And  get  set  for  a 

truly  unique  driving  experience.  For  more 

information  call  i  800  446 


LINCOLN-MERCURY  DIVISION  Buttk  up-tognher  we  (jn  save  lives  'Driver  and  from  pisienger  Supplemenril  Reslriinl  Syilem  Always  wear  your  saferv  beir 


i  LINCOLN 

What    A    Luxury    Car    Should  Be 


er,  of  an  "iiil'oi-mation  structure."  This 
structure  will  include  the  interactive  ca- 
ble-TV system,  wireless  phones,  and  a 
variety  of  different  size  PCs  scattered 
about  the  house,  car,  and  office,  all  con- 
nected via  wireless  networks. 

Wliile  this  home  computer  stores,  con- 
trols, and  processes  all  the  many  bits 
of  data  floating  about  the  structure,  such 
as  household  budgets,  e-mail,  and  movies 


downloaded  fi'om  the  calile  .sy.stem,  each 
family  member  will  l)e  checking  in  regu- 
larl\'  with  his  or  her  own,  very  personal, 
ai)pliance.  "I  think  in  the  next  two  or 
thi'ee  years,  we  can  implement  a  small 
handheld  personal  device  that  uses 
speech  and  handwriting  recognition  and 
can  communicate  both  voice  and  data," 
Gupta  says.  Such  a  device  will  allow  its 
owner  to  be  constantly  in  touch  with 


every  other  component  of  his  or 
personal  network. 

Compaq's  top  strategist  has  a  simi! 
grand  vision.  Stearns  sees  a  server-ty 
PC  built  into  the  house,  maybe  next 
the  central  heating  or  air-conditioni 
unit.  It  would  be  linked  to  what  Steai 
likes  to  call  "lifestyle  devices'— game 
chines,  handheld  computers,  sm 
phones.  This  concept  is  still  sketc 


WATCH  OUT— THOSE  GAME  BOYS  ARE  GROWIHG  UP 


As  U.  S.  PC  makers  fix  their 
sights  on  the  Information 
Superhighway,  Nintendo  Presi- 
dent Hiroshi  Yamauchi  has  reason  to 
fret.  Computers  with  video-game 
graphics  and  sound  suggest  a  looming 
battle  for  the  living  rooms  of  America. 

But  Yamauchi  isn't  cjuaking:  His  en- 
gineers are  working  on  a  64-bit  game 
machine  with  powers  that  will  rival 
the  most  advanced  PCs— in  1995.  "Two 
years  from  now,"  he  declares,  "there 
won't  be  anyone  else  in  our  league." 

That's  when  the  Information  Super- 
highway will  start  to  reach  U.  S. 


liillion  this  year,  predicts  Salomon 
Brothers  Inc.  That's  more  than  total 
movie  box-office  sales,  and  nearly  as 
large  as  the  U.  S.  music  industry. 
"These  companies  understand  pricing, 
product  placement,  and  good  software," 
says  analyst  Joseph  Osha  of  Baring 
Securities  (Japan)  Ltd.  "Long  term, 
they're  not  going  to  lose  control." 
JOYSTICK  CLUB.  To  make  sure,  game- 
machine  makers  must  figure  out  how 
to  get  on  the  Information  Superhigh- 
way—over which  new,  interactive,  mul- 
tiplayer  games  will  be  played.  That's 
why  Nintendo  has  tapped  Silicon 


homes.  And  Nintendo  Co.  counts  on 
Americans  to  choose  electronic  kick- 
boxing  over  on-line  edification  every 
time.  "Wio's  in  the  business  of  provid- 
ing entertainment?"  says  Peter  Main, 
Nintendo  of  America's  vice-president 
for  marketing.  "Not  Microsoft  or  IBM." 

A  Nintendo  or  Sega  Enterprises 
Ltd.  machine  may  not  be  able  to  han- 
dle complex  software  or  services,  but 
when  it  comes  to  interactive  entertain- 
ment, they're  light-years  ahead.  Since 
1985,  Nintendo  and  Sega  have  placed 
more  than  65  million  game  players  in 
U.  S.  homes.  And  they've  spawned  a 
software  market  that  will  exceed  $7 


Graphics  Inc.  for  a  64-bit  chiij  to  give 
Nintendo  machines  the  smarts  to  nav- 
igate 500  channels  and  manage  shop- 
ping, banking,  and  other  transactions. 
"You'll  be  purchasing  a  gTeat  game  ma- 
chine," says  Yamauchi.  "But  the  more 
you  use  it,  the  more  remarkable  things 
you'll  learn  how  to  do." 

Sega  is  taking  the  same  approach. 
Woi'king  with  Hitachi  Ltd.,  it  is  prepar- 
ing a  next-generation  machine  for  1995. 
Meanwhile,  the  company  is  testing  new 
features  such  as  the  ability  to  down- 
load new  games  from  the  Sega  Chan- 
nel, a  joint  venture  with  Time  War- 
ner and  Tele-Communications.  Within 


five  years,  says  Sega  Managing  Dire 
tor  Hideki  Sato,  "the  barriers  betwe€ 
game  machines,  cable  converters,  an 
PCs  are  going  to  disappear." 

Nintendo  and  Sega  both  say  the 
don't  want  to  go  too  far  toward  coi 
puters— and  wind  up  with  products  th 
are  too  expensive  or  complex.  The 
are  carefully  watching  what  happei 
at  Matsushita  Electric  Industrial  C( 
which  has  backed  startup  3D0  Co.  ai 
is  selling  a  8D0  "multiplaj'er."  In  adc 
tion  to  running  CD-based  games  wi 
stunning  graphics,  the  multiplayer 
intended  to  double  as  a  cable-TV  co 
troller  and  gateway  to  on-line  service 
But  at  a  steep  $700— and  with  fe 
game  titles— many  analysts  are  ske 
tical  about  its  chances  this  Christm? 
"There  isn't  nearly  enough  software 
launch  it,"  says  Baring's  Osha. 

That's  not  to  say  Nintendo  and  Sei 
aren't  vulnerable.  Both  have  been  hv 
by  the  high  yen  and  price  wars.  Ni 
tendo's  pretax  profits  will  plunge  26 
to  about  $L1  billion— the  first  decline 
10  years.  And  Sega  expects  revenue 
grow  just  6%,  after  a  62%  jump  in  f 
cal  1992.  Share  prices  for  both  comp 
nies  have  tanked.  "The  market  is  sa 
ing  that  the  fast-growth  period 
over,"  says  Yoshihide  Kondo,  senior  a 
alyst  at  Daiwa  Securities  Co.  in  1 
kyo.  Even  so,  competition  is  heatii 
up.  Atari  has  its  new  $200,  64- bit  Js 
uar.  Both  NEC  and  Fujitsu  sell  CD-bas 
game  players,  and  Sony  plans  a  gar 
machine,  too. 

Still,  the  top  game  makers  have  t 
same  edge  in  electronic  entertainme 
as  PC  makers  can  claim  in  informati 
technology.  They're  already  there.  A 
Yoshio  Ikeda,  a  20-year-old  who  han 
around  the  game  centers  near  Shibu 
station.  "Sony  knows  a  lot  about  T 
and  VCRs,"  he  says,  as  Rail  Chase,  t 
game  he's  playing,  flashes  recjuests 
an  additional  coin.  "But  this,"  he  sa; 
"is  the  world  of  Sega.  And  the  hoi 
already  belongs  to  Nintendo." 

Bi/  Neil  Gross  in  Tokyo,  ivith  Rich 
Brandt  in  San  Francisco 
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For  many  femilies, 
we  he^  open  the  most 
inpoitant  door  of  all. 


hisiness,  provides  the  key.  The  program  not 
increases  affordable  lending  for financial 
At  GE Capital,  were 23 diversified 
nesses.  And  right  notv  one  of  them  has 
specific  industry  knotvledge  it  takes  to 
meet  your  next  challenge.  If  you  re 
looking  for  a  strong  financial 
partner,  call  1-800-243-2222. 
We'd  welcome  the  opportunity  to 
open  a  few  doors  for  you. 


GECapital 

Our  Business  Is  Helping  Youn 


Wien  financial  institutions 
xvant  to  open  the  door  to  home- 
oimership  for  lower  income  and 
first  time  buyers,  GEs  Community 
Home  Buyers  Program,  offered 
through  our  Mortgage  Insurance 
only  helps  home  buyers,  but  significantly 


You  want  the  truth?  Here  it  is,  NEC's  new  MultiSpin®  3X  CD-ROM  readers  are  the  best- 


perfornning  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  innproved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader.  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache,  SCSI  2 
interface  and  a  full  16-bit  SCSI  card. 

Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


NEC  MultiSpIn  3Xp  and  3Xe 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO  Or  for  details  via  fax,  call  NEC  FastFacts"  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM  And 
you'll  actually  get  to  have  an  honest  conversation  for  a  change. 


Stearns  admits.  But,  he  says,  "we  are 
thinking  very  hard  about  this  and  can 
move  very  rapidly  when  the  time 
comes." 

A  big  question  mai'k  liovers  over  Ap- 
ple. Sculley  once  championed  an  aggi'es- 
sive  move  into  the  digital  future.  But 
Apple  has  fallen  on  hard  times  this  year, 
a  victim  of  high  prices  and  lBM-comi)at- 
ible  PCs  that  have  evolved  into  machines 
capable  of  doing  many  of  the  same 
things  as  the  Mac. 

Other  PC  companies  may  also  find  the 
passage  into  the  age  of  the  information 
appliance  a  painful  one.  Many  smaller 
players  lack  the  research  and  develo])- 
ment  skills  to  evolve  their  product  lines. 
And  they  may  find  it  difficult  to  get 
shelf  space  in  the  consumer-electronics 
stores  that  are  likely  to  be  key  market- 
ing outlets. 

And  then  there  are  the  companies 
that  aren't  convinced  that  the  PC  will 
even  be  the  information  appliance.  Dell 
Computer  Corp.,  for  example,  gets  20% 
of  its  revenues  from  consumers,  but  CEO 
Michael  Dell  says  he  has  no  plans  to 
build  hybrid  PC/TVs  for  the  home  of  the 
futiu'e.  "Yes,  you  could  make  a  PC  that 
also  controls  the  TV,  but  at  those  prices 
why  would  you  want  to?"  he  says. 
"PET  ROCK  PHENOMENON."  The  informa- 
tion appliance  is  a  concept  that  not 
everybody  gets,  concedes  Jef  Raskin, 
who  coined  the  term  back  in  1978.  And 
even  if  you  get  it,  it's  really  hard  to 
translate  it  into  a  product.  After  helping 
conceive  the  original  Macintosh,  Raskin 
left  Apple  in  1982  to  launch  his  own 
company.  Information  Appliance  Inc.  Its 
most  notable  product  was  the  Canon 
Cat,  a  word  processor  that  used  written 
natural  language  commands  like  "undo." 
The  processor  never  sold  well,  and  the 
company  folded  in  1989.  "What  I've  been 
trying  to  do  for  a  long  time  is  make  de- 
vices that  are  easy  to  use  for  dealing 
with  information,"  says  Raskin,  now  a 
consultant. 

Since  he's  been  burned  once,  Raskin 
is  not  willing  to  bet  the  farm  on  what 
that  device  will  be.  "One  can  never  rule 
out  the  Pet  Rock  phenomenon.  You  nev- 
er know  what  new  thing  will  come  up," 
he  .says.  But  at  least  for  now,  Raskin 
thinks  the  PC  is  the  most  obvious  candi- 
date for  an  information  ap[)liance.  Be- 
yond that,  perhaps  PC  makers  should 
stay  tuned  to  Star  Trek:  The  Next  Gener- 
atian  to  get  an  inkling. 

By  Catherine  Ani.st,  with  Paul  M.  Eng, 
in  Mew  York,  Richard  Brandt  in  San 
Francisco,  Peter  BurrowH  in  Dallas,  and 
bureau  reports 


For  information  on  reprints  of  tfiis  Special  Report,  coll 
Business  Week  Reprints  at  609  426-5494,  or  write 
Business  Week  Reprints,  P  O,  Box  457,  Highlstown,  NJ. 
08520. 


WHAT  APPLE 
LEARNED  FROM  THE  NEWTON 


It's  never  easy  being  a  technology 
pioneer.  Time  and  again,  the  com- 
panies that  are  first  get  burned. 
A  new  gizmo  looks  terrific  in  the  lab 
and  seems  a  sure  winner  at  the  prod- 
uct launch.  But  in  the  market— thud. 

Nobody  knows  this  better  than  Ap- 
ple Computer  Inc.  A  few  years  back, 
John  Sculley,  then  Chairman,  identi- 
fied the  coming  convergence  of  com- 
puters, communications, 
and  mass  media  as  a 
huge  opportunity.  Com- 
panies that  had  the  right 
goods  and  services  for 
the  Information  Super- 
highway and  enhanced 
wireless  systems,  said 
Sculley,  would  be  the 
kingpins  of  high  tech  by 
decade's  end— while  the 
conventional  personal- 
computer  business  would 
devolve  into  a  boring 
commodity  operation. 

Apple's  first  such 
product,  a  personal  digi- 
tal assistant  called  New- 
ton MessagePad,  has 
suffered  more  slings  and 
aiTows  than  perhaps  any 


other  pioneering  computer.  Instead  of 
accolades,  Newton  became  a  running 
joke  on  no  less  visible  a  platform  than 
Gary  Ti'udeau's  Doonesbury  comic 
strip.  The  main  reason:  Its  much- 
vaunted  ability  to  read  handwriting  is 
far  from  foolproof.  And  the  machine 
lacked  the  anytime/anywhere  commu- 
nications promised  by  Sculley. 
TUNED  IN.  But  Sculley's  departure  un- 
der pressure  and  Newton's  reception 
don't  mean  Apple  is  giving  up  on  the 
concept.  In  fact,  Newtons  are  selling. 
Its  communications  are  being  im- 
proved, and  a  new  model  due  out  ear- 
ly next  year  will  have  a  larger  screen. 
Apple  also  is  working  on  other  prod- 
ucts for  the  new  digital  world.  It  has 
come  up  with  a  Mac  TV  that  marries  a 
multimedia  Mac  with  a  TV  receiver. 

Then  there's  software  it's  devising 
for  the  interactive-TV  systems  planned 
by  cable-TV  and  phone  companies. 
Called  EZTV,  the  program  provides  on- 
screen navigation  for  the  myi'iad  pro- 
grams and  services  that  are  promised. 
And  on  the  user-friendly  front,  Apple 
is  improving  its  Caspar  voice-recogni- 
tion technology,  now  standard  on  some 


Macintoshes.  Conceivably,  using  a  Ma 
TV  with  Caspar,  you  could  bark  "Var 
na"  from  the  couch  and  arrive  at  th 
desired  station. 

In  the  meantime,  Sculley's  predi( 
tion  about  the  fun  leaving  the  PC  bus 
ness  seems  to  be  coming  true— at  leas 
for  Apple.  Macintosh  sales  stalled  la 
spring,  when  the  product  line  suddei 
ly  appeared  overpriced  and  technical] 
underwhelming  in  con 
parison  with  IBM-corr 
patible  PCs.  Althoug 
Mac  sales  have  begu 
rising  thanks  to  a 
ries  of  deep  price  cut 
profits  remain 
pressed,  and  the  futui 
of  the  Mac  is  no 
clouded. 

Next  year  will 
critical:  Macs  based  o 
the  hot  new  IBM-Mot 
rola  PowerPC  chip  ai 
due  out.  Their  greatf 
power  could  make  moi 
multimedia  capabiliti 
standard.  But  if  th 
don't  restore  the  Mae 
edge  over  the  IBM 
crowd,  Apple  will  coi 


tinue  to  feel  severe  pressure. 

Given  all  that,  it  wouldn't  be  a  su 
prise  if  Sculley's  successor,  Michael 
Spindler,  deemphasized  such  pioneerii 
efforts  as  Newton.  Spindler  isn't  tal 
ing,  but  Apple's  rivals  already  sense 
drift.  "Two  years  ago,  I  would  ha^ 
named  Apple  as  one  of  our  main  cor 
petitors  in  this  area,  but  now  F 
afraid  not,"  says  Robert  J.  Franke 
berg,  general  manager  of  Hewlet 
Packard  Co.'s  Personal  Informatic 
Products  Group,  which  launched  one 
the  company's  forays  into  inform.atic 
appliances,  the  lOOLX  pocket  PC. 

While  Newton  so  far  has  not  m 
expectations,  it's  not  the  first  time  A 
pie  has  been  down  this  road.  The  Ma 
intosh  itself  was  not  a  hit  when  it  w; 
introduced  in  1984.  Not  until  new  soi 
ware  made  it  a  tool  for  the  emergii 
desktop  publishing  industry  did  t 
Mac  become  a  winner,  finally  esta 
lishing  Apple's  reputation  for  easy- 
use  technology.  Apple  can  only  ho 
that  its  new  digital-age  products  me 
the  same  fate. 

By  Bart  Ziegler  in  Neiv  York,  un 
Kathy  Rebello  in  San  Francisco 
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of  course,  mere  are 
some  tkin^s  more  exciting  tkan 
waiting  for  ^rapkics. 


ndeed,  time  waits  for  no  one.  It  only  seems  that  way  when  yovi're 


waiting  for  your  applications.  Fortunately,  there's  a  simple  solution:  the 


Premmia"  desktops  from  AST  Both  desktops  have  local  bus  graphics  and  an 


integrated  cache.  As  well  as  the  ability  to  display  over  16  million  colors.  (Just  don't 


ask  us  to  name  them.)  In  simpler  terms,  that  means  extremely  clear  graphics  in  an 


extremely  timely  manner.  As  in,  instantiineously. 


It  also  means  faster  text  scrolling  and  screen 


updates  —  even  faster  data  transfers.  (Can 


CP 


remmia 

they  ei'er  he  fiist  enough?")  And  you'll  also  have      Hk'.h-Pkrformanci:  Systfms 


access  to  sophisticated  full-screen,  full-motion  videcx  To  Hnd  out  more,  please  cal 


us  at  8()(J-876-4AST.  You  might  as  well  do  it  now.  While  yc^u  have  the  time. 


/isn  compureR 

The  Product  Of  Our  Obsfssiori. 


CP  ■ 

lilGH  PERFORMANCE 
SYSTEMS 


PREMMIA 

An  availahle  range  of  Intel  microprocessors, 

from  486SX/33  to  486DX2/66 
HUB  internal  cache.  Up  to  512KB  second-level 
cai.he  available  Five  EISA  slots. 
Intel  OverDrive'  Ready  Midsize  chassis. 
Starting  at  S/,525.* 


PREMMIA  LX 

Optimized  Intel  Pentium^  microprocessor 
design.  16KB  internal.  256KB  second-level 
cache  standard  Two  available  PCI  local  bus 
expansion  slots  Low-profile  chassis. 
Starting  at  S3J25' 


GRAPHICS 

Integrated  high  end  local  bus  graphu  s  - 
PQI  on  Premmia  LX  I  MB  video  memory 
expandable  to  2MB.  AST  LocalMotion' 
full-screen,  full-motion  video  drivers. 


RELIABLE 

Three-year  warranty,  with  first-year 
on  site  coverage  for  hard-drive  models' 
Technical  assistame  24  hours 
a  day.  seven  days  a  week 


Call  for  more  infir  million  and 
the  nearest  reseller 

800-876-4AST 


For  a  hriKluire  I'ut  fax,  lull 

800-926-lAST 

Request  doiumeni  ^^2402  fPremmh4), 
#524fH  (rremmia  LXl 


\ST  Research.  !nt  The  Intel  Inside  logo  is  a  registered  trademark  and  Pentium  and  OverDrive  are  trademarks  of 
will  vary  **Remuining  two  years  are  tarry-in  coverage.  Three  year  lurry-in  wurraniy  for  mm  hard-drive  models 
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MUTUAL  FUNDS  I 


WHAT'S  BEHIND  FIDELITY'S 
RIVETING  RESULTS 


Sheer  size,  exhaustive  research,  and  shrewd  picks  have  sparked  its  mutual-fund  winning  streak 


I 


f  a  mutual-fund  company  runs 
enough  funds,  the  law  of  averages 
pretty  much  dictates  that  at  any  one 
time,  a  few  of  them  will  be  delivering 
knock-'em-dead  results,  while  others  will 
scrape  bottom.  That  way,  the  company 
always  has  some  hot  funds  to  promote. 
Over  the  years,  no  one  has  worked  this 
strate.gy  as  well  as  Fidelity  Investments, 
with  $247  billion  in  assets  and  210  funds, 
the  nation's  largest  fund  manager. 

But  this  year.  Fidelity's  equity  funds 
are  making  mincemeat  of  the  law  of  av- 
erages. Fidelity's  growth-fund  group, 
the  mainstream  equity  funds  that  in- 
clude the  $30.6  billion  flagship  Magel- 
lan Fund,  is  on  a  remarkable  hot  sti-eak. 
These  21  funds  account  for  60%  of  the 
total  equity  assets  at  Fidelity.  All  but 
one  of  them  is  beating  both  the 
Standard  &  Poor's  500-stock  in- 
dex and  growth-fund  average 
(table).  The  21  have  an  aver- 
age total  return  (appreciation 
plus  reinvestment  of  dividends 
and  capital  gains)  of  an  eye- 
popping  17.7%  for  the  year 
through  Nov.  8. 

And  it's  not  only  the  equity 
fund  group  that's  shining.  All 
but  one  of  the  conservative 
growth-and-income  funds— which 
include  the  multibillion-dollar 
Puritan,  Growth  &  Income,  Eci- 
uity-Income,  and  Balanced 
funds— are  up  at  least  1.5%  as 
well.  Says  .John  Rekenthaler, 
editor  of  Morningstar  Mutual 
Funds,  a  pul)lication  that  tracks 
mutual-fund  performance:  "Any 
way  you  cut  the  numbers.  Fi- 
delity is  doing  spectacularly." 

Perhaps  the  most  spectacu- 
lar performer  is  the  Magellan 
Fund,  the  lai'gest  equity  fund  in 
the  business,  which  is  outpacing 
the  S&P  .500  by  nearly  16  per- 
centage points.  The  last  time 
Magellan  ran  that  far  ahead  of 
the  market  was  in  1983,  when 
former  portfolio  manager  Peter 
Lynch  had  a  mere  $1.6  billion 
to  run.  Jeffrey  Vinik,  who  took 


over  the  fund  in  mid- 1992  from  Lynch's 
successor,  Morris  J.  Smith,  built  this 
year's  23.5%  total  return  from  heavy 
weightings  in  technology,  natural  gas, 
cyclical,  and  foreign  stocks.  Now  his  ma- 
jor holdings  are  Motorola,  Texas  Instru- 
ments, and  Intel  in  technology,  Burling- 
ton Resources  in  natural  gas,  and  L.  M. 
Ericsson,  the  Swedish  telecommunica- 
tions-eciuipment  manufacturer.  More  than 
a  third  of  the  fimd  is  committed  to  tech- 
nology and  energy  stocks— which  could 
deflate  his  results  if  the  recent  pullback 
in  technology  turns  into  a  rout.  Says  Vi- 
nik: "I  might  change  my  mind  tomor- 
row, but  I  see  these  as  being  great  areas 
for  strong  growth  in  the  1990s." 

This  year's  numbers  are  especially 
sweet  for  Vinik,  who  trailed  the  market 


in  his  early  months  on  the  job.  It  1 
also  earned  him  kudos  from  compi 
tors.  Vinik,  jokes  James  P.  Craig,  [xu  h 
lio  manager  of  the  rival  $9  billion  .lai 
Fund,  "irritates  the  hell  out  me." 
adds:  "Few  people  understand  just  li 
good  a  job  he's  really  done." 
STREET  CLOUT.  Vinik,  who  has  a  contrai'n 
streak  about  him,  built  his  perfoniiai 
with  some  bold  and  controversial  mo\  ■ 
In  1992,  he  bailed  out  of  consumer  si  i  ^ 
well  before  the  crowd  soured  on  tin 
Eai'ly  this  year,  he,  like  many  U.  S.  im 
tors,  turned  to  foreign  stocks  to  }»> 
pert'omiance,  and,  at  the  peak,  had  :2(  i 
the  fimd  overseas.  But  now,  as  the  crn 
continues  to  rush  abroad,  Vinik  i 
slashed  his  foreign  exposure  in  hall. 
Many  other  big  winners  in  the  Fide^, 


FIDELITY'S  GROWTH  FUNDS 
ARE  ON  A  ROLL 


Fidelity  fund 


CAPITAL  APPRECIATION 
MAGELLAN 
BLUE  CHIP  GROWTH 


DESTIHY  11 


Total  return* 

%  year  Ik  dote.. 


27.3 
23.5 
22.1 


Net  assets 

S  Millions 


1,3 
30,6 
1,0 


COHTRAFUND 
VALUE 

ADVISOR  STRATEGIC  OPPORTUNITY  IHITIAL 


ADVISOR  STRATEGIC  OPPORTUHITY 
ADVISOR  GROWTH  OPPORTUNITIES 


TREND                                               -  1 

7.9  , 

1, 

400 

RETIREMENT  GROWTH  1 

7.5 

2, 

700 

LOW-PRICED  STOCK  1 

5.0 

2, 

000 

GROWTH  COMPAHY 

13.2 

2,500 

ADVISOR  IHSTIT.  EQUITY  GROWTH 

12.9 

286 

ADVISOR  EQUITY  GROWTH 

12.2  : 

355 

DISCIPLINED  EQUITY 

12.0 

778 

STOCK  SELECTOR 

11.2 

577 

OTC 

6.1 

1,300 

S&P  500 

7.9 

AVERAGE  GROWTH  FUHD 

9.0 

'Appreciation  plus  reinvestment  of  dividends  and  copitol  gains,  Jon:  1 , 1 993,  through  Nov.  8, 1 9.93 

DATA:  MOBNINGSTAR  INC. 
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Fir  N 


rHETOP  FUNDS' 
rOP  STOCKS 

Tie  five  largest  holdings  of 
;ie  five  F"idelity  growth 
inds  that  have  the  best 
ear-to-date  total  returns:* 


CAPITAL  APPRECIATION 


►  Salra  Republic  Holdings 

►  Brierley  Investments 

►  Lonrho 

►  ConAgra 

►  Gulf  States  Utilities 

S  OF  SEPT  30,1993 


MAGELLAN 


^  Motorola 

^  Texas  Instruments 

►  L.M.  Ericsson 

►  Burlington  Resources 

►  Intel 


BLUE  CHIP  GROWTH 


►  Lowe's 

►  L.M.  Ericsson 

►  Texas  Instruments 

►  Intel 

►  Mirage  Resorts 

DATA:  FIDELITY  INVESTMENTS 


DESTINY 


►  Fannie  Mae 
^  Compaq 

►  Citicorp 

►  Chrysler 

►  HCA-Hospital  Corp 


NEW  MILLENNIUM: 


►  Herman  Miller 

►  Teradyne 

►  Promus 

►  Trinity  Industries 

►  Diebold 


wth  group  made  their  money  from 
mology,  energy,  and  foreign  stocks,  hut 
f  didn't  mimic  Magellan's  moves.  The 
1  billion  Capital  Appreciation  Fund, 
ch  lieat  Magellan  by  3.7  percentage 
its,  has  neai'ly  half  its  portfolio  abroad, 
three  of  the  five  lai'gest  holdings  ai'e 
■U.  S.  stocks  (table).  The  Destiny  I  and 
tiny  II  funds,  rmx  by  George  Vander- 
len,  have  about  22%  of  their  assets  in 
ncial  stocks  such  as  Fannie  Mae  and 
»rp— onetime  favorites  of  Peter  Lynch. 
New  Millennium  Fund,  up  2L6%,  had 
of  its  assets  in  technology  early  in 
year  but  has  cut  that  back  to  18%. 
lager  Neal  Miller's  top  stocks  now  in- 
e  office-furniture  manufacturer  Her- 
1  Miller  and  casino  operator  Pi'omus. 


What  all  these  funds  have  in  common 
is  a  formidable  edge  that  comes  both 
ft-om  Fidelity's  size  and  its  unitiue  corpo- 
rate culture,  which  encourages  coopera- 
tion yet  allows  fund  managers  to  be 
"stars"  as  well.  "We  thiiok  we  have  an  in- 
formation edge,"  says  William  Hayes, 
director  of  Fidelity's  equity  funds.  That's 
because  Fidelity,  as  the  largest  fund 
company  and  one  of  the  largest  institu- 
tional investors,  has  access  to  top  man- 
agement at  nearly  every  public  company. 
Fidelity's  clout  on  Wall  Street  also  as- 
sures that  its  fund  managers  get  first 
crack  at  hot  initial  public  offerings  and 
are  among  the  first  to  get  calls  when  in- 
fluential analysts  change  their  recom- 
mendations. Then  there's  the  army  of 


308  managers  and.  ana- 
lysts—naturally, the  largest 
in  the  business. 

In  the  unusual  system  es- 
tablished by  Lynch  and  Fi- 
delity Chairman  Edward  C. 
.Johnson  III,  Fidelity  recruits 
smart,  aggi'essive  college 
graduates  who  don't  usually 
know  much  about  stocks. 
Katherine  Collins,  for  exam- 
ple, joined  three  years  ago 
straight  from  Wellesley  Col- 
lege, where  she  majored  in 
Japanese  studies.  "I  didn't 
know  any  accounting  when 
I  got  here,  but  they  get  you 
up  and  mnning  pretty  quick- 
ly," she  says.  After  working  for  two  years 
with  two  experienced  managers,  Collins 
was  put  in  charge  of  the  Select  Constinc- 
tion  &  Housing  Portfolio,  one  of  Fidelity's 
sector  funds.  These  funds,  because  they 
invest  in  one  industry  or  market  sector, 
can  he  volatfle,  but  aspiring  managers  view 
them  as  excellent  training  grounds.  Suc- 
cessful sector-fund  managers  move  on  to 
manage  larger,  diversified  funds.  Michael 
Gordon,  who  nms  Blue  Chip  Growth,  cut 
his  teeth  on  the  Select  Biotechnology  Port- 
folio in  the  eai"ly  1990s,  when  that  fimd— 
and  the  entire  industry— was  red-hot. 
UP-AND-COMERS.  Instead  of  pitting  ag- 
gressive young  portfolio  managers 
against  one  another,  Fidelity  executives 
encourage  them  to  work  as  a  team.  An- 
nual bonuses  depend  on  how  well  their 
fund  performs  against  non-Fidelity  com- 
petitors, how  successfully  they  convince 
other  Fidelity  managers  to  invest  in  their 
stock  picks,  and  the  relative  pei-formance 
of  similar  Fidelity  funds  as  a  gi'oup.  Fi- 
delity managers  often  switch  funds  eve- 
ry few  years,  and  with  new  funds  open- 
ing up  regularly,  there's  plenty  of 
opportunity  for  up-and-comers  to  show 
their  stuff.  "Cooperation  is  key,"  says 
Vanderheiden,  who  succeeded  Lynch  as 
"gi'oup  leader"  of  Fidelity's  growth  funds. 

Still,  the  Fidelity  system  has  been  in 
place  for  years,  and  the  growth  funds 
haven't  had  this  sort  of  success.  So  what 
gives?  Vanderheiden  suspects  the  behav- 
ior of  the  stock  market  this  year  played 
right  to  the  gi-oup's  strengths.  What  de- 
fines the  best  performers  in  1993's  mar- 
ket is  positive  earnings  surprises.  Since 
Fidelity's  huge  research  staff  covers 
nearly  every  public  company,  it  has  been 
able  to  uncover  even  the  most  obscure 
companies  where  earnings  are  improving 
well  before  the  Street  does. 

As  well  as  Fidelity  has  done  this  year, 
portfolio  managers  have  been  trying  to 
lower  investor  expectations.  "I'd  stake 
my  career  on  the  fact  that  this  will  not 
be  repeated,"  says  Vinik.  Nonetheless, 
hordes  of  investors  are  betting  that 
Vinik  is  dead  wrong. 

By  Geoffrey  Smith  in  Boston 
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MARKETS  AND  INVESTMENTS  I 


WILL  WALL  STREET  SURRENDER 
ITS  'PIECES  OF  EIGHT'? 


Sure,  share  trading  in  12.5(1:  increments  is  antiquated — ^but  so  lucrative 


It's  about  as  fundamental  to  Wall 
Street  as  the  faux  Greek  pillars 
fronting  the  New  York  Stock  Ex- 
change. For  two  centuries,  U.  S.  stock 
markets  have  traded  shares  in  incre- 
ments of  an  eighth  of  a  dollar:  12.5<F. 
The  "fi-actional  pricing"  system  has  re- 
mained intact  even  as  global  markets 
have  moved  to  trading  securities  at 
whatever  price  they  command— no  mat- 
ter how  tiny  the  increment.  Critics  say 
Wall  Street  firms  like  the  system  be- 
cause it  artificially  inflates  spreads  be- 
tween bid  and  ask  prices— thus  boost- 
ing the  Street's  profits.  ^ 
But  fractional  pricing  may  final-  ,  *  ' 
ly  be  on  the  way  out. 
Slowly,  pressure  is  build- 
ing in  Washington  to  con- 
vert share  pricing  to  a 
"decimal"  system  that  uses 
dollars  and  cents.  By  nar- 
rowing spreads,  the  move 
could  save  investors  mil- 
lions of  dollars  a  year. 
"The  current  system  re- 
flects inefficiencies  that  are 
costing  investors  a  whole 
lot  of  money,"  says  Harold 
S.  Bradley,  head  trader  for 
Twentieth  Century  fund 
group  in  Kansas  City,  Mo. 

Some  government  offi- 
cials apparently  agree.  At 
a  hearing  last  spring.  Rep- 
resentative Edward  J. 
Markey  (D-Mass.),  chair- 
man of  the  House  subcom- 
mittee on  telecommuni-  ^ 
cations  and  finance,  said  \ 
he  would  consider  re-  £ 
quiring  decimal  pricing  in  possible  legis- 
lation next  year.  In  October,  the  Secur- 
ities &  Exchange  Commission  sought 
comments  on  it.  And  the  agency's  big 
Market  2000  study,  due  in  early  1994,  is 
expected  to  deal  with  the  issue.  "I  think 
it  is  inevitable  in  the  long  run,"  says 
SEC  Commissioner  Richard  Y.  Roberts. 
In  the  short  run,  however,  securities 
firms  are  expected  to  challenge  any  re- 
forms as  hard  as  they  fought  moves  to 
end  fixed  brokerage  commissions  in  the 
1970s.  Indeed,  fractional  pricing  is  a  ves- 
tige of  the  fixed-commission  concept. 
"Decimal  pricing  would  affect  [Wall 


Street's]  profitability.  Spreads  would 
close,"  says  John  L.  Watson  III,  presi- 
dent of  the  Security  Traders  Assn. 

Legend  traces  the  practice  to  the  an- 
cient Spanish  custom  of  cutting  the  pese- 
ta into  "pieces  of  eight."  Whatever  its 
origins,  there's  no  disputing  that  bro- 
kers and  dealers  are  huge  beneficiaries 
of  the  current  system.  A  dealer  who 
"makes  a  market"  in  General  Motors 


1 


THE  DEBATE  OVER 
DECIMAL  STOCK  PRICING 


PROS 

•  Spreads  would  narrow,  cut- 
ting trading  costs  for  investors 

•  Market  makers  would  see  a  pick- 
up in  trading  volume  and  profits 

•  Market  liquidity  would  improve 
by  making  it  cheaper  to  get  in 
and  out  of  positions 

•  U.S.  markets  would  be  brought 
in  line  with  other  global  markets 

•  Questionable  practice  of  paying 
for  order  flow  would  be  eliminated 


CONS 

•  Changing  existing  system  could 
be  prohibitively  expensive 

•  Narrower  spreads  would  cut  prof- 
its of  market  makers  and  specialists 

•  Narrower  spreads  would  reduce 
market-maker  support  of  thinly 
traded  stocks 

•  Bids  would  get  squeezed  out  by 
any  higher  bid  of  as  little  as  1  C 

•  Healthy  competition  in  order-flow 
payments  would  not  be  significant- 
ly affected 

_  •  DATA;  BUSINESS  WEfK 


Corp.,  or  offers  to  buy  and  sell  the 
stock,  might  buy  at,  say,  $48  a  share 
and  sell  at  $48,125.  Under  a  decimal  sys- 
tem, trades  could  take  place  between 
those  prices,  say,  $48.07,  slicing  pennies 
per  share  off  the  dealer's  gross  profits. 
Proponents  of  the  decimal  system  be- 
lieve that  while  firms'  margins  may  suf- 
fer, they  could  offset  that  with  increased 
volume. 

Just  how  much  money  the  change 
would  save  investors,  who  trade  100  bil- 
lion shares  a  year,  is  the  subject  of  some 
debate.  Financial  consultant  Jeffrey  P. 


Ricker  figures  that  when  an  invest 
trades  a  Standard  &  Poor's  500  l)as  ;t 
of  stocks,  the  broker's  commission  avr- 
ages  2<F  or  3<F  a  share.  But  the  spr(id 
adds  an  additional  dime  a  share,  he  eji- 
mates.  A  study  by  Wayne  Wagner,  p;t- 
ner  at  Los  Angeles  researcher  Pic; 
Group,  put  the  spread  costs  for  insti 
tional  investors  at  7<t  a  share.  If  dern 
trading  shaves  off  only  a  penny, 
tors  would  save  $1  billion  a  year,  s: 
Junius  W.  Peake,  a  finance  profess(ji  , 
the  University  of  Northern  Colorado 
SPREAD  SHRINK.  Decimal  trading  (  <> 
also  abolish  a  practice  abhorred  by  m. 
regulators— payments  by  nonexch  u 
dealers  to  brokers  to  get  them  to  c 
cute  orders  away  from  exchange  iU" 
The  SEC  is  womed  that  brokers  sc<  i. 
the  payments,  usually  a  penny  or  iw 
share,  will  ignore  their  duty  to  gn 
best  price  for  customers.  The  SEC  : 
ed  comments  on  decimal  pricing  :r 
of  its  study  of  order-flow  payi; 
which  are  linked  to  15%  of  all  ti  ;. 
Some  SEC  officials  think  a  decim.:i 
tern  would  shrink  spreads  so  mud 
dealers  couldn't  pay  for  orders  an<i 
make  a  profit. 

While  ackno\'. 
"V    ing  .some  beii;  i 
Wall  Street  s.  ■ 
w  huge  downsi(!' 
^  dustry  execs 
^     market  makeis  : 
exchange  specialists  im 
abandon  infrequentl>  .  i 
ed  stocks,  reducing  lii|i 
ity.  And  fierce  rival i  \ 
the  pricing  of  stocks  ( < ; 
squeeze  out  smaller  liiv 
that   need    a    mini  in; 
12.5<F  spread  to  sui  \ n 
What's  more,  a  chain 
over,  which  would  invi 
converting  complex  c* 
puter  systems,  would  v 
expensive  and  timi  ' 
suming.  In  testimonv  i 
fore  the  Markey  sulu  ; 
mittee.  New  York  Si 
Exchange  Chairman  William  H.  Dmi 
son  argued  that  "to  change  somcll  : 
just  to  change  it  is  probably  wastdi 
So,  despite  growing  interest  in  \\ 
ington,  a  quick  change  isn't  likely,  i 
ket  2000  will  probably  recommend 
that  Wall  Street  take  a  hard  1(m;I 
decimal  pricing.  Says  Commissio; 
Mary  L.  Schapiro:  "I  can't  imagine  \' 
force  it  on  the  industry."  Thus,  the  il' 
ing  force  for  change  will  likely  be  I.  ' 
investors,  who  stand  to  reap  a  wiinl 
If  they  start  wielding  their  clout , 
Street  may  have  no  choice  but  to  I'li 
its  ancient  pricing  system  into  the 
century. 

By  Michael  Schroeder  in  Wash  in' 


116  BUSINESSWEEK/NOVEMBER  22,  1993 


The  7  PM  business  meeting. 
Because  work  doesn't  stop  on  the  road. 


000  e''*^ 


The  ABa' Corporate  Calling  Card.  Customized  for  your  business. 


60 


;16  000 


These  days,  your  office 
could  be  just  about  any- 
where. The  phone  l^ooth 
across  town.  Seat  #12A  on  Flight  101. 
The  corner  table  at  the  diner. 
At  AT&T,  we  have  a  way  to  lielp  you  work  from  the  road 
'en  more  efficiently  It's  the  ALHT  Corporate  Calling  Card. 

Because  we  understand  your  out-of-the-office  comniLini- 
itions  needs  are  as  individual  as  you  are,  the  Corporate 
liling  Card  offers  both  customization  and  flexibility.  We  ll 
i\p  you  put  together  a  plan  that  fits  smoothly  into  your  way  of 
)ing  business. 

For  example,  if  .saving  time  is  important,  you  may  choo.se 
e  Sequence  Dialing  feature  f(  )r  yc  )ur  plan.  N<  )w,  you'll  dial  yc  )ur 
:  Jling  card  number  just  once  when  making  multiple  calls.  And 
iith  Speed  Dialing,  you'll  program  the  numbers  you  dial  most 
equently,  to  reach  clients  faster.  Your  carel  even  conies  with  a 


magnetic  stripe  for  those  phcjnes  equipped  tf)  accept  them 
-tor  ta.st,  direct  acce.ss  and  more  .security,  too. 

No  matter  which  features  you  choose,  you'll  have  the 
benefit  of  easy  access  from  public  phones,  and  from  170 
different  countries  and  k)cations.  You'll  also  have  the  ATc\:T 
Fraud  Protection  Guarantee*  which  comes  with  every  AT6fl' 
Corporate  Calling  Card.  That  means  you'll  never  have  to 
pay  for  fraudulent  calling  card  calls  made  by  pef)ple  you 
don't  know. 

With  the  ATlST  Corporate  Calling  Card,  we  offer  a  variety 
of  competitive  savings  plans  with  discounts  as  high  as  40'M)** 
Plus,  a  team  of  representatives,  devoted  exclusively  to  Calling 
Card  customers,  are  always  ready  to  help  you.  The  AT&T 
Corporate  Calling  Card  is  the  flexible,  cost-effective  way  to 
stay  productive  no  matter  where  the  day  takes  you. 

To  find  out  how  cu.stomized  a  Corporate  Calling  Card  can 
be,  call  1  800  257-5809,  ext.  701. 


Jiarantec  applies  only  to  slanclard  AT&T  Corporate  Calling  Card,  and  excludes  other 
'  vice  and  hillinH  options  such  as  VTNS.  SDN  and  bulk  issuance  I'xcludes  fraudulent 
'  !ge  by  associated  persons  anil  liabilily  based  i  in  know  ledge  ot  fr.iuduleni  conduct 
!  her  terms  ami  tonilitions  apply 

'  icounts  apply  to  your  interstate  and  international  calling  card  usage, 
ii^her  conditions  .tpi^ily 


AIXT.  The  Best  in  the  Business: 

A  AT&T 
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CORPORATE  FINANCE  I 


IT  IDOKS  LIKE  A  STOCK 
BUT  DEDUCTS  LIKE  A  BOND 


A  new  preferred  is  cheaper  to  issue  and  doesn't  hurt  credit.  Too  good  to  be  true?  Only  the  IRS  kno\^ 


Two  hii>;  U.  S.  energy  producers 
think  they  may  have  struck  a  tax- 
saving  gusher  of  sorts  in  the  Turks 
and  Caicos  Islands— yes,  the  Turks  and 
Caicos  Islands.  But  some  Wall  Street- 
ers  believe  the  Internal  Revenue  Service 
might  eventually  cap  their  tropical  tax 
loophole. 

For  years,  this  spine-shaped  island 
cluster  90  miles  due  north  of  Haiti  was 
best  known  for  its  Club  Med  and  scuba 
diving.  Lately,  however,  the  islands  have 
gained  prominence  on  Wall 
Street  as  the  wellspring  of  two 
preferred  stock  offerings  that  ap- 
pear to  give  the  issuers,  Texaco 
Inc.  and  Enron  Corp.,  the  best  of 
two  worlds.  Normally,  companies 
can  deduct  the  interest  costs  of 
bond  offerings  but  not  the  divi- 
dends paid  on  stock.  Called  mips 
(monthly  income  preferred 
shares),  the  new  $25-a-share  of- 
ferings—priced on  Oct.  27  by 
Texaco  and  on  Nov.  4  by  En- 
ron—appear*  to  enable  the  issuers 
to  deduct  the  "dividends"  on  the 
preferred  shar-es  as  if  they  were 
interest.  Rating  agencies  are 
treating  the  shares  much  like  eq- 
uity. A  comparable  debt  sale 
might  endanger  the  issuers'  cred- 
it standing. 
LONG  ARM.  Although  similar  transac- 
tions have  been  done  for  European  com- 
panies and  financial  institutions,  Texaco's 
$600  million  MIPS  and  Enron's  $200  mil- 
lion issue  represent  the  first  such  offer- 
ings l)y  U.  S.  corporations,  according  to 
Goldman,  Sachs  &  Co.  Vice-President 
Christopher  Hogg.  Although  Goldman, 
which  sells  mostly  to  institutions  and 
rich  individuals,  led  the  deals,  they  tar- 
get mainly  retail  investors. 

Sound  too  good  to  be  true?  Maybe  it 
is.  A  few  Wall  Streeters  privately  won- 
der whether  Turks  and  Caicos  are  far 
enough  away  to  enable  the  deals  to  es- 
cape the  l(mg  arm  of  the  IRS.  Asked  for 
comment,  the  IRS  maintained  its  usual  si- 
lence on  specific  tax  situations.  An  iRS 
spokesman  says  the  agency  has  not  pro- 
vided "general  guidance"  on  tax  treat- 
ment of  such  offerings.  But  a  Big  Six  ac- 
counting firm  tax  partner  says  that  the 
IRS,  under  pressure  to  produce  revenue, 


has  lately  been  "very  aggressive"  in 
scrutinizing  large  offshore  tax-driven 
transactions. 

At  the  moment,  a  number  of  other 
companies  are  "waiting  in  the  wings," 
as  a  Goldman  source  put  it,  to  get  their 
issues  to  market.  Barring  an  unfavor- 
able IRS  ruling,  investment  bankers  fig- 
ure that  some  $10  billion  worth  of  the 
new  instrument  could  hit  the  market 
over  the  next  12  months. 

These  transactions  take  advantage  of 


A  PREFERRED-STOCK  BONANZA? 

why  companies  are  rushing  to  set  up  Turks  and  Caicos 
Islands  subsidiaries  to  issue  a  new  kind  of  security  that 
resembles  a  stock  but  has  the  advantages  of  a  bond: 

*|<Compan!es  con  deduci  its  '  oividends"  from 
their  taxes 

'I*  Ratings  agencies  regard  it  as  close  to  equity 

♦  it  doesn't  hurt  the  balance  sheet 

There's  only 
one  question: 


Withe  !RS 
■  allow  tf? 


DATA:  BUSINESS  WEEK 


a  recently  enacted  provision  in  the  cor- 
porate statutes  in  Turks  and  Caicos.  Ac- 
cording" to  the  Goldman  source,  the 
move  was  engineered  by  Sullivan  & 
Cromwell,  Goldman's  outside  law  firm, 
which  also  issued  a  tax  opinion  support- 
ing the  transaction. 

Under  the  Turks  and  Caicos  law,  Tex- 
aco and  Enron  established  subsidiaries 
that  sold  preferred  shares  to  investors 
and  lent  the  proceeds  to  the  parent  com- 
panies. In  the  Texaco  transaction,  the 
terms  of  the  loan  were  50  years  (re- 
newable for  an  additional  50  years)  at 
the  same  rate  of  interest  paid  to 


Wall  Street  sources  see  some 
$10  billion  worth  hitting  the 
market  over  the  next  year 


preferred  shareholders.  Since  'i 
"boiTowed"  the  money  from  Texacc  < 
ital  LLC,  its  offshore  subsidiary,  i1 
tends  to  deduct  the  interest  expci 
just  as  it  would  on  an  ordinary 
loan.  By  organizing  these  subsidi.ir 
as  partnerships,  the  parents  avoi; !  1 
withholding  taxes  on  the  interest  \y. 
ments.  Assuming  that  Texaco's  _ 
first-half-'93  effective  tax  rate  r( 
constant  for  the  life  of  the  loan  i 
company's  aftertax  interest  cost  wo 
be  only  about  5.1%. 
"ALCHEMY."  Thanks  to  thv  \i 
maturity,  coupon-susp<'ii 
rights,  and  other  featui'es,  i 
agencies  regard  the  exotic  n 
offerings  as  having  "equity  i  h 
acteristics"  that  therefore  pi 
no  threat  to  the  issuers'  rahn 
Accordingly,  Standard  &  I'm 
Corp.  and  Moody's  Invc-  i^ 
Service  reaffirmed  theii'  i  . 
ing  single-A  ratings  on  T 
senior  and  preferred  del^ 
their  triple-B  ratings  on  Ei  k 
senior  and  preferred. 

Regarding    the    tax  pi 
Moody's  Senior  Vice-Presiil 
Harold  Goldberg  quips:  "IT 
form  of  alchemy— one  ol 
world's  oldest  professions,'  ;i 
ing:  "If  it's  tax-effective,  i' 
attractive  way  of  building  capital.' 
Managing  Director  Solomon  B.  Siii  i 
says:  "Our  pi-esumption  is  that  [the'  ■  li  i 
are]  going  to  work,"  adding  thai 
underwriters  feel  they  "will  mt-.  i 
criteria  of  the  IRS." 

Texaco  and  Enron  seem  quite  pl<  ;i 
with  their  apparent  coup.  Enron 
tive  'Vice-President  Edmund  P.  S(  j 
says  that  because  the  Houston  I.  ; 
company  expects  its  earnings  to 
faster  than  the  8%  coupon  on  tht 
the  deal  is  a  winner  regardless  m 
tax  benefits.  A  Texaco  financial  nlh 
says  the  company  wanted  to  se 
ferred  stock,  and  "when  this  strucfe 
was  introduced  to  us,  it  looked  l:i 
something  we  should  analyze."  As  h 
the  IRS,  he  says:  "Suffice  it  to  say,  w 
comfortable  with  the  structui'e  and  <  1 
consider  it  aggressive  at  all."  The  i  te 
nuers  may  look  at  it  differently. 

By  Phillip  L.  Zweig  in  New  Yi 
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FItN 


Over  m  Mlon 
Of  Software 
And  Services 
At  Your  Fingertips 
FbrAsLitfleAs 


Advantis  delivers  the  latest 
and  most  efficient 
nnettiod  of 
stiopping  for 
software 
information 
and  support. 
Now,  with 
Software  Mair 
you  can  have 
immediate,  host-attached,  leased  and 
dial  line  access  to  a  variety  of  software 
vendors  for  up-to-the-minute  information 
24  hours  a  day  without  leaving  your  desk. 
For  a  nominal  $25  monthly  fee,  you  can 
get  unlimited  access  to  these  vendors' 
program  and  service  descriptions,  technical 
data  and  program  fixes,  share  information 
with  other  users  and  access  beta  software. 


$ 


25.00 


'  Enter 


product,  service  and 
sales  information.  Plus, 
through  your  PCs, 
workstations, 
mid  range 
and  main- 
frame systems, 
you  can  communi- 
cate with  other  mall 
users  through 
simple  pop-up  windows.  And  you  can  join 
our  other  satisfied  customers  with  a 
60  day  free  connection  to  the  service 
through  IBMLink.'' Simply  call 
1-800-284-5849  or  send  an  electronic 
message  to  USIBIZMHatlBMMAIL" 


Sollware  Mall,  IBMLink  and  IBMMail  are  Irademarks  ol  Inlernalional 
Business  Machines  Coiporalion  IBMLink  is  a  seivice  available  tram  IBM 
IBM  IS  a  registered  trademark  ul  Inlernalional  Business  Mactiines 
Corporation  Advanlis  is  a  trademark  ot  Advanlis  $25  lee  per  monlP. 
per  user  ID 

60  day  tree  access  otter  limited  to  new  subscnijeis  Normal  subscription  cost 
ol  $25/mo  automatically  ettective  alter  the  60  day  liial  period  Otter  covers 
access  only  some  transactions  may  require  additional  charges  Leased  line 
charges  are  extra  Olter  expires  January  31 , 1994 
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MARKETS  I 


SEOUL 
SURGING 


Korean  stocks  are  soaring, 
so  foreign  investors  rush  in 


(•  l: 
nit 


At  closing  time  on  Nov.  !• 
Seoul's  stock  market,  Son.u  1- 
Hee  left  her  broker's  olliV( 
the  financial  district,  Yoido,  with  a  ; 
grin  on  her  face.  "The  market  seeni  i 
be  on  the  right  track,"  says  Song. 
housewife  who  has  just  returned  u> 
market  to  try  to  recoup  the  $2iin 
she  lost  from  1989  to  1992.  Song  li; 
lot  to  smile  about:  South  Korea',^ 
posite  stock  index  is  hovering 
780.20,  its  high  for  the  last  three 
The  turnaround  is  remarkable, 
of  the  gain  has  occurred  since  Aiu' 
1992,  when  investors  were  at  il' 
gloomiest.  Korea's  export-led  eccm 
was  slowing,  while  government  ami  1 
ness  leaders  were  preoccupied  \vi:l 
upcoming  presidential  election,  lli' 
regulation  still  limited  Korean  cnii 
nies"  ability  to  raise  money,  dampi  i  !; 
investors'  mood  even  further. 

But  now,  says  Kim  Young-Jun, 
alyst  at  Dongsuh  Securities  Co.,  "w 
probably  seen  [the  light  at]  the  > 
the  tunnel."  The  new  governnn  i 
Kim  Young-Sam  has  paused  in  its  li 
against  bureaucratic  corruption  td 
tute  long-delaj'ed  reforms  of  the 
my.  In  early  November,  Kim  liften 
ly  all  restrictions  on  technology  ini|"t 
investments  abroad,  and  overseas 
of  securities  by  Korean  corpor  a 
The  government  has  also  deregn, 
interest  rates,  letting  the  market  <\f 
the  cost  of  money. 
COMING  UP  ROSES.  Now,  the  bettin 
that  Korea's  conglomerates,  the  '  /"/ 
will  cjuickly  raise  low-cost  funds  m 
seas  to  pump  capital  into  autos,  scm 
ductors,  and  machinery.  President  i 
is  hoping  that  a  surge  in  invest  in  r 
by  the  chaebol  will  lift  economic  gi  i 
above  6%  in  1994— up  from  4%  or 
pected  for  1993.  As  the  market 
pates  this  gi'owth,  share  prices  of  Im 
porters  .such  as  Samsung  ElectromV 
and  Hyundai  Motor  Co.  have  elm 
steadily.  Not  even  recent  specuhn 
altout  an  invasion  from  North  Kf)ri';ii; 
stemmed  the  optimism. 

Koreans  aren't  the  only  ones  fcin 
happy.  Foreign  investors,  led  by  i  ' 
companies,  have  embraced  Korean  lu; 
ties  as  part  of  their  overall  infatudoi 


th  Asian  slocks.  Morgan  Stanley  & 
I.  in  particular  has  been  preaching  to 
nerican  institutional  investors  that 
jir  future  lies  in  Asia.  The  firm's  pro- 
uncements  helped  push  the  Hong 
mg,  Indonesian,  Malaysian,  and  Thai 
irkets  to  new  heights  in  October. 
Now,  the  perception  among  U.  S.  in- 
stors,  says  senior  analyst  Stephen 
irvin  at  Jardine  Fleming  Holdings 
J.,  is  that  the  Korean  and  Taiwanese 
'.rkets  are  next  in  line  for  a  surge.  Of 
3  $4.1  billion  invested  directly  this 
ar  by  foreigners  in  the  Korean  stock 
L'hange,  Americans  account  for  $1.4 
lion,  more  than  10  times  the  amount 
;y  chipped  in  last  year.  U.  S.  pen.sion 
ids  are  among  the  most  active  inves- 
•s,  says  Suh  Han-Bong,  director  of 
nshin  Securities  Co.,  which  is  setting 
a  new  closed-end  fund  for  American 
•estors  in  early  1994.  Meanwhile,  the 
rea  Fund,  a  closed-end  fund  that  has 
ided  on  the  New  York  Stock  Ex- 
inge  since  1984,  is  up  about  83%  since 
low  point  in  August  of  last  year. 
»HER  CEILING?  What  could  help  the 
rean  market  even  more  is  further  re- 
ation  of  the  government's  limit  on 
N  much  foreigners  can  invest.  Korea, 
ich  approved  direct  foreign  invest- 
nt  in  stocks  only  last  year,  has  kept 
the  ceilings  on  for- 
eign holdings  to 
about  15%  of  man- 
ufacturing equities 
a       and  10%  of  finan- 

 -f^ — #-       cial  stocks.  Suh  ex- 

J  \  M         pects  regulators  to 
-J- — —       revise  the  ceiling 
I       V  upward,  to  25%, 

r  KOREA   t.he  next  few 

months.  As  a  re- 
sult, he  sees  an 
additional  $8  bil- 
lion flowing  from 
overseas  in  1994. 
But  what  might 
•t  the  Korean  market  is  a  gold-rush 
ntality  by  domestic  and  foreign  in- 
itors  that  could  drive  equity  prices 
'-high  and  set  the  stage  for  a  crash. 
16,  there  still  seems  to  be  room  left 
growth  in  the  stock  exchange,  which 
total  trades  around  16  times  earn- 
s.  And  the  overall  market  remains 
<ut  25%  below  its  peak  of  1989,  when 
rean  equities,  much  like  Japanese 
cks,  were  clearly  overpriced. 
3ut  deregulation  means  that  foreign- 
are  free  not  only  to  enter  but  also  to 
ip  out  at  the  first  sign  of  trouble, 
d  individual  Korean  investors  such 
Song,  the  housewife  who  got  so  bad- 
wrned  in  the  last  bear  market,  may 
a  lot  readier  to  cut  their  losses  fast 
i  time  around.  Those  are  the  risks. 
.  for  now,  investors  inside  and  outside 
'ea  are  focused  on  the  rewards. 

By  Liixmi  Nctkarmi  in  Seoul 
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HA:  DRI/MtGIUW-HIU. 


There's  Still  Time 
To  Cut  Your 
1993  Tax  Bill 

Fidelity  FaxLine  Service^^Can  Help  You  Meet 
the  December  31, 1993 Keogh  Deadline 

If  you  Ye  self-employed  or  a  business  owner,  you  can  make 
tax-deductible  contributions  of  as  much  as  25%  of  your 
earned  income  -  up  to  $30,000  per  year  -  to  The  Fidelity 
Retirement  Phui  (Keogli).  Plus,  your  investment  grows  tax- 
deferred  until  withdrawn. 

More  Stock  Funds  With  No  Sales  Chaises 

Fidelity  ha.s  waived  the  sides  charge  on  more  thiui  a  dozen 
stock  funds  exclusively  for  retirement  investors  when  you 
invest  througli  cert:iin  Fidelity  retirement  jMiuis.' 

Why  Choose  Fidelity  for  your  Keogh? 

%/  More  no-load  funds  ✓  Investment  choice  iuid  flexibility 
✓  Demonstrated  fund  perfonniuice  •/  Dedicated  Retire- 
ment SpeciidisLs    Keogli  customer  newsletter 

Fidehty  FaxLine  Service  For  Last 
Minute  Applications 

To  help  you  meet  the  December  3 1 , 1993 ' 
Keogli  deadline,  cidl  todiy  luid  find  out 
about  Fidelity  FaxLine  Service. 

If  you  would  like  to  set  up  a  phui  or 
would  like  further  infonnation,  cidl  todiy 
luid  iisk  for  your  free  Keogli  Fact  Kit  which  con- 
the  infonnation  you  need  to  begin  your  retirement 
pkui. 


tains  all 


savings 


Visit  A  Fidelity  Investor  Center  or  Call 

1-800-544-5373 


Fidelity 


Inuesiments 

Common  sense.  Uncommon  results. 


Call  for  a  FKHK  Keo.uh  Fad  Kil,  and  a  cuiTi'in  lunil  |inis|K'clus  f(ir  iiiDit-  cdmpiclc  inldrnialiori,  including  charncs 
and  e\pensi's.  Read  the  pr(is|X'tlus  aii  t'fiilly  before  vdii  invest  or  send  money  This  offer  applies  lo  certain  l'i(Jelit\ 
retirement  plans  marketed  and  distrihnted  direetly  by  Fidelity.  Fidelit\  Magellan  Fund,  Fidelilv  \e\v  Millennium'" 
Fund  and  Fidelity  Select  Portfolios'  are  excluded.  You  have  until  December  y  I ,  I  W.-i  to  eslablisli  a  Keoi;h  Plan  for 
tax  year  IW.V  You  have  until  ,\pril  IS,        or  vour  tax  filing  deadline  lo  make  contributions  for  IW.-i,  Fidelitv 
Distributors  Coiporation 


CE 
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As  a  lamoiis  coach  once  said, "A  football  docs  not 
a  tou(4idowti  make!" 

Alright,  so  maybe  we  said  it.  The  point  is,  everyone 
has  access  to  the  same  equipment  and  technology. 
But  what  sej)arates  success  Irom  failure  is  having  the 
right  strategy. 

Every  day,  we  help  companies  achieve  that 
success.  WeVe  Pemumt  Systems,  l  Uc  IBM  Printing 


Systems  Company.  I 

And  because  printing  is  our  middle  name, 
[()0*'/o  dedicated  to  designing  and  implementing  strat'^i 
not  just  \or  priiiting  your  company's  data,  but  present^ 
it  as  well.  With  one  ol  our  strategies,  computer  infonn- 
tion  can  be  retrieved,  indexed,  faxed  and  printed,  whe 
graphics  and  logos  are  kept  consistent  throughout.  \\i 
can  be  viewed  on  screen  exactly  the  way  it  prints  out 


ANYONE  CAN  SELL  YOU 
THE  EQUIPMENT. 
IT^  HOW  YOU  USE  IT 
THAT  COUNTS. 


><J  I'W.i  lliM  Curju.r.ilinii    Ml  rif;li|v  r. -.n.  il 
I'l'lirljnl.  Ki'(li'l1iiiii»  rriiiUn;;  Jiiil  llir  I'l'iiii.iiK  In) 


.lriti..rks  ol  I  ISM  (  .or|H>r.ili<.ri 


We  know  liow  cnicial  ihv  pn'seiitalioii  ol 
jrniation  is.  That's  why  no  one  oilers  a  more  com- 
te  line  ol  prinlers  than  l\Minant™  hVom  heavy  duty 
matrix  to  super  (juiet  lini'  |)rint<'rs.  IVoin  10  pages- 
-minute  to  229  pages-per-minute.  \ou  name  the 
nter.  we've  <2;ot  the  printer. 

But  we  won't  just  sell  \ou  the  e(|ui|)inent.  We'll 
ivide  maintenance  coverage  7  days  a  week,  24  hours 


a  day.  (  riiat,  of  course,  includes  Super  Bowl  Sunday.) 
Our  software  develo|)ment  team  can  help  you  keej)  your 
applications  running  smoothly.  And  we  have  consulting 
and  othtn-  services  to  helj)  you  decreas<'  your  printing  costs. 

Call  l-8()0-PKNNANT  and  we'll  send  you 
more  inlormation. 

Because  without  Pennant,  you  just  ma)  lind 
yourself  on  the  sidelines. 


Redefining  Printing. 

PENNANT 


The  IBM  Printing  Systems  Company 


BY  GENE  G.  MARCIAL 


SPOTTING  STOCKS 
THAT  STILL  HAVE 
SOME  SPUNK  IN  'EM 


Investment  manager  Lydia  Miller 
was  high  on  U.  S.  stocks  earlier  in 
the  year  when  many  of  her  peers 
went  the  other  way.  Now  she  has 
cooled  somewhat  on  the  U.  S.  because 
she's  convinced  that  most  of  the  big 
winners  have  peaked.  Most,  she  says, 
but  not  all.  Miller,  who  is  director  of 
SBC  Portfolio  Management  Internation- 
al—Swiss Bank  Corp.'s  investment 
arm— has  accumulated  a  big  position 
in  three  favorites  for  her  global  equity 
portfolio:  Timberland,  Zero  Corp.,  and 
NationsBank. 

Miller  has  increased  the  portfolio's 
foreign  content  to  50%  from  35%,  but 
these  three  U.  S.  picks,  she  .says,  have 
what  she  looks  for  in  a  stock:  high 
growth  prospects,  still-unrecognized 
value,  strong  market  franchises,  and 
low-cost  operations. 

Miller's  track  record  is  nothing  to 
sell  short.  The  Swiss  Bank  Pension  & 
Profit  Sharing  Plan  she  manages  has 
gained  40%  since  Oct.  1,  1991  vs.  25% 
for  the  S&P  500-stock  index.  Miller  also 
co-manages  the  SBC  World  Growth 
Fund,  just  formed  last  year.  It  gained 
31.6%  vs.  Morgan  Stanley  Capital 
International  index'  23.4%  rise. 
RUGGED  SALES.  Timberland,  known  for 
sturdy  boat  shoes,  waterproof  hiking 
boots,  and  outdoor  garments,  has  been 
one  of  the  market's  big  winners,  climl> 
ing  from  30  a  share  in  early  July  to  85 
on  Nov.  10.  Yet,  Miller  is  still  gung-ho. 
Timberland  sales  are  on  the  rise,  and 
management  has  taken  more  control 
of  inventories  to  cut  costs  and  fatten 
profit  margins,  says  Miller. 

Timberland's  earnings,  she  notes, 
have  started  to  break  out.  For  1993, 
she  expects  $2.20  a  share,  up  from 
$1.18  last  year.  Foi-  1994,  she  sees  $3  to 
$3.50.  The  Swartz  family,  headed  by 
TimberlanrI  Chairman  Sidney  Swartz, 
owns  70%  of  the  stock. 

Miller  thinks  Zero  will  be  another 
Timberland.  It  has  been  seesawing  be- 
tween 12  and  15,  but  she  sees  it  rising 
soon,  based  on  expectations  of  a  30% 
annual  earnings  growth  over  the  next 
three  years.  Tliis  maker  of  casings  and 
cooling  ec|uipment  for  electronics  equip- 
ment and  cargo-carrying  systems  for 
airlines  earned  74<t  a  share  in  the  year 
ended  Mar.  31.  "Zero  is  the  kind  of 
sU)ck  that  wiU  play  out  well  even  if  the 


PORTFOLIO  MANAGER  MILLER:  MOST  OF  THE 
BIG  WINNERS  IN  THE  MARKET  HAVE  PEAKED 


market  tops  out,"  she  says,  because  it 
has  a  good  dividends,  little  debt,  and 
$30  million  in  its  till. 

NationsBank,  the  country's  fourth- 
largest  banking  company,  with  assets 
of  $140  billion  and  more  than  1,700 
banks  in  nine  .states,  has  been  on  the 
ropes.  Shares  have  slumped  from  58 
early  in  the  year  to  46  on  Nov.  10. 
But  Miller  believes  it  will  be  a  big 
winner  as  it  continues  to  capture  mar- 
ket share  through  acquisitions.  Noting 
how  underpriced  NationsBank  is,  she 
figures  it  will  earn  $5  this  year  and 
$6.05  in  1994.  "It's  an  earnings-growth 
play,"  insists  Miller,  "rather  than  just 
another  bank  stock." 


A  MEDICAL  PLAY 
GAINS  ALTITUDE 


Know  anything  al)out  aeromed- 
ics?  Think  of  ambulances  in  the 
sky  or  flying  emergency-care 
clinics.  That's  what  Air  Methods  pro- 
vides via  its  30  helicopters  and  12  air- 
planes—equipped with  sophisticated 
emergency-care  equipment  and  medical 
personnel— to  54  hospitals  in  14  states. 
Hospitals  use  Air  Method's  services  to 
transport  patients  from  an  accident 
scene  or  other  hospitals.  Its  stock 
soared,  from  S%  a  share  in  early  May 
to  12  on  Nov.  10.  Does  that  mean  its 
flight  is  over? 

"Not  by  a  long  shot,"  says  invest- 
ment adviser  John  Westergaard,  who 
sees  a  second  upswing  coming.  De- 
mand for  aeromedic  services  should 
surge  in  the  years  ahead,  he  predicts. 
This  infant  industry,  he  adds,  should 
grow  to  $1.2  billion  V)y  the  year  2000, 


from  the  current  $255  million.  A 
Methods  is  the  largest  in  the  busine^ 

We.stergaard  projects  sales  will  iun 
to  $40  million  in  1994  from  1993's  $: 
million  and  last  year's  $12.7  milHo 
"If  there  is  anything  close  to  a  picci' 
cake  to  look  forward  to  over  the  nc 
year,  it's  the  prospect  of  this  stiu 
trading  north  of  20  on  its  way  to  •''>')  I 
mid- 1995,"  says  Westergaard. 

Also  high  on  the  stock  is  John  Tui 
director  of  research  at  Rodman  &  i;< 
.shaw.  Turo  notes  that  Air  Method-.  Ii 
signed  a  joint-venture  pact  with  Mc< 
ca  Movil,  Mexico's  large.st  provider 
ambulance  services.  Air  Methods  w 
provide  life-support  air-transport  si 
vices,  complementing  Medica's  gri'ni, 
ambulance  system.  "Mexico  could  1 
come  a  large  market  for  Air  Mel 
ods— especially  if  NAFTA  gets  approvM 
says  Turo. 

Investment  adviser  Andrew  Lau 
who  has  been  buying  up  shares,  imi 
that  Air  Methods  has  been  in  busim 
for  13  years  and  "not  one  of  its  cusid 
ers  ever  failed  to  renew  a  contiMi 
He  claims  buying  Air  Methods  now 
like  buying  McDonald's  when  <m 
hundreds  of  burgers  had  been  sold. 


PRETTY  PICTURE 
IN  CHINA? 


In  the  red  for  the  past  two  yea  , 
('oncord  Camera  may  now  be  in 
cus.  Not  only  is  the  single-use 
so  called  disposable— camera  becomi>' 
a  hot  item,  but  after  manufacturi? 
such  cameras  in  China  for  years,  i!' 
nally  breaking  into  that  market.  1 
opening  to  China  may  be  the  bre: 
through  Concord  has  been  waiting  I 
Money  manager  Jack  Silver  of  SiK 
Investment  Advisory  Research,  \\ 
has  a  2.5%  stake  in  Concord,  belii  \- 
Concord's  recent  signing  of  accoi 
with  China-owned  entities  that  I 
licenses  to  sell  cameras  in  Chin.i 
help  boost  sales  to  $100  million  ii 
year  ending  June  30,  1995.  That" 
from  an  estimated  $80  million  in  1' 
and  $59  million  in  1993.  The  big  ) 
nanza,  says  Silver,  is  what  the  boll  n 
line  will  show:  He  sees  earninu 
$1.10  a  share  in  fiscal  1995  and  tin^ 
70e  in  1994  vs.  1993's  99<J-  loss  \ 
he  thinks  the  stock,  now  trading  at  i. 
share,  will  double  in  a  year. 

Concord,  which  manufactures  cai ' 
ras  in  Shenzhen,  China,  sells  under 
own  name,  as  well  as  under  the  K 
stone  and  Le  Clic  labels.  It  also  ma  I 
private-label  cameras  for  mass  w- 
chandisers  such  as  Wal-Mart  Stores 
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COMPUTER  SECURITY  I 


DUKING  IT  OUT  FOR 
THE  DECODER  RING 


Secrecy  pros  are  fighting  federal  limits  on  data-scrambling  software 


For  Carl  M.  Ellison,  the  data  high- 
ways spreading  across  the  nation 
aren't  just  revolutionizing  the  way 
America  communicates.  The  new  net- 
works are  also  flinging  open  the  door 
to  a  new  breed  of  bandits:  information 
thieves.  That's  why  the  senior  techni- 
cal consultant  at  Stratus  Computer  Inc. 
in  Marlborough,  Mass.,  has  become  a 
secrecy  fanatic.  When  executives  at 
Stratus  headquarters  hold  teleconfei-enc- 
es  with  the  company's  San  Jose  (Calif.) 
engineering  center  or  other  offices,  Elli- 
son insists  that  their  words  and  video  be 
encrypted.  He  even  encodes  routine  elec- 
tronic mail.  "You  always  have  to  assume 
someone  is  eavesdropping,"  he  says. 
Some  co-workers  call  Ellison  paranoid. 


But  the  ease  of  tapping 
into  today's  electronic  con- 
versations or  data— from 
the  intimate  secrets  of 
Princess  Di  to  details  of 
corporate  deals— has  many 
companies  agreeing  with 
Ellison.  "Cryptography  is 
absolutely  essential  to  any 
kind  of  electronic  business 
communication,"  says  Price  Waterhouse 
partner  Douglas  Kalish.  Banking  infor- 
mation flows  from  automatic  teller  ma- 
chines to  central  offices  in  code.  Drug- 
makers  such  as  Bristol  Myers-Squibb 
Co.  use  encryption  to  hide  information 
about  new  discoveries  from  prying  eyes. 
Cryptography  experts  estimate  that 


WITH  SALES 
OF  ENCRYPTION 
SYSTEMS 
BOOMING 


ABROAD,  U.S. 
COMPANIES  SAY 
THEY  STAND  TO 
LOSE  BILLIONS  TO 
FOREIGN  RIVALS 


several  million  Americans  use  elect  in 
cloaking,  up  dramatically  from  a  ? 
years  ago.  Actual  sales  are  hard  to;, 
culate,  since  encryi^tion  features  an 
ally  embedded  in  software  that  hii> 
other  function,  such  as  data  storat; 
communications.  But  companies  in<  i 
ingly  see  the  need  to  ensure  the  i 
of  everything  from  medical  rec(ir<l 
sensitive  e-mail  missives  sent  to  tr; 
ing  executives.  So  "the  market  foi 
cryption  seems  poised  to  take  off  " 
Lynn  McNulty,  associate  direclm 
computer  security  at  the  Computer 
tems  Laboratory  of  the  National  I : 
tute  of  Standards  &  Technology  i  \ 
One  huge  obstacle  stands  in  tlir 
of  this  growth:  the  U.S.  goveriin  ■ 
National-security  and  law-enfonci 
officials  believe  that  the  ability  td 
the  bad  guys'  secret  messages  is  vit 
protecting  the  country.  Powerful 
inercial  encryption  technology  in 
the  job  of  the  Federal  Bureau  of  i  i  ■ 
tigation  and  the  supersnoops  at  the 
tional  Security  Agency  much  hardt. 
"BACK  DOOR."  That  terrifies  g(>\! 
ment  spooks— and  they're  fighting  1 
One  strategy  is  to  push  companH 
use  a  system  concocted  by  the  Nat ; 
Security  Agency  dubbed  Skipja<  1 
relies  on  a  computer  chip  callni 
per,  which  has  a  powerful  encr  , , 
program  that  can  be  used  to  sci  ai' 
phone  conversations,  hide  e-mail,, 
protect  data  on  computer  disks.  i  > 
also  has  a  "back  door"  that  lets  the  i 
ernment  listen  in.  To  prevent  unaii  < 
ized  snooping,  opening  the  back 
would  require  a  court  order  and 
digital  keys  that  would  be  kept  in  s»i 
ate  government  agencss 
The  government's  e 
ond  approach  is  to  tt 
prevent  the  sale  of  i  m  i . 
ful   encryption  soft\s 
outside  the  U.  S.  The  li 
ton  Administration  i- 
ing  export  contrnl 
computer  hardware.  I 
far,   it   has  decliiUM 
change  rules  that  <  la 
high-level  encryption  i 
ucts  as  "munitions' 
cannot   be   sold  aii 
without  a  special  ( 
Even  the  less  sophist  ur 
encryption  system  i  i ; 
ed  in  such  off-the-shell  . 


ware  as  Microsoft  Corp.'s  Excel  spia 
sheet  is  subject  to  mild  export  coni 
The  controls  have  touched  off  a  sec 
controversy.  "U.  S.  government  a^* 
are  undermining  American  corporal > 
efforts  to  protect  themselves,"  Im 
House  Judiciary  Committee  Chain; 
Jack  Brooks  (D-Tex.). 
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hile  AT&T,  a  big  government  sup- 
,  has  agreed  to  put  Clipper  in  its  se- 
phones,  many  companies  simply 
;  trust  the  government's  promises 

0  snoop  illegally.  Industry  also  wor- 
that  foreign  governments  that  are 
concerned  with  niceties  of  privacy 
insist  on  having  their  own  set  of 

if  the  system  is  used  overseas, 
hat's  more,  cryptography  experts 
,  out,  encryption  technology— with- 
)ack  doors— is  already  widely  avail- 
outside  the  U.  S.  The  Business  Soft- 
•  Alliance  claims  that  U.  S. 
)anies  risk  losing  $6  billion  or  more 
ar  in  sales  if  customers  switch  to 
gn  sources  of  software.  "We  are 

ng  ourselves  without 
ng  the  NSA,"  says  Ste- 

T.  Walker,  president 
lasted  Information  Sys- 
Inc,  a  Glenwood 
)  maker  of  computer- 
rity  software.  Adds 
x)gi-aphy  pioneer  Wliit- 

Diffie,  now  Distin- 
led  Engineer  at  Sun 
osystems  Computer 
.:  "Clipper  is  the  most 
d  idea  to  come  along 
ite  a  long  time." 
A  Policy  Director  Mi- 

A.  Smith  insists  that 
)er  "will  find  accep- 
!  in  the  marketplace." 
)r  export  controls,  he 

the  NSA  has  already 
ed  considerable  liber- 
:ion,  and  opening  up 

1  further  would  jeop- 
3  national  security.  "As  the  installed 
of  encrypted  information  systems 
3,  so  will  its  use  by  the  'bad  guys,' " 
h  said  in  a  written  response  to 
ions  posed  by  BUSINESS  week.  That 
■e  dismays  encryption  advocates. 
"J'SA  "believes  that  if  they  can  stop 
hrink- wrapped  package  [of  encryp- 
;ontaining  software]  from  going 
:eas,  it's  a  victory,"  says  Fi-ed  Mail- 
export  manager  for  Hewlett-Pack- 
)o.  "Even  though  the  floodgates  are 
iy  open,  that  package  might  be  the 
hat  falls  into  the  wrong  hands." 
GES  AFOOT?  The  industry  is  finding 
receptive  ears  on  Capitol  Hill  and 
1  interagency  cryptography  task 

headed  by  the  National  Security 
I  cil— which,  unlike  the  code-break- 
SA,  is  the  White  House  policy  shop 
ational  security.  The  Administra- 
s  assuring  companies  that  it  won't 
ate  the  Clipper  chip  instead  of  oth- 
;  3thods.  And  some  relaxation  of  ex- 
I  rules  is  inevitable.  "There  is  no  one 
j  believes  that  the  status  quo  can  be 
j  cained,  even  in  the  NSA,"  says  a 
J  IV  White  House  national-security 
j  il.  Such  changes,  expected  to  come 
I  next  year,  could  pave  the  way  for 


rapid  growth  in  the  use  of  encryption. 

Encryption  isn't  just  for  keeping  se- 
crets. It  can  also  be  used  to  verify  who 
sent  a  message  and  to  tell  whether  it 
was  tampered  with  en  route.  That's  vital 
in  banking.  In  entertainment,  encryp- 
tion could  inhibit  pirating  of  perfect  dig- 
ital copies  of  music  and  video.  A  scheme 
proposed  by  Charles  Hartman,  an  IBM 
senior  progi'ammer  in  Mountain  View, 
Calif.,  would  recjuire  viewers  or  listeners 
to  buy  an  electronic  key  to  unscramble 
digital  tapes.  Without  encryption,  he 
warns,  "people  aren't  going  to  want  to 
put  their  valuable  intellectual  property 
on  the  information  highway,  and  all 
you're  going  to  have  is  garbage." 


tem  only  to  transmit  a  secret  key,  which 
is  used  to  encode  the  message  itself. 

Diffie  and  Hellman  expected  an  imme- 
diate impact.  But  the  fear  of  spies 
wasn't  great  enough  to  warrant  the 
adoption  of  systems  viewed  as  hard  to 
use.  "In  10  years  in  this  business,  I've 
learned  that  security  has  to  be  free, 
high-quality,  and  something  that  doesn't 
get  in  the  way,"  says  James  Bidzos, 
president  of  RSA  Data  Security  Inc.  in 
Redwood  City,  Calif.,  which  markets  the 
rights  to  the  leading  public-key  system. 

Bidzos  has  been  trying  to  convince 
software  publishers  that  they  will  sell 
more  programs  if  they  build  encryption 
systems  into  them.  His  campaign  is  be- 


THE  ClASH  OYER  CRYPTOGRAPHY 

Powerful  encryption  technologies  protect  industry's  legitimate  secrets.  But  law-enforcement 
agencies  fear  they'll  also  be  used  by  terrorists  and  other  bad  guys.  Here's  what  each  side  wants: 


TECHNOLOGY 

Wants  companies  to  use  the 
Clipper  chip,  which  has  a 
"back  door"  to  let  Uncle 
Sam  listen  in. 

Fears  snooping  by  the  U.S. 
and  by  foreign  governments 
that  might  demand  keys  to 
the  "back  door." 

Clipper  chip  will  be  used  by 
government  and  by  compa- 
nies doing  business  with  it. 
Beyond  that,  limited  use. 

EXPORTS 

Wants  to  keep  tight  controls 
on  overseas  sales  of 
cryptography  software. 

Points  out  that  such  software 
is  already  widely  available 
from  foreign  suppliers. 

Export  controls  will  be 
relaxed  early  next  year 
but  not  nearly  as  much  as 
industry  wants. 

VERIFICATION 

Promotes  a  government- 
developed  technique  for 
authenticating  digital 
signatures  on  messages. 

Prefers  a  cheaper,  privately 
developed  authentication 
method. 

For  the  most  part,  industry 
won't  adopt  the  government 
standard. 

While  the  furor  over  encryption  is 
fairly  recent,  much  of  the  crucial  technol- 
ogy dates  back  to  the  cold-war  days  of 
the  1970s.  At  the  time,  companies  were 
sending  data  over  private,  leased  lines. 
While  the  information  was  hidden  from 
most  criminals,  the  NSA  was  worried 
that  the  Soviets  might  be  listening  in, 
recalls  Stanford  University  cryptogra- 
phy expert  Martin  E.  Hellman.  So  the 
agency  helped  companies  develop  the 
Data  Encryption  Standard  (DES).  Basical- 
ly, it's  just  a  sophisticated  version  of 
the  cereal  box  decoder  ring.  The  sender 
uses  a  secret  key  to  transform  a  mes- 
sage into  gobbledygook.  Then,  the  re- 
ceiver uses  the  same  key  to  decode  it. 

Secret  key  systems  have  a  weakness, 
though:  The  sender  must  share  the  key 
with  the  recipient,  which  means  it  can 
be  intercepted.  So  in  1976,  at  Stanford, 
Hellman,  Diffie,  and  Ralph  Merkle  came 
up  with  an  alternative.  In  their  public- 
key  system,  messages  are  encrypted 
with  one  key  that  can  be  made  public. 
The  recipient  uses  a  separate  private 
key  to  decipher  the  text.  The  calcula- 
tions are  time-consuming,  even  on  a  fast 
computer.  So  for  now,  the  most  com- 
mon approach  is  to  use  a  public-key  sys- 


ginning  to  bear  fruit.  Price  Waterhouse's 
Kalish  says  the  firm  decided  to  buy 
35,000  copies  of  Lotus  Development 
Corp.'s  Notes  network  information-shar- 
ing program  largely  because  of  its  "in- 
dustrial-strength encryption."  Bidzos  says 
that  because  the  secrecy  feature  is  al- 
most automatic,  "about  500,000  users  of 
Lotus  Notes  encrypt  millions  of  messag- 
es a  year— and  they  don't  even  know 
it."  Other  companies  are  follovdng  Lotus' 
lead.  Apple  Computer  Inc.,  for  instance, 
has  incorporated  public-key  cryptogra- 
phy into  the  latest  version  of  its  System 
7  operating  software  for  the  Macintosh. 

Ultimately,  how  well  these  products 
sell  and  how  well  commercial  data  are 
protected  will  depend  on  whether  Amer- 
ican business  sees  the  need  for  greater 
security.  Says  Ray  Ozzie,  president  of 
IRIS  Associates,  which  developed  Lotus 
Notes:  "My  fear— and  the  fear  of  every- 
one in  industry— is  that  it  will  take  a 
widely  publicized  incident  [of  data  theft] 
for  people  to  wake  up  to  how  vulnerable 
they  are."  If  that  happens,  cryptogra- 
phy fanatics  such  as  Carl  Ellison  won't 
look  paranoid  anymore. 

By  John  Carey  in  Washington,  with 
Peter  Coy  in  New  York 
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Unfortunately,  the  business  centers  of  the  world  aren't  centrally  located.  They're  J 
out  across  200  million  square  miles.  Which  could  be  a  problem  if  your  livelihood  depeij 
;  how  fast  you  can  get  your  documents  from  one  country  to  another. 
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0 1''^^  Umt£d  VaicA  Service  of  Ainenca,  Inc. 


•  Cairo      •Kuwait  City 
•  Bahrain 


s  faster  than  UPS. 
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le  rest  of  the  details.  Because  when  all  is  said  and  done,  nobody  can  take  your  documents  from 
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MEDICAL  TECHNOLOGY  I 


A  GENE  MACHINE 
STARTS  CIDNING  CASH 


Roche  and  Perkin-Elmer  are  ready  to  reap  big  rewards  from  PCR 


In  the  mid-1980s,  chemist  Kary  B. 
Mullis  found  a  novel  way  to  repli- 
cate DNA.  Called  PCR,  for  polymerase 
chain  reaction,  the  ingenious  biochemical 
technology  rapidly  makes  millions  of  cop- 
ies of  a  single  strand  of  genetic  material, 
producing  a  sample  large  enough  to  con- 
firm the  presence  or  absence  of  a  specif- 
ic gene,  virus,  or  bacteria.  In 
essence,  the  process  lets  sci- 
entists find  a  needle  in  a  hay- 
stack by  creating  a  haystack 
full  of  needles. 

PCR  quickly  became  indis- 
pensable: It  is  an  essential  tool 
for  molecular  biology,  ferret- 
ing out  strips  of  DNA  that  may 
indicate  genetic  disorders  or 
the  presence  of  pathogens.  It 
can  determine  paternity  or 
identify  criminals  by  the  blood 
or  other  tissue  samples  they 
leave  at  crime  scenes.  It  can 
also  help  measure  how  effec- 
tive chemicals  are  in  treating 
viral  and  bacterial  diseases. 
For  this,  Mullis  won  the  Nobel 
prize  in  October.  But  from  its 
invention,  the  big  question  has 
always  been:  Could  a  compa- 
ny reap  commercial  success 
commensurate  with  PCR's  sci- 
entific value? 

SLASHING  COSTS.  At  last  the 
answer  seems  to  be  yes.  After 
two  years  of  all-out  effort  to 
bring  PCR  to  market,  Hoff- 
mann-LaRoche  Inc.  and  Per- 
kin-Elmer Corp.,  partners  in 
a  strategic  alliance,  are  poised 
to  reap  the  rewai'd.  PE  already 
is  turning  a  profit  on  more 
than  $100  million  a  year  in 
sales  of  PCR  instruments  and 
chemicals  to  researchers,  a 
market  that  is  growing  20%  a 
year,  says  Dr.  Peter  Barrett, 


tests  using  PCR  and  hope  soon  to  have 
some  that  diagnose  multiple  ailments. 
By  the  late  1990s,  predicts  Thomas  P. 
MacMahon,  president  of  Roche  Diagnos- 
tics Group,  sales  of  PCR  instruments, 
chemicals,  and  kits  to  detect  infectious 
and  genetic  diseases  and  cancer  should 
top  $1  billion. 


HOW  KR  HEIPS 
DIAGNOSE  AN  ILLNESS 

PCR,  or  polymerase  chain  reaction,  is  a  technology  that 
rapidly  copies  a  single  strand  of  DNA  millions  of  times. 
The  result  is  a  sample  large  enough  to  confirm  the 
absence  or  presence  of  a  specific  gene,  virus,  or  bacteria. 

f— )  ;    A  minute  sample  of 

m  blood,  tissue,  or  urine  is 

|j  placed  in  a  thermal  cycler. 

""^idljllKjpB^  The  cycler  mixes  the 

^^^^^^^^^  sample  with  several 

^^^^  substances,  including  taq 
polymerase,  an  enzyme, 

'  ^B^^  then  rapidly  heats  and 

.  A  'flP'^^lil^B  ■  cools  this  brew  as  many  as 

^^l^l^y^H^^^'^  millions  of  times  , 

^^^^  That  process  separates 

from  the  sample's 
DNA  a  specific  gene 
sequence.  The  machine 
makes  millions  of  copies  of 
the  sequence. 

;  The  copies  are  then 
''W  used  to  simultaneously 
test  for  a  variety  of 
diseases— resulting  in  a 
speedier,  more  accurate 
diagnosis. 


executive  vice-president  of  pe's  Applied 
Biosystems  Div.  PE  sees  such  a  bright 
future  that  this  year  it  paid  $3.50  million 
in  stock  for  Applied  Biosystems  Inc.  in 
Fostt:  City,  Calif.,  a  leading  supplier  of 
the  syhl  oms  that  automate  the  pi'ocesses 
that  surround  PCR.  Meanwhile,  drawing 
on  Roche  s  experience  in  medical  testing 
and  Perkin-Elmer's  skill  in  scientific  in- 
struments, the  companies  are  rollirig  out 


■  n  "  ■  PCR's  appeal  in  the  $25  bil- 
lion medical-testing  market  boils 
down  to  this:  It  can  produce  test  re- 
sults for  elusive  diseases  and  infectious 
agents  faster  and  with  greater  sensitiv- 
ity than  other  technologies.  And  speed 
means  lower  lab  costs.  "Every  test  you 
can  apply  PCR  to,  the  cost  goes  down," 
says  Dr.  Alan  Bale,  director  of  the  Diag- 
nostics Laboratory  at  Yale  University 


Medical  School.  Faster,  more  accui 
diagnosis  also  allows  earlier  interv 
tion,  which  can  cut  treatment  co 
Since  cost-cutting  now  drives  rr 
health-care  decisions,  demand  for  PC 
expected  to  take  off. 

That's  a  turnaround  from  the  t( 
nology's  early  days.  Mullis  hatched 
as  a  researcher  at  Cetus  Corp.  and  g( 
$10,000  bonus  for  the  discovery.  But 
tus  was  developing  cancer  drugs 
decided  it  couldn't  plov/  resources 
PCR,  too.  So  m  1986,  it  struck  a  > 
with  Perkin-Elmer  to  sell  PCR  in 
search  markets.  Cetus  won  a  patent 
the  process  and  developed  taq  poly 
rase,  an  enzyme  that  prompts  the  ] 
to  copy  itself  (table).  PE  then  enhar 
its  $12,000  PCR  System  9600,  the  s 
dard  equipment  for  PCR  test 
By  1991,  financially  troul 
Cetus  was  negotiating  a  mei 
with  Chiron  Corp.,  which 
more  interested  in  Cetus'  mj 
facturing  plant  and  future  d 
prospects  than  in  PCR.  "We 
cided  to  fix  [pcr]  up  and 
it,"  says  a  former  Cetus  ex< 
five.  That  meant  clearing  a 
hurdle  in  the  way  of  PCR's 
in  diagnostic  testing:  its  tenc 
cy  to  falsely  indicate  tha 
piece  of  dna  was  present 
problem  was  that  traces  of  ] 
from  previous  tests  would 
copied,  making  it  appear 
were  present  in  the  new  sam 
Cetus  licked  the  problem 
developing  a  method  to  dest 
these  DNA  traces.  Roche  t 
paid  $.300  million  in  late  199 
record  at  the  time  for  a  hea 
care  technology,  for  the  pal 
and  manufacturing  rights 
PCR,  except  for  rights  PE 
tained.  As  part  of  the  d 
Roche  formed  an  alliance 
PE  so  that  PE  kept  worldv 
rights  to  market  its  PCR  ins 
ments,  Roche  chemicals,  and 
diagnostic  kits  in  research 
industrial  markets.  Roche  s 
pe's  equipment  and  its  own 
tests  to  diagnostic  markets. 
BIGGER  SAMPLES.  In  the  hit 
Roche  is  likely  to  face  s( 
competition.  Stratagene  Inc 
La  Jolla,  Calif.,  makes  a  rea^ 
for  a  competing  process  called  lig 
chain  reaction  (LCR).  And  Abbott  La 
atones  and  Baxter  International  Inc. 
working  separately  to  design  way; 
amplify  samples  without  infringing 
Roche's  patent.  But  even  if  competi 
does  appears,  Roche  has  a  commanc 
lead.  Taq  polymerase  is  used  in  95° 
PCR  work:  It's  the  principal  enzyme  i. 
in  Roche's  PCR  test  kits  and  recomm* 
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n  the  I'K  system.  In  addition,  Roche 
s  Roche  Biomedical  Laboratories 
600  testing  labs  in  the  U.  S.,  and 
licensed  170  more  worldwide  to  do 
tests. 

oche  is  developing  a  portfolio  of  PCR 
kits  for  this  network  as  fast  as  it 
Last  June,  it  introduced  Amplicor, 
irst  FDA-approved,  premixed  PCR  di- 
)stic  kit  in  the  U.  S.  It  detects  chla- 
ia,  a  hard-to-diagnose  sexually  trans- 
ed  disease  that  infects  4  million  new 
ms  annually.  Next  year,  Roche  plans 
itroduce  test  kits  for  tuberculosis, 
ititis  C,  HIV,  and  a  combination  test 
•hlamydia  and  gonorrhea. 
I  conventional  tests  for  such  diseas- 
abs  take  samples— blood  or  tissue, 
instance— from  patients  and  try  to 
/  any  organisms  they  might  contain. 
:  way,  the  disease  organisms  multi- 
;o  the  point  where  they  can  be  de- 
id.  That  can  take  weeks.  For  some 
ises,  "PCR  will  shorten  testing  to 
day,"  says  Yale's  Bale.  Tuberculosis 
es  the  point.  It  takes  four  to  six 
cs  to  do  a  culture  test  for  tb,  says 
Vlahon.  "With  PCR,  we  can  have  that 
mation  in  less  than  a  day,"  he  says. 
,ster  test  means  a  patient  spends 
time  in  isolation  waiting  for  a  diag- 
!  and  that  treatment  starts  sooner. 
:an  also  diagnose  diseases  caused  by 
tic  mutations,  such  as  cystic  fibrosis. 
AIM  GAIN.  Along  with  all  this,  the 
lique  can  spare  patients  trauma.  To 
for  Pneumocystis  carinii  pneumo- 
common  in  aids  patients,  doctors 
a  sample  of  limg  tissue.  They  get  it 
igh  an  uncomfortable  surgical  proce- 
that  costs  about  $4,000.  A  PCR- 
d  test  can  be  done  using  the  pa- 
's sputum.  Advantage:  no  pain  and 
<0  price.  The  PCR  test  for  chlamydia 
a  urine  sample,  while  culture  tests 
ire  fluid  from  the  urethral  tube,  a 
ul  procedure  that  deters  some  men 
getting  tested  for  the  disease. 
R's  great  sensitivity  also  makes  it 
T  for  detecting  disease  where  the 
)gen  is  "slow,  difficult,  dangerous,  or 
ssible  to  grow,"  says  John  Sninsky, 
ir  director  of  research  for  Roche 
cular  Systems.  In  tests  for  chla- 
a,  for  instance,  "cultures  often  fail  to 
t  the  organism"  in  early  stage  infec- 
,  says  Donald  Jungkind,  director  of 
Microbiology  Clinical  Laboratory  at 
las  Jefferson  University  Hospital 
liladelphia.  But,  he  says,  the  PCR 
is  95%  accurate,  vs.  67%  for  cul- 
,  and  takes  three  to  four  minutes, 
3  to  40  minutes  for  cultures. 
R  will  likely  face  competition  even- 

But  Kathy  Ordonez,  president  of 
e  Molecular  Systems,  thinks  Roche 
;eep  its  lead  even  then:  "We  have 
a  good  head  start,"  she  says.  For 
in  fact,  PCR  is  in  a  class  by  itself. 

By  Resa  King  in  Norwalk,  Conn. 
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Cadillac  DeVille 

Creating  A  Highf  r  Siainoard 


'iiil'i  iiMoii  Scii/iiP^  /u'l/>\  irtliKi  hill  k 
ressiuY,  rspirii/lly  iiiipor/aii/  ij  you're 
moivi  the  iHnjority  oj  Aincriniiis  ic-lin  / 
xpt'iit  nii  Ihii k  pill II. 


called  Suspension 
iting.  Standard  on  the  all- 
vDeVille  by  Cadillac,  it 
3  like  a  shock  absorber  for 

drivers  back,  isolatine  von 


from  biniips.  It  helps  reduce  mile  after  mile.  Its  just 
back  pressure  and  increases  another  way  the  all-new 
circulation,     SUSRENSIOIN  SEAXIING 

which  should  leave  you  less  De\'ille  is  creating  a  higher 

fatigued  and  more  refreshed         standard  of  dri\  ing  comfort. 
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evelopments  to  Watc 


)  BY  RUTH  COXETER 


)GINGTHE  MUD  BELOW 
THE  SKY  ABOVE 


ow  does  a  bulldozef 
opei'ator  know  ex- 
actly how  deep  to  dig  or 
how  high  to  pile?  One 
way  is  to  calibrate 
where  the  blade  is  by 
using  a  laser  beam  shin- 
ing at  a  known  height. 
Ohio  State  University's 
Center  for  Mapping 
turned  to  the  U.  S.  gov- 
ernment's constellation 
of  Global  Positioning 
System  (GPS)  satellites 
for  some  heavenly  pre- 
i.  indi  _(  (  .  iitMU  -,,  ;i  cciiU'r  researcher,  says  a  receiver 
ted  on  a  pole  attached  to  the  bulldozer's  blade  calculates 
e  it  is  by  comf  aring  readings  from  several  satellites, 
detemiines  the  blade's  position  within  a  few  centimeters, 
io  State  gets  unusual  accuracy  from  GPS  by  using  formu- 
lat  figure  distance  to  within  a  fraction  of  a  radio  wave- 
1.  Technology  has  its  price:  The  receivers,  fi'om  Allen  Os- 
!  Associates  Inc.  in  Westlake  Village,  Calif.,  cost  $25,000 
e.  But  Mapping  Center  Director  John  Bossier  predicts 
"absolutely  will  be  affordable  in  a  few  years." 


YMER  PATCHES 
:  BIOOD  VESSEIS 


^^e  bandage  scraped  knees  and  elbows,  so  why  not  dam- 
aged arteries'?  That's  what  scientists  at  Focal  Inc.  in 
ridge,  Mass.,  asked.  After  a  surgeon  cleans  a  heart  pa- 
3  clogged  arteries,  clots  can  form  where  blood  comes  in 
izt  with  injured  artery  walls.  Most  clots  dissolve.  But 
ets  in  clots  release  gi'owth  factors  that  stimulate  smooth 
\e  cells  to  overproduce  tissue  and  clog  blood  vessels, 
may  necessitate  a  second  procedure.  Anticlotting  drugs 
completely  effective  and  may  cause  internal  bleeding, 
tal's  idea:  Coat  injured  artery  walls  with  a  polymer 
age"  that  dissolves  when  healing  is  complete.  A  liquid 
er,  licensed  fi-om  the  University  of  Texas  at  Austin,  is  in- 
into  the  artery.  A  light  beam  introduced  by  means  of  fi- 
ptics  hardens  the  liquid  to  an  ultrathin  film— thinner 
;hree  red  blood  cells.  Focal  is  also  testing  the  polymer 
3  a  protective  coating  to  prevent  adhesions  after  sui'gei\y. 
wise,  after  an  ovarian  cyst  is  removed,  for  example,  scar 
may  block  the  egg's  passage  fi'om  the  ovary  to  the  fal- 
tubes.  If  the  Food  &  Drug  Administration  approves,  hu- 
rials  with  the  polymer  will  begin  next  year. 


I'TBURH  IT, 

IT  TO  MAKE  CARS 


to  makers  are  test-driving  a  byproduct  from  paper- 
laking  for  use  in  cars.  Rockwell  International  Corp.'s  au- 
(ve  unit  will  try  out  a  material  made  from  lignin— a 
substance  that  makes  up  aliout  25%  of  most  woods— as 
ititute  for  some  of  the  resins  used  in  producing  plastic 
rts.  Currently,  an  estimated  16  million  tons  of  lignin  are 
"ated  annually  in  the  U.  S. 


Using  a  patented  process,  Lenox  Resour-ces  Ltd.  in  Port  Hu- 
ron, Mich.,  separates  lignin  from  a  !>lack  liquid  waste  that  pa- 
per plants  generate.  Adding  special  chemicals  turns  the  lignin 
into  a  resin  that  may  one  day  replace  more  expensive  and  tox- 
ic ones  such  as  epoxy,  phenolic,  and  urethane  resins.  Lenox 
and  Rockwell  recently  signed  an  agreement  for  Lenox  to  pro- 
vide chemical  expertise  and  materials  that  Rockwell  will  use  to 
develop  plastic  materials  and  components  for  the  automotive 
market. 


CRAFTY  CRYSTALS- 
JUST  AS  SMALL  AS  THEY  CAH  BE 


It  isn't  yet  nanotechnology— patching  things  together  atom  by 
atom— but  University  of  Georgia  researchers  believe  they're 
close.  Chemist  Michael  Duncan  and  graduate  student  Jeffrey 
S.  Pilgrim  have  discovered  a  way  to  gi'ow  tiny  crystals,  meas- 
ured in  mere  billionths  of  a  metei',  which  may  prove  useful  in 
making  both  semiconductor  chips  and  catalysts.  Dubbed  nano- 
crystals,  these  flyspeck  crystals  can  contain  the  al)Solute  min- 
imum number  of  atoms— 27— for  cubic  structures  composed  of 
two  elements  such  as  carbon  and  a  metal. 

The  nanocrystals  are  produced  by  vaporizing  titanium  or 
other  metal  by  zapping  it  with  a  laser,  then  mixing  the  metal 
vapor  with  methane,  a  gas  that  contains  carbon.  If  the  re- 
search proceeds  smoothly,  Duncan  says  it  could  ultimately 
be  possible  to  gi'ow  metal-carbon  structures  that  would  be  far 
smaller  than  transistors  on  today's  microchips.  As  catalysts,  ti- 
tanium-carbon nanocrystals  should  be  vastly  more  efficient 
than  anything  now  known.  That's  because  the  key  to  cataly- 
tic processes  is  the  amount  of  surface  area  exposed  to  the  re- 
action—and shrinking  the  size  of  catalyst  molecules  increases 
their  surt'ace-to-volume  ratio.  Duncan  cautions,  though,  that  his 
work  is  "still  very  fundamental,  and  it's  not  sure  when,  if 
ever,  it  will  become  practical." 


10,000  PCs 
UHDER  THE  SEA? 


Charles  Darwin  was 
content  to  use  a  pen 
and  paper  to  record  his 
field  data.  But  soon,  ma- 
rine biologists  may  count 
fish,  check  maps,  and  di- 
agnose equipment  flaws 
with  an  underwater  per- 
sonal computer.  The 
WetPC  was  originally  de- 
veloped by  Bruce  W. 
Macdonald,  a  marine 
technologist  at  the  Aus- 
tralian Institute  of  Ma- 
rine Science  in  Towns- 
ville,  Queensland,  to  survey  the  Great  Barrier  Reef. 

Macdonald  mounted  the  computer  right  on  the  diver's  tank. 
Cables  run  from  the  tank  to  a  mask-mounted  display  and  a 
chest-mounted  keyboard.  If  linked  to  an  underwater  modem, 
the  computer  can  communicate  with  other  WetPCs  and  comput- 
ers on  the  surface,  cutting  down  on  expensive  time  spent 
underwater.  Internode,  another  Australian  company,  is  using 
the  WetPC  to  develop  a  navigation  system  that  calculates  the 
diver's  position  to  within  10  centimeters,' using  feedl)ack  from 
three  transmitters.  The  big  market:  underwater  maintenance 
of  offshore  oil  rigs.  Sales  over  the  next  five  years  might 
reach  10,000  units,  or  $270  million,  Macdonald  estimates. 
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Health 


VITAMINS:  SIFTING  THROUGH 
THE  CURE-ALL  CLAIMS  .... 


B 


oLstered  by  an 
aging  population 
and  a  push 
for  preventive 
health  care,  vita- 
mins have  grown 
into  a  S4  billion  in- 
dustry, promising 
weapons    againM  / 
everything  froi: 
colds  to  cancer.  It 
no  small  measure  ui 
their  importance 
that  vitamins  have  - 
come  under  intense  ' 
scrutiny    from  the 
Food  &  Drug  Admin- 
istration, which  wants 
to  impose  standards  on 
content    and  health 
claims.  This  effort  i> 
bitterly  opposed  by  vi- 
tamin   makers,  who 
want  to  continue  to  po- 
lice themselves,  and  by 
users  who  fear  losing 
easy  access  to  prcxiucts. 

Yet  even  as  the  op- 
posing forces  duke  it 
out  in  the  "war  of  the 
rose  hips,"  the  popular- 
ity of  nutritional  sup- 
plements is  growing. 
Devotees  go  so  far  as 
to  swear  that  vitamins 
can  restore  gray  hair 
to  its  former  color  and 
let  you  lose  weight 
while  you  sleep,  even 
though  much  of  the  ev- 
idence is  more  anecdo- 
tal than  scientific. 

Sorting  through  the 
health  claims  is  difficult 
even  for  the  authorities. 
Hoping  to  clear  up  some  of 
the  confusion,  the  government 
is  sponsoring  a  number  of  vi- 
tamin studies.  Already,  the 
FDA  has  a{)proved  claims  that 
calcium  supplements  can  re- 
duce bone  loss  due  to  osteo- 
porosis, and  that  daily  doses 
of  0.4  mg  of  folic  acid  for 
pregnant  women  can  prevent 
neural-tube  liirth  defects  of 


the  spine  and  brain,  such  as 
spina  bifida. 

More  exciting  is  the  latest 
research  showing  that  beta- 
carotene  and  vitamins  E  and 
C  may  help  cut  the  risk  of 
heart  disease  and  some  can- 
cers. The  theory  is  that  as 
antioxidants,  these  substances 
stymie  the  formation  of  free 


radicals— molecules  that  are 
missing  an  electron,  a  void 
they  fill  by  robbing  other  tis- 
sues, thereby  damaging  them. 
Antioxidants  have  extra  elec- 
trons they  donate  to  fi'ee  rad- 
icals, which  halts  the  damage. 
For  example,  vitamin  E  seems 
to  prevent  "bad"  (low-density 
lipoprotein)  cholesterol  from 
oxidizing,  or  losing  an  elec- 


tron, and  bindir.- 
tery  walls.  Ar. 
cent   study  ir. 
suggests  the  mi:  • 
lenium  may  re^ : 
risk  of  some 
But  this  may  r. 
in  the  U.  S.  bee 
study  used  a 
deficient  popu!; 
NEON  UGHTS.  > 
hesitate  to  vu 
some  results  in/ 
domized  testint: 
The  risk  of  disi 
have  dropped  i'  ■ 
participants  bt  ' 
lifestyle— not  * 
min.  "We  can't 
that  some  of  thi- 
is  due  to  won:- 
men]  being 
more  health-ci^: 
-ays  Dr.  JoAn; 
co-director  of 
health  at  Bosi^  ■ 
ham  &  Wonn 
pital,  who  fo;: 
tive  result- 
cardiovasciik 
nt  nurses  u^. 
I  ixidants. 

Even  if  f: 
-earch  bt-; 
'•laims,  nuti 
and  scienti- 
—    you  shoulf  I 
ting  most 
nutrient.- 
healthy  (in 
er  than  i 
ping.  "Yn! 
.-muke   and  !)■ 
weight  and  tak' 
not  have  to  wn 
more,"  says  Jeffrey  B; 
associate  director  of  i  : 
Drug  Administration'- 
Nutrition  Research 
Aging  at  Tufts  Univt 
high-fiber  diet  containi: 
daily  servings  of  frui 
vegetables  should  pre 
equate  antioxidants- 
for  E,  which  can't  1 
sumed  in  food  in  doses  ■ 
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,hose  used  in  tests  (100  to 
international  units), 
'itamin  proponents  such  as 

Earl  Mindell,  author  of 

Vitamin  Bible,  go  further, 
ing  that  the  government 
jld  do  more  to  keep  people 
(1  eating  unhealthy  foods, 
jy  should  put  a  giant  neon 

on  fast-food  restaurants 
ng:  'This  food  is  danger- 
to  your  health,' "  he 
i.  It's  unrealistic  to 
k  most  people  will 
properly,  he  adds, 

vitamins  provide  a 
:  of  insurance. 

0  hedge  your  bets, 
might  want  to  take 
ally  multivitamin 

1  minerals.  Tuft's 
nberg  favors  multi- 
mins  with  one  to 
times  the  U.  S.  rec- 
lended  daily  allow- 
!.  The  Center  for 
nee  in  the  Public 
rest  in  Washington 
mmends  adding 
)xidants.  "Most  sci- 
>ts  are  still  gun-shy 
t  recommendations 

the  evidence 


.use 

conclusive,"  says 
lie  Liebman,  cspi's 
:tor  of  nutrition, 
many  are  taking 
xidants,  E  especial- 
lemselves."  She  ad- 
tes  the  levels  em- 
3d  in  tests:  100  to 
lU  of  E,  25,000  lu 
eta-carotene,  and, 
use  the  evidence  is 
?er  for  C,  250  to 
ng— enough  to  sat- 
i  body  tissues. 
SUBSnniTE.  It  may 
leaper  to  buy  your 
xidants  separately 
your  multivitamin, 
be  sure  to  distin- 
1  between  vitamin 
nd  beta-carotene, 
1  are  often  lumped 
her  as  one  dosage. 
J  beta-carotene 
s  as  much  A  as  you  need, 
med  A  (listed  as  fish  oil, 
,te,  or  retinol)  isn't  neces- 
It's  not  an  antioxidant  and 
le  toxic  in  high  doses, 
s  important  to  get  at 
the  following  minerals 
your  vitamin  supple- 
.s:  iron,  zinc,  copper, 
aium,  selenium,  and  mag- 
jjlim,  according  to  CSPI. 


Most  people  get  other  nutri- 
ents such  as  phosphorus,  bio- 
tin,  and  chloride  from  food. 
Above  all,  be  wary  of  taking 
too  much  of  any  one  nutrient. 
While  healthful  in  moderation, 
some  nutrients  disrupt  the  ef- 
fects of  others.  And  realize 
that  "we  need  to  know  more 
about  people  taking  large 
amounts  over  a  long  time," 


be  getting  enough  D  fi'om  the 
sun  in  winter  and  hence 
should  take  up  to  400  lU. 

CSPI  is  one  of  the  few  or- 
ganizations that  can  provide 
some  signposts  in  the  health- 
supplement  jungle.  Another 
source  is  the  Consumer  Nu- 
trition Hotline  (800  366-1655), 
backed  by  the  American  Die- 
tetic Assn.  It's  staffed  by  a 


GETTING  THE  PROPER  DOSAGE 


COMMON  OSAGE 

VS.  RECOMMENDED 

DAILY  ALLOWANCE  TOXICITY 


VITAMIN  A 


Promotes  good    Up  to  5,000IU   More  than  1 0,000   Beto-corotene  is 
vision,  fortifies     (RDA  5,000lU)  lU  con  cause  liver  preferable 
mucous  damage,  possibly 


membranes 


Strengthens 
nervous  system 


birth  defects 


VITAMIN  B  COMPLEX 


Can  cause  neuro-    Take  as  group 
logical  damage       to  avoid  imbalance 


BETA-CAROTENE 


May  help  prevent  15-30mg 
cancers  and  (No  RDA) 
heart  disease 


Too  much 
may  turn 
skin  orange 


VITAMIN  C 


Better  source  of 
vitamin  A  than 
premade  A 


May  help 


,      ,  ,  Above  5,000mg      Best  to  buy 

Drevent  cancer,    lOOOmg  may  cause  diar-      the  kind  v/ith 

leart  disease,     (RDA  60mg)      rhea,  kidney  stones  rose  hips 


VITAMIN  E 


Fights  cancer  and  100-400IU  None 
heart  disease       (RDA  30IU) 


Natural  may  work 
better  than  synthetic 


DATA;  FOOD  S  DRUG  ADMINISTRATION,  CENTER  FOR  SCIENCE  IN  THE  PUBLIC  INTEREST,  fflf  VimtH  BIBLE 


says  Dr.  William  Harlan,  nu- 
trition coordinator  at  the  Na- 
tional Institutes  of  Health. 

Postmenopausal  women 
may  want  to  pay  special  at- 
tention to  getting  enough  cal- 
cium to  prevent  osteoporosis. 
Studies  suggest  that  vitamin 
D  helps  women  retain  cal- 
cium. CSPI  says  women  living 
in  northern  climes  may  not 


registered  dietician  who  can 
answer  questions  and  has  re- 
corded messages  that  relay 
nutrition  news. 

Otherwise,  cspi's  newsletter, 
Nutrition  Action,  which  mostly 
covers  food,  includes  some  valu- 
able giTidance  on  shopping  for 
vitamins.  For  one  thing,  you 
should  be  able  to  get  all  the  vi- 
tamins you  need  for  $10  a 


month.  Cheap  vitamias  are  just 
as  good  as  expensive  ones. 
Safeway  Central-Vites  are  iden- 
tical to  Centrum  yet  sell  for 
less.  All  supplement  makers 
buy  their  vitamins  and  minerals 
for  a  pittance  from  a  few  inter- 
national companies.  Marketers 
then  brew  up  whatever  doses 
they  like— you  can't  even  be 
sure  you're  getting  the  dose 
stated  on  the  label.  CSPI 
suggests  sticking  with 
the  brands  of  big  nation- 
al retailers  such  as 
Kmart,  Wal-Mart,  and 
Safeway,  which  are  fairly 
stringent  about  vitamin 
content. 

E  CHOICE.  Ignore  claims 
about  natural  ingre- 
dients—except with  nat- 
ural E,  which  the  body 
metal)olizes  better  than 
synthetic  versions,  ac- 
cording to  some  studies. 
Look  for  d-alpha-tocoph- 
eral  (not  dl-)  on  the  la- 
bel if  you  want  natural 
E.  But  even  synthetic 
E  seems  to  be  an  effec- 
tive antioxidant. 

Check  the  rate  at 
which  vitamins  dissolve 
in  the  stomach.  Some 
have  been  known  not  to 
dissolve  or  l)e  absorbed, 
hence  providing  no  ben- 
efit. The  U.  S.  Pharma- 
copoeia, which  sets  stan- 
dards for  drug  com- 
position, offers  dissolu- 
tion rates  that  some  vi- 
tamin makers  have 
adopted  voluntaiily.  Wa- 
ter-soluble vitamins 
such  as  the  Bs  and  C 
should  dissolve  in  30  to 
45  minutes.  Standards 
for  fat-soluble  vitamins 
(A,  D,  and  E)  should  be 
issued  in  1994.  Accord- 
ing to  CSPI,  all  vitamins 
made  by  P.  Leiner  Nu- 
tritional Products— 
about  half  of  the  store- 
labeled  brands— dissolve 
well. 

In  the  future,  it  may  be 
easier  to  evaluate  what's  in  a 
vitamin  bottle  and  how  it  can 
help  you.  For  now,  there  ap- 
peal's to  be  little  risk  in  taking 
supplements  in  moderate  dos- 
es. At  worst,  you'll  simply  en- 
rich the  vitamin  makers.  At 
best,  you'll  improve  youi"  qual- 
ity of  life.  Pam  Black 
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Smart  Money 

PART  STOCK,  PART  BOND: 
HYBRIDS  WITH  YIELD  APPEAL 


You're  starving  for  higher 
income  but  don't  have  the 
stomach  to  play  the  stock 
market.  Those  3%  rates  on 
certificates  of  deposit  don't  of- 
fer much  nourishment,  and 
bond  yields  are  nothing  to 
brag  about.  Individuals  may 
find  an  appetizing  alternative 
in  convertible  preferred 
stocks,  hybrid  securities  with 
characteristics  of  both  stocks 
and  bonds. 

Convertible  prefeireds  can 
be  exchanged  any  time  for  a 
fixed  number  of  common 
shares  in  the  same  company. 
The  api^eal:  Preferreds  pro- 
vide superior  yields  and  a  bet- 
ter credit  standing  than  ordi- 


A  PREFERRED 
SAMPLING 


BA... 

AMERICA  $58.25  5.6%  27% 
COOPER 

INDUSTRIES      31.63  5.1 

DELTA  AIR  LINES  57!50  6^1 

FORDMOTOR   104.13  4.0 

GME  56.50  si 

0ATA:KI0DEIi,PtABOOV&CO. 


nary  stocks,  yet  the 
convertible  featm-e  offers  the 
chance  to  profit  if  the  underly- 
ing commons  appreciate. 
Through  the  first  three  quar- 
ters of  1993,  according  to  Kid- 
der Peabody,  total  returns  on 
newly  issued  convertible  pre- 
ferred stocks  have  outpaced 
their  underlying  commons 
16.02%  to  12.76%. 
LONG  HAUL.  Convertible  pre- 
ferreds ai"e  usually  less  risky 
than  ordinary  shares,  though 
they'll  return  less  when  a 
stock  takes  off  than  if  you  had 
bought  common  shares  to  be- 
gin with.  "A  ty]3ical  convert- 
il)le  will  give  you  66%  to  75% 
of  the  upside  appreciation  of  a 
common  stock  but  only  33% 
to  35%  on  the  downside,"  says 
Richard  Ng-Yow,  a  convert- 


ible-securities analyst  at  Kid- 
der Peabody. 

He  favors  Ford  Motor's  con- 
vertible preferreds,  which 
boast  a  4%  dividend  yield,  vs. 
2.6%  for  Ford's  common.  The 
yield  is  especially  attractive 
given  that  the  premium  you 
pay  for  the  convertible  is  just 
4%  above  the  common-stock 
value.  While  the  common  was 
trading  recently  at  6V/2,  the 
convertible  preferred  was  at 
104,  and  each  convertible 
share  could  be  exchanged  for 
L63  common  shares. 

Ng-Yow  recommends  con- 
vertibles that  have  a  break- 
even point— the  time  it  takes 
for  the  convertible's  cuirent 
yield  advantage  to  re- 
coup the  premiimi— of 
three  to  four  years. 
Since  the  issuing  com- 
pany can  call  a  con- 
vertible for  redemp- 
tion—usually after  the 
common  stock  appre- 
ciates—investors who 
want  to  enjoy  higher 
yields  over  the  long 
haul  should  seek  call- 
protection  provisions  of 
three  years  or  more. 
Ford's  convertibles 
can't  be  called  until 
Dec.  7,  1997;  Delta  Air  Lines' 
can't  be  called  before  June  24, 
1995,  and  then  only  if  the 
common  stock,  now  60,  has 
reached  82/k 

Tlie  hybrids  do  caiTy  risks. 
Convertible  preferreds  are 
sometimes  issued  in  distressed 
situations  to  raise  capital 
when  the  stock  price  is  de- 
pressed, says  John  Wylie,  a 
portfolio  manager  at  Nicholas- 
Applegate  Capital  Manage- 
ment. So  investors  need  to 
sciiitinize  company  fundamen- 
tals as  they  would  with  any 
stock.  Also,  most  preferred 
dividends  are  fixed.  A  rise  in 
the  common  dividend  could 
wipe  some  shine  off  your  in- 
vestment, since  you  paid  for  a 
yield  advantage  that  no  longer 
exists.  Edward  Baig 


Autos 


A  SLICK  NEW 
SAAB— WITH 
GM  GUTS 


W 


hat  kinda  car 
is  that?"  was  a 
question  I  of- 
ten heard  when  I  was  a  kid. 
People  were  curious  about  the 
first  Saab  they  ever  saw— my 
dad's  red  Model  93.  In  the 
mid-'60s,  the  Swedish-built  car 
was  indeed  strange:  bug-eyed 
and  pear-shaped,  with  front- 
wheel  drive.  It  certainly 
wasn't  like  any  Chevy  or 
Ford,  or  even  the  vw  Beetle. 

Later  we  had  a  Saab  96, 
then  a  Model  95  wagon.  I've 
since  stayed  with  Saab,  with 
occasional  forays  into  makes 
from  Japan,  Germany, 
Britain,  and  Detroit.  In  the 
1980s,  my  wife  and  I  each 
drove  a  900,  and  we  now 
own  a  9000  CSE  Tiu'bo. 

So  when  Saab  launched  a 
new  900,  the  first  major  rede- 
sign in  15  years,  it  sparked 
my  interest,  especially  since 
General  Motors  had  bought 
50%  of  the  auto  maker  in 
1990.  Would  the  new  car  pre- 
serve the  special  mix  of  per- 
formance and  safety  as  well 
as  the  unique  Saab  design? 
Or  would  gm's  influence  make 
it  look  like  every  oth- 
er cookie-cutter  sedan? 

The  new  900S,  a  five-door 
hatchliack,  is  certainly  an  im- 
provement over  its  predeces- 
sor. It  maintains  quality  en- 
gineering, passenger  safety, 
and  high  performance,  and  it 
no  longer  seems  like  an  auto- 


motive oddball.  The  m  v 
retains  the  distinctive  > 
shape  but  has  a  much  sim 
er,  aerodynamic  look. 

Inside,  the  driver  sii  - 
er,  with  more  comfori 
control.  Ergonomics  ar( 
improved,  with  a  tek'M  u 
steering     wheel,  ro'u 
switches,  and  a  revanipi  ■ 
strument  cluster.  Then 
new,  one-touch  buttoii 
blackens  all  dashboanl 
except  for  the  speech 
easing  eye  strain  on  nii 
drives.  Yet  some  oddii 
main— the  ignition  s\\ 
still  located  between  th 
and,  in  this  digital  agi 
keeps  an  analog  clock 
center  of  the  dash. 
UNDER  THE  HOOD.  Th(  l> 
space  is  cavernous.  Foli  i  - 
the  rear  seats  fully 
with  the  older  900,  ynii 
carry  a  couch.  However 
seat  passenger  space  ; 
er  in  the  new  car,  espi  ■ 
in  the  middle  spot.  Stan 
safety  features  includi 
lock  brakes,  dual  air 
new  dead-bolt  securitx 
tern,    and    steel-reitil.  > 
doors.  An  optional  tnu 
control  system  great  I  \ 
proves  the  handling  mi 
roads. 

(;m's  influence  is  urn  lei 
hood,  where  enthusiasts 
long  felt  Saab  needed  :t 
cylinder  engine  option, 
valve  GM  six  ($2,295,  l!i- 
built,  170  horsepower  I 
provides  a  spirited  alii 
five  to  Saab's  traditional 
[leppy,  four-cylinder  en 
With  a  base  price  of 
and  a  short  list  of  op' 
the  900S  will  impre 
only  loyal  Saab  own(  1 
others  who  once  said: 
whatT  Tom 
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PERSONAL 


Our  pilots  have  to  fly 
over  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days. 
\  hich  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
round  the  world  about  forty  times.  (And  that 
as  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
le  best.  That's  why  we  use  the  very'  latest  in 
iation  technology.  Including  one  of  the  most 
odern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
iSOO-43  8-5000.  We'll  go  out  of  our  way  for  you. 


KSREANAIR 

the  spirit  ot  dedication." 


Iti 


en 
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What  do  we  have 
in  common  with  the 
major  brokerages? 

Credentials. 


Their  investment  experience.  Our  investment  experience. 


At  BA  Investment  Services,  a  subsidiary  of  Bank  of  America,  our  Investment  Specialists  have  spent  years 
in  tiie  business  of  investing.  In  everything  from  government  bonds  to  equity  mutual  funds.  We're  licensed 
to  sell  securities,  like  all  Wall  Street  brokerage  firms.  And  we're  a  member  of  the  New  York  Stock  E.Kchange. 

So  why  come  to  us  instead  of  another  brokerage?  In  short,  the  personal  attention  you  get  when  you  meet 
with  an  Investment  Specialist  at  your  BofA  branch.  Whether  your  needs  are  short  or  long  term,  for  income, 
tax  advantages  or  capital  growth,  we  make  it  a  point  to  tailor  e\  er\'  recommendation  to  the  goals  you've  set  for 
yourself  .And  go  over  the  details,  one  on  one. 

To  make  an  appointment,  just  call  1-800-404-BofA. 
ext.  10.  .And  work  with  a  broker  w  ith  an  uncommonly 
deep  commitment  to  personal  service. 

BA  Investment  Services,  Inc. 


C'/99i  BA  Investment  Services.  Inc.  (B.4!S)  is  a  registered  hrolier-dealer  and  member  NYSE  SIPC.  .Annuities  are  made  available  i 
Bank  of  .America  NT&S.A.  as  agent.  Securities  and  annuities  are  not  bank  deposits,  are  not  insured  by  the  FDIC  or  any  other  governm 
entit}-,  and  are  not  obligations  of  or  guaranteed  by  Bank  of  America  or  any  of  its  affiliates.  Investments  in  securities  and  annuiti 
involve  investment  risks,  including  possible  loss  of  principal.  B.AIS  is  a  wholly-owned  sithsidiaiy  of  Bank  of  .America  .\T&SA. 


•  Mutual  Funds  •  Stocks  •  Bonds 
.Annuities  •  Self-directed  IRAs  •  Money  Market  Funds 
•  US  Treasury  &  Municipal  Securities 
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ersonaTBusiness 


rcii  years  ago.  Bob  Ma- 
honey,  a  high-tech  con- 
sultant to  Shell  Oil  and 
,er  companies,  started  a 
iiness-oriented  electronic 
letin  board  in  a  spare  bed- 
m  in  his  Milwaukee  apait- 
nt.  He  used  his  life  sav- 
s  and  equipment  bought 
Shell  to  cobl)le  together 
system,  built  around  a  vin- 
■e  $5,000  IBM  PC;  a  $7,000, 
megabyte  hard  drive  stor- 
some  700  files;  and  a 
10,    1,200-baud  modem. 
)in  such  crude  beginnings, 
Exec-PC  board  has  blos- 
led  into  a  $1  million-a-year 
cern  run  out  of  an  office  in 
1  Grove,  Wis.  Mahoney  of- 
;  650,000  files,  from  busi- 
s  programs  to  games,  to 
•e  than  10,000  customers, 
)  log  on  for  $75  per  year, 
lahoney  is  part  of  a  bur- 
ning grass-roots  trend: 
le  53,000  public-access 
puter  bulletin  boards  have 
ing  up  in  North  America, 
rding  to  Jack  Rickard,  ed- 
of  Boardwatck  Magazine. 
9tin  boards  are  the  elec- 
ic  equivalent  of  clubhous- 
r  taverns,  places  where 
s  congregate  via  modem 
hare  software,  exchange 
sages  and  files,  and  chit- 
.  Some  board  owners, 
as  Mahoney,  make  mon- 
;  this,  but  it's  rare:  Rick- 
3stimates  only  about  5% 
lards  are  profitable,  with 
to  15%  breaking  even, 
operators  are  hobbyists 
want  to  schmooze  with 
tuter   comrades  about 
;d   passions,  anything 
model  railroads  to  bird- 
bing.   Frank  Mahoney 
Irish  Connection  out  of 
ome  in  Arlington,  Va., 
^ople  with  a  Celtic  bent. 
MO  A  HOOK.  Successful, 
l-topic  boards,  such  as 
PC  or  Aquila  BBS  in  Chi- 
offer  many  shareware 
that  users  can  try  out 
;  buying.  These  boards 
customer  service.  The 
to  attracting  users— 


Computers 

SO  YOU  WAHT  TO  BE  CHAIRMAN 
OF  THE  (BULLETIN)  BOARD? 


whether  for  profit  or  fun— is 
finding  a  hook:  Nashville  Ex- 
change lets  you  complain  on- 
line to  the  mayor;  others  offer 
X-rated  material  or  a  way  for 
singles  to  connect. 

Starting  a  board  is  relative- 
ly simple  and  inexpensive. 
You'll  need  a  spare  PC,  but 
even  an  antiquated  IBM  XT  will 
handle  the  chores  of  a  one-  or 
two-line  system.  A  slowpoke 
modem  (1/200  or  2,400  baud) 
will  do  fine,  though  speedier 
modems  (14,400  baud)  are 
ever-cheaper  and  make  a  big 
difference  in  performance.  A 
separate  modem  is  required 
for  every  phone  line,  but  mak- 
ers offer  steep  discounts  for 
system  operators. 


Software  that  answers  the 
phone  and  lets  callers  get  ac- 
cess to  files  can  be  obtained 
at  little  cost.  Tyros  can  down- 
load $35  to  $100  shareware 


PEW  OPERATORS 
MAKE  MONEY. 
MOST  LOVE  TO  GAB 
WITH  PC  COMRADES 


programs  on  CominiServe  or 
other  on-line  services.  The 
RBBS-PC  program  may  be 
downloaded  and  used  for  free. 

The  leading  commercial 
software   packages  include 


Wildcat  BBS  (800  999-9619), 
Remote  Access  (800  (548-9800), 
Searchlight  (800  780-Lite),  Ma- 
jor BBS  (800  328-1128),  TBBS 
(303  699-6565),  and  PCBoard 
(800  356-1686).  Wildcat,  which 
Rickard  ranks  along  with 
Searchlight  as  a  good  choice 
for  beginners,  costs  $129  for  a 
single-line  system,  $249  for  10 
users,  and  $799  for  256. 
LIST  KEEPERS.  Newcomers 
should  think  small.  You'll  pay 
the  phone  company  about  $15 
per  month  for  each  dedicat- 
ed line,  which  can  typically 
handle  about  35  calls  a  day. 
Says  Dan  Linton,  owner  of 
Software  Creations  BBS,  which 
markets  shareware:  "People 
think  when  they  plug  in  a 
modem,  the  lights  will  go  on 
'round  the  clock.  When  we 
started,  we  got  three  calls  a 
week." 

Indeed,  just  because  you 
build  a  system  doesn't  mean 
callers  will  check  you  out.  For 
one  thing,  people  have  to 
know  your  board  exists,  so 
you'll  need  to  get  onto  a 
board  list  in  yoiu"  area.  Board- 
watch  publishes  names  of  re- 
gional and  special-topic  list 
keepers. 

Once  folks  start  calling,  you 
can  easily  spend  hours  an- 
swering messages,  moving 
around  files,  and  fixing  hard- 
ware glitches.  Operators  of- 
ten search  boards  in  other  ar- 
eas for  the  hottest  shareware 
programs  to  offer  their  own 
customers.  You  can  also  pur- 
chase shareware  on  CD-ROM. 
Night  Owl's  Publisher  (800 
682-7596)  sells  a  600-megabyte 
CD-ROM  disk  containing  about 
5,000  files  for  $49. 

If  you  want  your  board  to 
thrive,  commitment  certainly 
counts.  Says  Bob  Mahoney: 
"Ask  yourself:  It's  Super  Bowl 
Sunday,  you're  going  to  a  par- 
ty, and  you  can  taste  the 
chips.  Then,  before  the  game 
starts,  the  system  crashes. 
What  do  you  do?  If  the  an- 
swer is  you'll  fix  it,  start  a 
board."  Edivard  Baig 


Worth  Noting 


I))']' I  MONEY.  As  of  Dec. 
i0  5  Federal  Deposit  Insu- 
Corp.  will  no  longer 
itee  each  retirement  ac- 


count at  a  single  bank  for  up 
to  $100,000.  Instead,  it  will 
cover  all  your  individual  re- 
tirement accounts,  Keoghs, 
and  simplified  employee  pen- 
sions combined  for  a  maxi- 
mum of  $100,000  at  anv  one 


institution.  If  you  exceed  the 
limit,  make  sure  your  bank  is 
sound.  Veribanc  (800  44 
BANKS)  will  check  your 
bank's  health  for  $10. 
■  NANNY  TALK.  There's  a  new 
newsletter  serving  families 


that  employ  in-home  child  care. 
Bimonthly  Nanny  News  ($14.95 
a  year)  includes  articles  on 
maintaining  privacy,  the  effects 
of  health  refoiTn,  and  childhood 
development.  For  a  free  copy, 
call  800  M4  NANNY. 


BUSINESS 


BUSINESSWEEK/NOVEMBER  22,  1993  141 


Tuesday 
21 


22  ""f 


-5  -^Vv 
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)mart  business  people  recognize  value  for  money.  1994 
BusinessWeek  planners,  at  30%  off  the  regular  price,  represent 
real  value  for  money.  Available  separately  or  in  matching  black 
skived  leather  Sets.  The  design  is  sleek  yet  practical,  with 
13-month  calendars,  week-to-view  appointment  spreads,  and 
comprehensive  travel  &  business  information  sections. 
These  are  planners  with  a  plus. 

On  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
this  in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner 
Only  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
British  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
guards,  and  silver-edged  pages.  Full 
name  stamping  is  complimentary. 


For  details  on  customization  options  and  special 
quantity  discounts  call  Amanda  Kane  on  201-461-0040 
Materials  and  workmanship  fulh  ^uarantfrd  or  your  money  back 


U.SA  Oedil  lard  helpers  mav  rail 

TOLL-FREE  800-247-2570 

In  luwa  K00-362-2H60 
Ask  Operator  IS  for  Dept  BC4HP4 
We  honor  .AmEx'DiDers'Visa/MasterCard 


Desk  Pla 
Pocket  Pil 

6'/8"  X  ] 

Wallet  Pi 
7^1  a" 


Name  ( Mr/Mrs/Ms)_ 

Company  

Address 


City 


State/Country 


Zip/Postcode_ 
Job  Title 


Tel 


□  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
customization  options 

full  name  for  blockmg_  

Clip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER, 

Dept  Br4HP4  PO  BoxL597,  Fort  Lee.  NJ07n24.  USA  Fax  20!  461  9808  or 

P  O  Box  13.  Great  Missenden,  Bucks  HPI6  OPZ  ENGLAND  Fax  44  494  890757  or  Suite  C,  22nd 
Floor,  Yiko  Industrial  Building.  10  Ka  Yip  Street.  Chaiwan.  HONG  KONG  Fax:  852  5589246 


Item 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Mack  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


BW210 


BW207 


BW204 


BWlOl 


Regular  Price 


US$95  00 


Your  Price 


US$32.95 


US$24.95 


US$12  95 


US$95  00 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner,  Boxed  for  gift  presentation  with  complimentary  silver  blocking  of 
your  name  on  both  items) 


Pnces  include  delivery  by  surfa-e  mail 
but  do  Dot  LOciude  local  duties  or  taxes 
Delivery  rommenres  September  1993 


Personalization  US$4  75  per  item 


Handling  &  Packing  US$2  25  per  item 


n  Check  enclosed  payable  to  "BusinessWeek  Planner' 
n  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  Charge  to   □  Aali    □  Diners  Club   □  Visa    □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 


Card  No 
Expiration  Dat 


Total  US 


1 


ilMliT4:!^V/^!iriT> 


PRODUCTION 

lange  from  last  week;  0.3% 
lange  from  last  year:  6.2% 
}S  


1967=100  (four-week  moving  averoge 


Oct.  30 
193.0 


LEADING 

Cfionge  from  last  week:  0% 
Change  from  last  year:  7.8% 
235   


Oct.  30 
235  1 


Oct.  23 
192  4 


230  . 


225. 


220. 


Nov 
1992 


Mor 

1993 


July 
1993 


Oct 
1993 


215 


mil 


Oct.  23 
235.2r 


Nov 
1992 


July 
1993 


Oct 
1993 


le  production  index  increosed  during  the  week  ended  Oct,  30.  On  a 
□sonally  adjusted  basis,  output  of  autos,  crude-oil  refineries,  poperboard,  and 
per  rose.  Steel,  trucks,  electric  power,  and  coal  production  declined,  while  lumber 
tput  and  rail-freight  traffic  were  unchanged.  Before  calculation  of  the  four-week 
tving  average,  the  index  fell  to  192.8,  from  193.3.  The  index  for  all  of  October 
e  to  193,  from  191.2  in  September. 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc 


The  leading  index  fell  for  the  week  ended  Oct.  30.  It  was  the  first  decline  since 
Apr.  10.  Declines  in  stock  prices  and  slower  growth  in  real  estate  loans  and  M2, 
along  with  higher  bond  yields,  offset  small  improvements  in  the  growth  of  materials 
prices  and  business  failures.  Before  calculation  of  the  four-week  moving  average,  the 
index  dropped  sharply,  to  233.4,  from  235.3.  For  the  month  of  October,  though, 
the  index  stood  at  235,  up  from  233,8  in  September. 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 


ODUCTION  INDICATORS 


latest 
week 

Week 
ogo 

%  Change 
year  ago 

;L  (1  l/6)tf)ous.  of  net  tons 

1,834 

1,910# 

8.1 

OS  (11/6)  units 

133,876 

135,499r# 

9.2 

CKS  (11/6)  units 

1 13,158 

1 13,947r# 

24.8 

TRIC  POWER  (11/6)  millions  of  kilowatt-hours 

56,331 

53,836# 

2.9 

DE-OIL  REFINING  (ll/6)thous.ofbbl./day 

13,624 

13,708# 

0.6 

I  (10/30)  tfious.  of  net  Ions 

18,384# 

19,445 

-3.0 

RBOARD  ( 1 0/30)  thous.  of  tons 

862.6# 

830.9r 

8.2 

R  (10/30)  thous.  of  tons 

814.0# 

800.0 

1.6 

5£R  (10/30)  millions  of  ft. 

483.6# 

490.4 

-0.4 

FREIGHT  ( 1 0/30)  billions  of  ton-miles 

23.0# 

23.2 

4.1 

ces:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
can  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
erican  Railroads 


^M!li.y^!M!M 


Latest 
week 

Week 
ago 

Year 
ago 

iESE  YEN  (11/10) 

107 

107 

124 

IAN  MARK  (11/10) 

1.70 

1.70 

1.57 

>H  POUND  (11/10) 

1.47 

1.48 

1.54 

,  :H  FRANC  (11/10) 

5.91 

5.91 

5.31 

[  DIAN  DOLLAR  (ii/io) 

1.31 

1.31 

1.26 

;  FRANC  (11/10) 

1.50 

1.50 

1  42 

AN  PESO  (11/10)' 

3.151 

3.113 

3.1 10 

5s:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U.S.  dollar,  exce 
expressed  in  dollars 

pt  for  British 

■CIS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

(11/10)  $/troyoz. 

374.900 

363.550 

13.2 

JCRAP  (11/9)  #1  heavy,  $/ton 

137.50 

131.50 

54.5 

TUFFS  (11/9)  index,  1967=100 

215  5 

215  6 

10.2 

'H  (11/6)C/lb. 

82  8 

84  4 

-20.5 

'illUM  (ll/6)</lb. 

49.5 

50.6 

-5.9 

;  (11/6)  #2  hard,  $/bu. 

3.50 

3.38 

-4.1 

11(11/6)  strict  low  middling  1-1/16  in.,  C/lb. 

56.24 

56.25 

13.9 

■  (!  London  Wednesday  final  setting,  Chicago  ma 
K  ansas  City  market,  Memphis  market 

ket.  Commodity  Research  Bureau,  Metals 

Utest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (ii/5)S&P500 

463.52 

465.73 

10.6 

CORPORATE  BOND  YIELD,  Aaa  (ii/5) 

6.85% 

6,73% 

-15.6 

INDUSTRIAL  MATERIALS  PRICES  (11/5) 

94.0 

94  4 

-2.4 

BUSINESS  FAILURES  (10/29) 

330 

339 

-16.5 

REAL  ESTATE  LOANS  (io/27) billions 

$404  6 

$407.4r 

0.4 

MONEY  SUPPLY,  M2  (10/25)  billions                   $3,498  2 

$3,504  1r 

1.0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/23)  thous. 

348 

351 

-3.3 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index  198CH100),  Dun  &  BracJ- 
streel  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loons 

IS 

:: 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Oct ) 

193.0 

191. 2r 

6.2 

12  LEADING  INDICATORS  COMPOSITE  (Oct )  index 

235.0 

233. 8r 

7.8 

EMPLOYMENT,  CIVILIAN  (Oct )  millions 

119  9 

1 19.5 

1.9 

UNEMPLOYMENT  RATE,  CIVILIAN  (Oct.) 

6.8% 

6.7% 

-8.1 

Sources:  BW,  CIBCR,  BIS 

1! .  'li^.ivii'i.  ■T^^^m^^^m 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (10/25)                       $1,1 16.0 

$1,1  18.2r 

10.6 

BANKS'  BUSINESS  LOANS  (io/27) 

270  7 

271.0 

-2.8 

FREE  RESERVES  (10/27) 

843r 

670r 

-n.5 

NONFINANCIAL  COMMERCIAL  PAPER  |io/27) 

158.9 

161  1 

8  6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (ii/9) 

2.95% 

3.02% 

2.91% 

PRIME  (11/10) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (ii/9) 

3  39 

3.37 

3.59 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (ii/io) 

3  33 

3.37 

3.52 

EURODOLLAR  3-MONTH  (ii/5) 

3.35 

3.29 

3.46 

Sources:  Federal  Reserve  Board,  First  Boston 


Ita  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
im  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  marketvolue     NA=Nol  available     r=revised     NM  =  Nol  meaningful 
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V— X  LE  GRAND 

Lifetime  Mechanical  Warranty 


Available  at 


1-800-227-9477 
or  call  1-800-556-7354 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  ore  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  Laboratories  129 
Adobe  Systems  98 
Advance  Publications  44 
Aetno  40 
AGIP  56 
Air  Methods  124 
Airbus  Industrie  64 
Alcatel  Alsthom  56 
Allen  Osborne 

Associates  1 37 
Anheuser  Busch  78 
Apple  Computer  50,  98,  1 10, 

128 

Arby's  40 

AT&T  40,88,93,98 

Austin  Galleries  74 

B 


Babylon  12 
Banco  Commerciale 

Itoliono  56 
Boring  Securities  106 
Baxter  Healthcare  12 
Baxter  International  129 
Bear  Stearns  6,  32 
Bell  Atlantic  40,  106 
BellSouth  44 
Ben  &  Jerry  s  48 
Best  Feed  &  Form  Supplies  40 
Block  &  Decker  50 
Blue  Chip  Growth  Fund  1 14 
BMW  28 
BNP  56 
Boeing  64 
Borden  78 
Boston  Chicken  52 
Bristol  Myers  Squibb  128 
British  Airways  64 
Burlington  Resources  1 14 


Col-State  Lumber  40 
Copitol  Appreciation 

Fund  114 
Cosio  98 
Coterpillor  40 
Cemex  40 
Cetus  129 

Channel  Marketing  98 
Chevy  139 

China  Southern  Airlines  64 
Chiron  129 
Chrysler  Capitol  74 
CIFRA  40 
Cinemark  USA  40 
Circle  Fine  Art  74 
Citicorp  114 
Citrix  Systems  93 
Combined  Properties  96 
Comcast  44 
Comerico  Bonk  28 
Compaq  98 
CompUSA  88 
CompuServe  141 
Concord  Camera  124 
Converse/Foot  Locker  88 
Corning  28 
Cox  Enterprises  44 
C.R.  Bard  28 
Credito  Itoliano  56 
Crown  Books  96 


DaiwQ  Securities  106 
Dart  Group  96 
Data  Generol  52 
Dean  Foods  40 
Dean  Witter  Reynolds  28 
Dell  Computer  98 
Delta  Air  Lines  139 
Destiny  I  Fund  114 
Deutsche  Bank  56 
Digital  Equipment  50,  93 
Dime  Savings  Bank  46 
Domino's  Pizza  40 
Donaldson,  Lufkin  & 

Jenrette  6 
Dongsuh  Securities  120 
Dyansen  74 


EFIM  56 

Encore  Computer  52 
ENI  56 
Enron  40,  118 
EO  98 

Equitable  Life  6 
Equity-Income  Fund  1 14 
Ericsson  (L.M.)  114 
ESG  Aviation  Services  64 


Federoted  Department 

Stores  50 
Fiat  56 

Fidelity  Investments  74,114 
First  American  Bonk  96 
First  Nationwide  6 
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Forecost  International  64 
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Hewlett-Packord  98,  110, 

128 
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Link  Resources  98 
Lockheed  50 

Lotus  Development  93,  128 
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Mocmillon  Publishing  44 
Magellan  Fund   1 14 
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Editions  74 
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McGrow-Hill  6,  30 
MCI  Communications 
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Nintendo  106 
Nissan  40 
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Packard  Bell  98 
Panasonic  40 
Paramount 
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PepsiCo  78,88 
Perkin-Elmer  129 
Philip  Morris  52 
Pirelli  56 

P.  Leiner  Nutritional 

Products  138 
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Price  Waterhouse  128 
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Promus  114 
Prudentiol  Securities  78 
Puritan  Fund  114 


QVC  Network  44 
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Rockwell  International 
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Rolls-Royce  64 
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Samsung  Electronics  1 
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Management  124  | 
SBC  World  Growth  FuiJ 
Sega  Enterprises  106  \ 
Seguros  Monterrey  40 
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Unix  System  Loborc] 
Upper  Deck  88 
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rivestment  Figures  of  the  Wee 


IMENTARY 

Its  held  their  own  this  week, 
ite  continued  upward  pres- 
on  interest  rates  and  signs 
fhe  economy  was  expanding. 
3ow  industrials  climbed  al- 
24  points  on  Nov.  10  in  the 
math  of  the  clear  victory  of 
■President  Al  Gore  over  Ross 
t  in  the  NAFTA  debate.  The 
icon  stock  market  breathed  a 
of  relief— and  leaped  more 
80  points,  or  4%.  Tokyo,  on 
ither  hand,  cannot  pull  out  of 
ilspin.  The  Nikei  fell  6.5%  for 
<eek,  hitting  an  eight-month 


STOCKS 

Nov.      May      Nov.     Nov.  4-10 


-  .470      1 700 


BONDS 

Nov.      May      Nov.     Nov.  4-10 


THE  DOLIAR 

Nov.      May      Nov.     Nov.  3-10 


I"      ^  1586  48 


52-week  change 
+9.8% 


1  -week  change 
+0.2% 


52-week  change 
+  12.7% 


1-v/eek  change 
-0.7% 


52-week  change 
+  1.5% 


1  -week  change 
0.0% 


ARKET  ANALYSIS 

.  STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 

3663  6 

0.0 

13.1 

>IZE  COMPANIES  (S&P  MIdCap  Index) 

174  9 

0.9 

14.6 

LL  COMPANIES  (Russell  2000) 

257.0 

-0.1 

24.2 

:OMPANIES  (Russell  3000) 

267.6 

0  1 

11.2 

%  change  (local  currency) 

.EIGN  STOCKS 

latest 

Week 

S2-week 

)0N  (FINANCIAL  TIMES  100) 

3098.5 

-2.0 

14  9 

0  (NIKKEI  INDEX)  1 

8,121.7 

-6  5 

11.1 

INTO  (TSE  COMPOSITE) 

4269.5 

06 

29.9 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 


3.19% 
6.2 1  % 
2.75% 
22.5 


3.14% 
6.12% 
2.62% 
22  4 


latest  Week  ago 


S&P  500  26-week  moving  average  454.2 

Stocks  above  26-week  moving  overage  54.5% 

Speculative  sentiment;  Put/call  ratio  0.44 

Insider  sentiment:  Vickers  sell/buy  ratio  2.24 


3.14% 
7.67% 
2.96% 
22.8 

Reading 

453.5  Positive 
62  3%  Negative 
040  Positive 
2  38  Neutral 


DUSTRY  GROUPS 


I  change 


BRIDGE  INFORMATION  SYSTEMS  INC, 


I  change 


R-WEEK  LEADERS 

4-week 

S2-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

OES 

18.4 

-18.9 

REEBOK  INTERNATIONAL 

26.9 

9.6 

31  Vi 

TOMOBILES 

11.2 

65.5 

CHRYSLER 

14.3 

103.2 

54  % 

LD  MINING 

1 1.2 

67.2 

ECHO  BAY  MINES 

13.3 

148  8 

12  3/4 

TRUMENTATION 

9  9 

28.3 

PERKIN-ELMER 

1 1.7 

9  4 

33  ye 

JCKING 

9.8 

-4.3 

CONSOLIDATED  FREIGHTWAYS 

28.5 

26  5 

20  % 

t-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  cha 
4-week 

nge 

52-week 

Price 

.lUTION  CONTROL 

-16.9 

-34.5 

WMX  TECHNOLOGIES 

-20  3 

-40.4 

24 

AND  GAS  DRILLING 

-14.6 

7.9 

HELMERICH&  PAYNE 

-18.0 

17.4 

27% 

INSURANCE 

-12.8 

10.8 

TORCHMARK 

-19.9 

-18.5 

42  % 

ELS  AND  MOTELS 

-12.1 

77.2 

PROMUS 

-16.1 

230.4 

65  % 

lOR  REGIONAL  BANKS 

-11.1 

7.5 

FIRST  UNION 

-15.6 

4.7 

39  Ve 

TUAL FUNDS 


MORNINGSTAR  INC. 


>ek  total  return 

% 

LAGGARDS 

lour-week  total  return 

% 

;SCO  STRATEGIC  GOLD 

14.7 

DFA  JAPANESE  SMALL  COMPANY 

-14.1 

>TONE  PRECIOUS  METALS  HOLDINGS 

13.9 

CAPSTONE  NIKKO  JAPAN 

-9.3 

PRECIOUS  METALS 

12.7 

EQUITY  STRATEGIES 

-9.2 

(  total  return 

% 

52-week  total  return 

% 

'IGTON  STRATEGIC  INVESTMENTS 
ED  SERVICES  GOLD 
5  GROWTH 

221.5 
91.3 
87.5 

PILGRIM  CORPORATE  UTILITIES 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

JENSEN 

-17.4 
-13.1 
-8.4 

^-week  total  return 


r  -  .  ■  1  Average  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


>  amounts 

f  !nt  the  present 

J  >f  $10,000 

'  d  one  year  ago 

'  portfolio 

iges  indicate 

B  total  returns 


Foreign  stocks 
$14,262 

-3.41% 


Hi 


Treasury  bonds 
$12,549 

-0.25% 


Gold 
$11,370 

+3.58% 


U.S.  stocks 
$11,226 

-1.73% 


nil 


Money  market  fund 
$10,218 

+0.04% 


lis  page  ore  as  of 
>s  incfude  S&P  50i 


kel  close  Wednesday,  Nov,  10,  1993,  unless  otfierwise  indicated. 
500  companies  only,  performance  and  sfiare  prices  are  as  of  morket  close 


Nov.  9  Mutual  fund  returns  ore  as  of  Nov  5.  Relative  portfolios  are  \ 
explanation  of  this  page  is  available  on  request. 


ilued  as  of  Nov  9.  A  more  detailed 
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itorials 


NAFTA:  A  DEFININGMOM^^ 


On  Nov.  17,  Congress  will  cast  its  first  official  vote  on 
America's  role  in  the  post-cold-war  era.  The  vote  on 
the  North  American  Free  Trade  Agreement  is  not 
simply  about  Mexico  and  jobs:  It  is  a  referendum  on  the  na- 
tion's willingness  to  build  a  new  institutional  architecture  tor 
international  relations.  The  real  question  before  Congress  is 
whether  the  U.  S.  has  the  guts  and  vision  to  replace  the  dead- 
ly geopolitical  confrontation  of  the  cold  war  with  a  new  "geo- 
economic"  competition  based  on  open  markets,  fi-ee  trade,  and 

regional  alliances.  ^  ,   .   •  u 

Such  defining  moments  are  rare  in  history.  Only  twice  be- 
fore in  the  20th  century  has  Washington  faced  a  decision  ot 
such  magnitude.  Once  it  punted,  with  disastrous  results,  in 
1920  Congress  rejected  President  Woodrow  Wilson  s  request 
for  membership  in  the  League  of  Nations,  effectively  turn- 
ing the  nation  isolationist  and  protectionist.  The  Smoot-Haw- 
ley  Tariff  Act  followed,  triggering  the  Cxreat  Depression  and 
paving  the  way  for  World  War  II. 

The  horror  of  that  war  drove  home  to  America  the  disas- 
trous consequences  of  retreating  from  the  world.  Congi'ess 
voted  to  finance  the  Marshall  Plan  for  Europe,  create  NATO 
and  join  the  International  Monetary  Fund  and  the  General 
Agreement  on  Tariffs  &  Ti-ade.  America  took  the  leading  role 
in  constructing  the  international  organizations  that  defined 
the  next  half-century,  thereby  preserving  for  itself  relative 
peace  and  a  great  deal  of  prosperity.  . 

The  same  choice  between  global  leadership  and  pusillani- 
mous retreat  is  before  Congress  once  again.  A  bizarre  alh- 
ance  of  groups  is  pounding  away  at  the  30  or  so  Congress 
members  wavering  on  NAFTA.  They  are  led,  of  course,  by  the 
would-be  William  Jennings  Bryan  of  modern  day  America- 
Ross  Perot.  The  populist  poseur,  his  image  riding  across 
America's  TV  screens,  is  trying  to  rally  the  fearful  and  the 
wounded  to  fight  against  the  forces  ot  global  competition. 

THE  CHOICE  IS  LEADERSHIP  OR  RETREAT 


producers  are  a  threat  to  U.  S.  jobs  and  hving  standards, 
fact,  unions  are  really  saying  that  the  low  wages,  poor  em 
ronmental  and  safety  regulation,  and  lack  of  worker  righ 
that  inevitably  exist  in  the  less-developed  world  m  themselv 
constitute  unfair  trade  barriers.  By  that  logic,  unions  wou 
prefer  to  keep  tariffs  high-and  build  them  even  highei 
against  imports  from  all  the  ex-communist  and  statist  coi 
tries  that  have  converted  to  market  capitalism. 

And  they  are  not  alone.  The  French  are  making  simi 
noises  about  restricting  trading  to  high-wage  countries.  "I 
question  now  is  how  to  organize  to  protect  ourselves  fr 
countries  whose  different  values  enal^le  them  to  undercut  - 
said  Prime  Minister  Edouard  Bahadur  recently. 


V 


DEMOCRATIZING  MEXICO 


Just  as  Bryan  in  the  1890s  called  for  a  silver  standard  and 
inflation  to  defend  farmers  from  industrialization,  so  Perot 
calls  for  protectionism  to  save  workers  from  globalization  and 
technological  change.  Perot's  famous  quote  about  jobs,  the 
"giant  sucking  sound  from  the  south,"  is  the  eqmvalent  of 
Bryan's  "you  shall  not  crucify  this  nation  on  a  cross  of  gold. 
Like  Bryan,  Perot  offers  false  hopes  and  false  solutions.  ^ 
It's  not  that  the  pain  of  working  people  in  America  isn  t 
real  When  Pat  Buchanan  says  that  NAFTA  is  "an  insiders 
deal  among  the  transnational  elite,"  he  expresses  the  an- 
guish and  anger  felt  by  millions  of  blue-  and  white-collar  Amer- 
icans at  the  corporate  managers  who  ordered  huge  downsiz- 
ings  and  layoffs  in  recent  years.  While  many  top-rank  managers 
floated  off  on  golden  parachutes,  working  stiffs  on  assembly 
lines  and  in  offices  found  themselves  on  the  slippery  slope 
of  downward  mobility.  Sure  they're  angry. 

Yes  comi)etition  creates  dislocation,  but  labor  s  response 
to  global  competition  is  as  misguided  as  it  is  self-destructive 
Unions  are  not  simply  fighting  against  lower  tariffs  with 
Mexico.  They  are  arguing,  by  extension,  that  all  low-wage 


That  is  why  the  stakes  on  the  NAFTA  vote  are  so  high. 
French  are  already  balking  at  signing  the  Uruguay  Roi 
of  GATT  which  would  lower  tariffs  and  further  free  trs 
around  the  world.  A  "no"  vote  on  NAFTA  would  underm 
the  Clinton  Administration's  ability  to  complete  the  GATT 
gotiations  on  schedule  by  yearend. 

A  "no"  also  would  humiliate  the  President  as  he  meets  w 
the  heads  of  14  Asian  and  Pacific  nations  on  Nov.  18  m  S< 
tie  a  day  after  Congress  votes.  Many  Asian  businessmen  ] 
fess  to  worry  about  a  Fortress  America  excluding  their  pi 
ucts  and  would  like  Congress  to  vote  NAFTA  down.  The  nn 
sophisticated  leaders,  however,  realize  that  any  vote  m  t 
gress  against  free  trade  with  a  low-wage  country  is  as  m 
a  slap  at  them  as  at  Mexico. 

There  is  a  crisis  of  demand  around  the  world,  and  the 
lution  is  more  trade,  not  less.  Anti-NAFTA  forces  argue  " 
Americans  can't  compete  against  cheap  Mexican  labor, 
the  truth  is  that  Mexico  is  sucking  up  U.  S.  exports,  not  j 
Exports  to  Mexico  quadrupled  over  four  years,  to  $40.b 
lion  in  1992.  as  Mexican  tariffs  dropped. 

Mexican  President  Carlos  Salinas  de  Gortan  has  cui 
wage  hikes  to  cut  Mexico's  160%  inflation  rate  in  1988  to  , 
this  year.  That  done,  he  has  just  signed  a  pmto  with  I 
ness  and  labor  raising  workers'  wages  in  step  with  pro 
tivity  gains.  As  Mexico's  growth  speeds  up,  demanc 
American  goods  will  increase.  Higher  wages  also  will  ex] 
the  middle  class  and  spur  the  democratization  of  Mexic 
they  did  in  Korea  and  Taiwan. 

Finally,  President  Clinton  deserves  high  marks  for  em 
ing  what  is.  after  all,  a  Republican  initiative.  He  was 
to  recognize  that  the  Democrats  need  NAFTA.  Moderate 
Democrats"  who  advocate  free  trade,  market  solutions  t 
cial  problems,  and  smaller,  more  efficient  government  v 
be  bludgeoned  by  the  old-line,  union-based,  tax-and-s 
crowd  should  NAFTA  fail.  That  would  make  the  Democ 
Partv  a  reactionary  force  in  politics,  not  a  progressive 
Perot  and  other  critics  cite  a  litany  of  ills  facing  the 
But  none  of  these  problems  would  improve  if  NAFTA 
Quite  the  contrary.  The  evidence  of  history  is  convir 
Expanded  trade  leads  to  greater  prosperity.  Congress  ^ 
be  making  a  huge  mistake  if  it  rejects  NAFTA. 


1 
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BUY  AN  OKIDATA  PRINTER  TODAYAND 
YOUR  BUSINESS  WILL  TAKE  OpE 


Introducing  The  Okidata  FlightPlan  Offer.  Buy  An  Okidata 
Printer  To  Boost  Your  Business  And,  Until  December  3  /,  Get  A 
United  Airlines  Discount  Up  To  $100. 

Not  only  have  Okidata  printers  rewritten  the  book  on  outstanding  output  and 
reliability;  between  now  and  December  31, 1993  Okidata  and  United  Airlines  are  teaming 
)  to  help  you  and  your  business  go  farther.  Here's  how. 

When  you  purchase  an  Okidata  24-Pin  Dot  Matrix  printer  or  LED 
ge  Printer,  you  will  receive  a  United  Airlines  travel  certificate  good  tor 
16  year.  What's  more,  Okidata  now  features  the  brand-new  OL400e.  It's 
perfect  personal  printer  for  individual  PC  users.  The  OL400e  offers  fast 
□  output,  compact  size,  an  unbeatable  5-year  printhead  warranty  and 
.urprisingly  affordable  price. 

Depending  upon  the  printer  you  buy,  you'll  earn  a  discount  of  $25-$100  on  United  Airlines  (see  chart 
ove).  Just  get  a  claim  form  from  your  nearest  authorized  Okidata  dealer  (for  the  Okidata  dealer  nearest  you,  call 
iJOO-OKI-TEAM,  EXT.302).  Full  Okidata  FlightPlan  details  are  on  the  claim  form.  Make  your  flight  plan  right'now, 
d  prepare  for  your  business  to  take  off. 

'^United  Airlines 

AIATA  Reg  T  M  M  D  Oki  Electric  Industry  Company.  Lid 


DliCOLINT 

CERTIFICATE  AMOUNT 

$25 

550 

$100 

Printer  Model 

ML  !80 

ML  390,  Ml  391, 
OL400e 

ML  393,  ML  i93C, 
OL810,OL830Plus, 
OL850 

CeriiiitMe  i^j^e 

Valid  for  a  lickel 
of  $200+ 

Valid  for  a  lickel 
of $300+ 

$50  eaih  on  Iwii 
lickels  of  $100+ 

DkcounI  Tmel  CerlH'icile  is  assii;nable;  iaturd,w  nighl 
*(<7V  not  required:  nii  blacl>nut  dales  apply. 

U    n    I    t    c    il       S    I    ,1    I  c 


E    u    r    n    p  c- 


L   a    I    1    n  America 


C    a    n  a 


rWORKINGrs'S""  COMPANIES:rcAST 


WIRELESS"""' 


LOSERS 


E^S  WEEK. 


EMBER  29,  1993 


A  McGRAW-HILL  PUBLICATION 


E  REGION'S  SURGING  FINANCIAL  POWER  IS 
CREATING  NEW  MARKETS,  INDUSTRIES, 
ND  CITIES.  IT  WILL  CHANGE  THE  WORLD.  4 
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The  Drivers  Seat. 


M 


ost  luxury  cars  give  the  driver  a  drivers  seat.  It  even  offers  adjustable  lum- 
sophisticated  seat  that  adjusts  to        bar  support,  just  like  the  drivers  seat. 


the  body  for  maximum  com- 


fort  and  support.  Passenger 


comfort,  however,  tends  to 


take  a  back  seat. 


Not  so  in  the  Lexus  LS  400. 


Its  front  passenger's  seat  is  built 


In  fact,  the  front  passengers  seat 


of  the  LS  400  is  -  you  guessed  it 


-  just  like  the  drivers  seat. 


Except  that  its  on  the 


right-hand  side  of  the  car. 


To  accommodate  your  friends  more. 


around  the  form  of  the  human  body,  just        you'd  have  to  give  them  the  wheel.  But  you 


like  the  driver's  seat.  It  has  five  motors  to        don't  want  them  to  have  all  the  fun,  do  you? 


adjust  ten  different  ways,  just  like  the 


®|_£X!LJS 
The  Relenlkss  Pursuit  ()f  Perfection 


ill  speed  laws..  For  more  information,  call  800-872-5398  (800-USA-LEXUS). 


ANAnONALHE 
INFORMAnON  SHOll 

Faster  access  to  data  Streamlined  communications.  Faster  turnaround  time  If  this  is  what's  down  the  rucu 
the  health  care  industry,  some  major  industry  leaders,  like  the  Baptist  Memorial  Health  Care  System  and  Yale  e 
Haven  Hospital  believe  they've  found  a  way  to  get  there  now  -  using  Notes  the  innovative  groupware  from  1.. 
Here's  how  Baptist  Memorial  is  using  Notes  to  get  a  |ump  on  the  future: 


DR   MICHAEL  HENDERSON,  CEO,  PHYSICIANS 
HEALTH  CARE  CORP.  AN  HMO  ALIGNED  WITH 
BAPTIST  MEMORIAL  HEALTH  CARE  SYSTEM 
-WITH  NOTES.  WE  CAN  ESTABLISH  AN 
ELECTRONIC  SYSTEM  TO  CONNECT  , 
SATELLITE  FACILITIES  WITH  BAPTIST  I 
MEMORIAL.  FACILITATING  PATIENT  ' 
TRANSFERS  AND  APPOINTMENTS  WHILE 
ELIMINATING  PAPERWORK  NOTES  WILL  LET 
US  INTEGRATE  THE  TOTAL  EPISODE  OF  CARE 
-  FROM  DIAGNOSIS  THROUGH  RESOLUTION  ' 


NOTES    FROM    THE  FIELD. 


LARRY  BLACK.  PhD  .  MD.  -BEFORF 
NOTES."  WITH  THE  CASELOAD  I  KEF  : 
WAS  SIMPLY  NO  WAY  TO  KEEP  UP  V. 
THE  WRITTEN  DOCUMENTAT' 
COULDN'T  TRACK  -  AND  WE  C'J  - 
'i     BILL  -  ALL  THE  PROCEDURI 
PERFORMED    BECAUSE  IT  ALv 
ME  TO  STORE  VERBAL  MEMOS,  '1 
HAS  SIMPLIFIED  DOCUMENTATION  ^ 
POINT  WHERE  I  CAN  ACTUALLY  SF 
PATIENTS  IN  A  DAY  -  AND  GET  PAID  F 


When  you  ve  got  a  1.366  bed  medical  center  and  a  600      Not  to  mention  a  lot  of  data  to  handle  a  lot  of  person 
bed  hospital  in  Memphis  plus  15  related  hospitals  spread         to  keep  up  to  date  and  a  lot  of  teams  to  coordinate  B.-ti 
throughout  the  region,  you've  got  a  lot  of  responsibility  Memorial  worked  with  Management  Directions  inc* 

•Mandgemenl  Directions  Inc.  60'>'i  Pnmacy  Parkway  Suite  401  Memphis  TN  381 1")  WOl  I  76l-'i42')  In  Canada  call  I -800-GO-LOTUS.  P 1993  Lotus  Development  Corporation  55  Cambnds.' 


K  PLAN  MEANS 
MOVE  FASTER  100. 

us  Notes  Business  Partner  to  establish  a  health  care  and  manage  information  in  new  and  powerful  ways,  Notes 
m  with  the  goal  of  integrating  the  entire  organization         opens  up  channels  that  simply  never  existed  before  By 


ately  all  scheduling,  management 
ions,  billing  and  referrals  will  be 
ed  through  Notes,  giving  everyone 
■  system  -  from  the  rural  physician 
!  hospital  administrator  to  the  lab 
'an  -  access  to  the  same  accurate 
t  information. 

i'totes  doesn't  merely  streamline  communication.  It 
"IS  it.  By  letting  people  in  any  industry  access,  share 


making  it  easy  to  work  as  a  team.  Notes  helps 
people  do  their  jobs  better  and  more  efficiently 
And  it  saves  money 

Right  now,  many  people  look  to 
Washington  for  the  future  of  health  care  in  this 
country  While  they  re  at  it,  they  should  take  a 
look  at  how  Baptist  Memorial  is  using  Lotus  Notes,  For  more 
information  on  Lotus  Notes,  please 

call  1-800-828-7086,  ext.  931 4.       Working  Together' 


Lotus. 


i  reserved  Lotus  Lotus  Notes  and  Working  Together  are  registered  trademarks  of  Lotus  tlevelopment  Corporation  All  company  names  are  registered  trademarks  or  trademarks  o(  their  companies 
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TALK  SHOW 

The  people  I've  talked  to  irt  Congress  have  been  nobly 
motivated. 

—  President  Clinton  on  representatives  who  wanted  favors  in  ex- 
chanse  for  supporting  the  North  American  Free  Trade  Agreement 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


CAPITAL  OFFENSES 

THE  SUPER  COLLIDER 
BUCK  GETS  PASSED 


Fiscal  watchdogs  rejoiced 
recently  when  Congress 
voted  to  kill  the  $11  billion 
Superconducting  Super  Col- 
lider and  the  $1.3  billion  Ad- 
vanced Solid  Rocket  Motor. 
At  last,  wasteful  pork  was 
pared  and  tax  dollars  saved. 

But  don't  celebrate  the  fru- 
gality too  quickly,  taxpayers. 
Zeroing  out  the  two  projects 
won't  necessarily  save  any 
money.  The  reason?  It's  go- 
ing back  into  the  federal  pot 
for  other  uses. 


The  phantom  savings  on 
the  Texas-based  Super  Collid- 
er is  actually  the  $2.2  billion 
already  allocated  for  spend- 
ing. (Billions  more  for  the 
atom  smasher  would  have 
been  appropriated  in  later 
years).  Where's  it  going?  Al- 
though not  yet  specifically 
earmai'ked,  there's  a  strong 
chance  the  megabucks  will 
end  up  ill  the  most  old-fash- 


ioned pork  barrel  of  them 
all— water  projects. 

The  money  that  would 
have  gone  to  build  the  six- 
rocket-booster  ASRM  project, 
managed  by  Alabama's  Mar- 
shall Space  Flight  Center, 
went  to  the  Environmental 
Protection  Agency  and  the 
National  Science  Foundation. 
The  net  savings  after  sub- 
tracting contract-termination 
costs:  $50  million.  That's  quite 
a  chunk  of  change. 

Upset  that  their  respec- 
tive states  lost  out  on  the  Su- 
per Collider  and  the  rocket 
motor,  Senators  Phil  Gramm 
(R-Tex.)  and 
Richard  Shel- 
by (D-Ala.)  are 
trying  to  fix 
it  so  that 
spending  cuts 
actually  go 
to  pare  the 
deficit.  This 
explains  Car- 
ol Cox  Wait, 
president  of  the  Committee 
for  a  Responsible  Federal 
Budget,  would  bring  "truth  in 
voting."  But  Senator  Robert 
Byrd  (D-W.Va.),  who  jealously 
guards  his  power  as  chairman 
of  the  Senate  Appropriations 
Committee,  is  balking.  Gramm 
and  Shelby  need  60  votes  to 
change  Senate  rules  favoring 
the  current  setup,  and  that's 
unlikely.        Paul  Magnusson 


FATHERS  AND  SONS 

THE  KID  HAD  TO 
AUDITIOH,  YOU  KHOW 


Sandy  Weill's  overhaul  of 
his  recently  acquired 
Travelers  Insurance  has  be- 
come something  of  a  family 
affair.  As  part  of  the  reshuf- 
fling of  Ti-avelers"  Hartford 
headquarters,  Primerica  Chief 
Weill  is  removing  Thomas 
Messmore,  the  well-regarded 


senior  vice-president  for 
vestment  securities  at  the 
ant  insurer. 

While  ousting  Messmoi 
has  proved  jolting  enoughs 
the  Travelers  troops,  they)' 
also  grumbling  about  his 
placement:  Sandy's  son, 
year-old  Mark  Weill.  Offic| 
ly.  Travelers  says  that  Mei 
more  left  to  pursue  "other 
terests."  Chief  Investment 
ficer  Robert  Crispin  says 
was  his  decision  that  t 
younger   Weill   take  o\ 
Messmore's  job— with  no 
put  from  Sandy.  Messmo] 
48,  a  15-year  company  vei 
an,  declines  to  comment,  s 
ing,  "What's  to  be  benefi'i? 
by  that?"  Sandy  and  M 
are  mum,  too. 

Once  the  Travelers  cro? 
gets  to  know  Mark,  they  n 
be  mollified.  Primerica  ini| 
ers  say  he's  a  good  finani 
exec:  The  Columbia  Univ 
ty  MBA  has  managed  $3.5 
lion  for  Primerica  Life  Ini 
ance  since  1990.   Chris  Ri 


SICK  THRIFTS 

WHO  CAH  LIVE  OH  1 7  GRAHD  A  MOHTH? 


ost  people  would  cheer 
lat  the  thought  of  a 
$17,000  monthly  allowance. 
Not  Thomas  Spiegel,  who 
stands  accused  of  spending 
double  what  he's  allowed  for 
living  expenses.  After  the 
feds  in  1991  seized  failed 
Columbia  Savings  &  Loan, 


A  I.  I  r  Y    <  II 


REGULATION  LOVERS  54/ that  cable 

television  rates  must  be  controlled  by  the  gov- 
ernment When  previous  rate  rules  were  lifted  in 
1987,  many  cable  companies— 
which  usually  enjoy  local  mo- 
nopolies—socked subscribers  with 

IN  REMITY  cable  TV  is  not  a 
natural  monopoly.  Although  the 
nation  is  almost  completely  wired 
for  cable,  40%  of  viewers  man- 
age to  exist  without  it.  MTV  may 
be  a  pleasure  for  some,  but  it's  not  a  necessity. 
Besides,  the  growing  threat  to  the  industry  from 
phone  companies  and  wireless  puts  in  doubt  co- 


double-digit  increases.  A  new  law,  which  took 
effect  on  Sept.  1,  aims  to  slice  rates  by  an  av- 
erage of  10%  and  save  $1  billion  yearly  for 
viewers.  Meanwhile,  the  Federal 
Communications  Commission 
hos  slapped  on  a  rate  freeze. 

ble's  future  in  local  markets. 
Moreover,  that  $1  billion  in  sub- 
scriber savings  is  $1  billion  in  re- 
duced cash  flow  to  operators, 
which  could  reduce  investment  in 
the  Information  Superhighway  and  slow  the 
development  of  new  technologies.  Regulation 
has  a  nasty  habit  of  preserving  the  status  quo. 


which  Spiegel  headed,  a  c( 
imposed  the  $17K  spenc 
cap,  pending  the  outcom* 
Washington's  $40  million  el  III 
on  him.  The  governmi 
which  is  stuck  with  the  $2 
lion  tab  for  the 
collapse  of  the 
Beverly  Hills 
(Calif.)  thrift,  put 
Spiegel  on  the 
short  leash  be- 
cause it  doesn't 
want  him  dissi- 
pating his  assets. 

But  Spiegel, 
who  took  in  mil- 
lions  from  the 
s&L,    has    been  spen( 
around  $34,000  monthly, 
the  federal  Office  of  1 
Supei'vision.  A  Spiegel  la\ 
concedes  his  client  may  1 '] 
overspent,  but  sums  "va 
from  month  to  month  and 
to  day."  In  the  wake  ow 
OTS  complaint,  though,  he 
has  to  ask  a  court-appoi 
receiver  before  he  spend; 
other  dime.     Kelley  Hoi 
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Ibrmanyfemilies, 
m  hdp  open  the  most 
inportant  door  of  all. 


When  financial  institutions 
ivant  to  open  the  door  to  home- 
ownership  for  lower  income  and 
first  time  buyers,  GEs  Community 
Home  Buyers  Program,  offered 
through  our  Mortgage  Insurance 
business,  provides  the  key.  The  program  not  only  helps  home  buyers,  but  significantly 
ncreases  affordable  lending  for  financial 
At GE Capital,  were 23 diversified 
lesses.  And  right  now  one  of  them  has  the 
pecific  industry  knoivledge  it  takes  to 
neet  your  next  challenge.  If  you  re 
ookingfor  a  strong  financial 
mrtner,  call  1-800-243-2222. 
j  Ve'd  welcome  the  opportunity  to 
pen  a  few  doors  for  you. 

GECapital 


TAX  BUCKS  AT  WORK 


riLLING  THE  WAR  CHEST 
FOR  CAMPAIGH  '96 


Tax  revenues  may  have 
dried  up  for  the  Supercon- 
ducting Super  Collider,  but 
there  ought  to  be  plenty  for 
Super  Tuesday  and  the  other 
costly  events  on  the  next 
Presidential  election  calendar. 
Not  enough  people  were 
checking  the  tax-form  l)Ox 
that  allocates  a  dollar  to  the 
Presidential  Election  Cam- 
paign F'und,  so  in  a  little-no- 
ticed maneuver,  Congi'ess  has 
jacked  up  the  amount  to  $3 
($6  on  a  joint  return).  The 
change  doesn't  increase  the 
amount  you  owe  in  taxes.  It 
just  puts  more  tax  money 
into  the  war  chest  for  Presi- 
dential campaigiis  and  conven- 


tions, efl'ectively  reducing  gov- 
ernment revenue. 

Withf)ut  the  increase,  the 
fund  could  have  run  dry  by 
the  next  election,  says  Her- 
bert Stone,  staff  director  of 
the  House  subcommittee  on 
elections.  Inflation  has  whit- 
tled away  the  value  of  that 
$1  since  its  1974  debut  as  a 
response  to  the  dirty-money 
outrages  surrounding  Water- 
gate. Plus,  the  number  of 
checked-off  returns  has  de- 
clined fi-om  a  high  of  29%  in 
1980  to  a  low  of  18%  in  1991. 

Why  are  fewer  people  will- 
ing to  contril)ute  to  public  fi- 
nancing of  elections?  Says 
Robert  Mclntyre,  director  of 
Citizens  for  Tax  Justice,  an 
advocacy  group:  "General  dis- 
gust." This  Watergate  reform 
may  have  cleaned  up  Presi- 
dential elections  some,  but  it 
hasn't  made  them  any  more 
popular. 

Aniei/  Stone 


Presidential  \J\^* 
Election  Campaign  ^  Do  yOU  WOnt  yKtO  QO 


IMPRESARIOS 


FIOAT  LIKE  A  SAMUELSON,  STIHG  LIKE  A  KEYNES? 


Bl 


ig-haired  boxing  promoter 
Don  King  isn't  your  usual 
business-school  speaker.  But  at 
63,  the  flamboyant  King  fig- 
ures it's  time  to  share  his  life's 
wisdom  with  fledgling  capital- 
ists. So  he's  on  the  lecture 
tour— and  not  accepting  any 
fee.  King  recently  wowed 
crowds  of  whooping  B-school 
students  at  Duke  and  Wliar- 
ton.  Upcoming  appearances: 
Tulane,  Northwestern,  and  the 
University  of  Texas. 

At  the  Wharton  School, 
where  the  clang  of  a  bell  pre- 
ceded his  talk.  King's  street- 
smart  panache  and  worldly  ex- 
perience—he once  served  four 
years  for  manslaughter— were 
a  real  education  for  future 
MBAs  used  to  dreary  lectures 
on  quantitative  analysis.  "This 
is  not  a  normal  presentation," 


he  told  the  crowd,  "because 
I'm  not  a  normal  individual." 

Listen  to  Don  King,  and 
you  hear  how  a  good  entre- 
preneur doesn't  show  strain  in 


nmrketing  i.s  key 


DRAWN  AND  QUARTERED 


MEDIA  LORDS 


BLOOMBERG'S  MOVE 
INTO  TV  NEWS 


C  I  A  L 
COMMODITIES 
NEWS 


Michael  Bloomberg  con- 
tinues to  expand  his 
empire.  Coming  on  Jan.  4:  a 
1.5-minute  busi- 
ness-news show 
on  public  televi- 
sion. The  former 
Salomon  Brothers 
trader  launched  his  securities- 
data  service  in  1981,  his  news 
service  in  1990.  So  far,  the 
only  one  to  sign  up  for  TV's 
Bloomberg  Btisiness  News  is 
its  producer,  Maryland  Pub- 
lic Television.  But  that  should 


Bloomberg 

FINANCIAL  MARKETSW 


the  face  of  potential  disaster, 
such  as  current  reports  that 
the  feds  are  investigating  him 
on  taxes.  (He  was  acquitted  of 
tax-evasion  charges  in  198.5.) 
King  won't  comment  on  his 
current  situation,  but  says: 
"There's  nothing  I  like  better 
than  paying  taxes." 

Listen  to  Don  King,  and 
learn  how  to  make  a  mint  in 
the  sweet  science.  The  key  to 
being  a  successful  boxing  im- 
presario, he  says,  is  ethnic 
marketing:  Since  Hispanic  fight 
fans  come  out  for  Hispanic 
fighters,  and  black  fans  come 
for  black  fighters,  why  not  tar- 
get the  white  market?  He  told 
his  mainly  white  Wharton  au- 
dience to  forget  corporate  ca- 
reers and  get  white  college- 
football  players  into  the  ring. 

Says  Wharton  second-year 
student  Eileen  Rosen,  who 
lined  up  for  King's  auto- 
gi-aph:  "We're  used  to  seeing 
accountants."      Joseph  Weber 


change,  says  Maryland  sy 
tem  head  Raymond  Ho 
cause  the  300  pbs  static 
that  now  run  his  15-minu 
A.  M.  Weather  will  want  son- 
thing  to  round  out  a  half-hoi 
The  new  show  has  a  mul 
media  twist:  About  one-thi 
of  the  31,0 
Bloomberg  da 
terminals  can  t 
into  still  phot 
and  audio  fn 
the  program.  Says  Bloc; 
berg:  "The  sound's  not  t 
greatest  quality,  but  you  c 
listen  to  it." 


THE  BIG  PICTURE 

United  Way  time  is  here  agalt 
but  is  it  welcome?  Donations  ii 
1 992  dipped  for  the  first  time  y\ 
since  World  War  II  because  o: 
corporate  layoffs  and  a  perks 
scandal  that  ousted  the  charit^i  , 
president.  While  UW  says  if  is^ 
optimistic  about  1993,  many 
regional  chapters  have  lowerJ 
their  campaign  targets  or  kep| 
them  at  1992  levels. 


TOTAL  UNITED 
WAY  INCOME 


UNITED 
WAY  GIVING 
SLIPS  AWAY 

DATA:  UNITED  WAY  OF  AMfRICA,  Wl  HOHPHOmm 


FOOTNOTES 


Number  of  multimedia  exhibitors  at  Comdex,  the  computer-industry  conclave,  in  1990:  101.  In  1993:  383. 
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UP 


At  The  Travelers  we  realize 
the  contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss 
costs  by  focusing  on  the  human 
side. 

Tlnough  our  innovative  pro- 
gram of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
For  one  customer  this  helped  cut 
accidents  by  50%  —and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emplmsis  on 
getting  your  people  back  to  work 
quickly  —  accelerating  claim 
response  time  while  managing  the 
quality  and  cost  of  medical  care. 

Our  commitment  to  reduc- 
ing loss  cost  is  just  one  of  the 
reasons  we  maintain  a  consistent 
95%  retention  rate  among  our 
large  commercial  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  money 


l|  )3  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183 


All  backed  by  129  years  of 
experience  and  the  understanding 
that  when  it  comes  to  your 
company's  employees,  any 
accident  is  one  too  many. 


Thelravelers 

AMERICA'S  UMBRELLA* 
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SOME  RAIN  ON 

SOIAR  ENERGY'S  PARADE  

The  glowing  future  for  solar  energy 
technologies  may  incieed  be  true,  but 
it  is  difficult  to  imagine  that  solar  and 
the  renewables  will  ever  contribute 
more  than  a  few  percent  of  our  electrical 
needs  ("The  sun  shines  brighter  on  alter- 
native energy,"  Science  &  Technology, 
Nov.  8).  Federal  projections  indicate  that 
by  the  year  2010,  we  will  need  the 
equivalent  of  an  additional  130  large  nu- 
clear plants,  and  that  is  after  massive  ef- 
ficiency improvements.  This  does  not  in- 
clude replacing  aging  fossil-fueled  plants, 
which  will  be  necessary  since  over  half 
of  our  coal-fired  stations  are  more  than 
30  years  old. 

Solar  has  a  role  to  play  in  remote  lo- 
cations, as  you  have  noted,  and  in  pro- 
viding peaking  capacity  to  meet  demand 
on  the  hottest  summer  afternoons.  Base- 
load  power  from  solar  would,  however, 
require  massive  energy  storage  facul- 
ties easily  doubling  the  energy  cost.  The 
only  conceivable  means  for  meeting  the 
growing  demand  for  power  is  with  the 
two  most  abundant  domestic  energy 
sources,  coal  and  nuclear. 

Finally,  a  wind  turbine  having  a  90- 
foot-tall  tower  with  34-foot  blades  is 
quite  impressive.  Living  near  endless 
acres  of  nine-story  towers  with  its  rotors 
whistling  in  the  wind  might  be  consid- 
ered a  significant  environmental  impact. 
As  usual,  nothing  in  energy  comes  with- 
out an  environmental  price. 

Theodore  M.  Besmann 
Research  Group  Leader 
Oak  Ridge  National  Laboratory 
Oak  Ridge,  Tenn. 

VERSE  FOR 

MARKET-WATCHERS  

any  in  the  financial  news  media, 
iboth  TV  and  print,  regularly  use 
the  expression  "profit-taking"  in  report- 
ing a  dip  in  stock  prices.  Considering 
transaction  costs,  stock  trading  is  at 
best  a  zero-sum  game.  One  wonders 
then  what  is  the  appropriate  term  when 
prices  rise.  To  those  who  wittingly  or 
unwittingly  aid  and  abet  the  brokerage 
industry,  I  dedicate  these  lines: 


/'m  told  that  when  a  stock  price  drop 
It's  due  to  "profit  taking." 
Well,  taking  profit's  really  tops. 
Since  that  means  vwney-maki:ng. 
Let's  hope  next  time  stock  prices  fali 
They  do  so  most  emphatically. 
We'll  make  more  money  after  all. 
And  do  it  automatically. 

William  F.  Humm 
Los  Angel 

A  CLEARER  PICTURE 
Of  KODAK'S  KEPS  

Like  Eastman  Kodak,  our  parent  coi 
pany,  KEPS,  is  excited  about  the  ar 
val  of  George  M.  C.  Fisher  as  Kodal 
new  chairman.  However,  your  artic 
"Kodak:  Shoot  the  works"  (Top  of 
News,  Nov.  15)  may  have  created  sor 
confusion  about  KEPS.  You  referred 
KEPS  as  a  publishing  system;  it  is  actu 
ly  a  company  wholly  owned  by  Kods 
We  research,  sell,  and  service  electroi 
color-imaging  equipment  for  use  in  pi 
press  preparation  of  color  images 
page  layout  for  the  printing  and  pi 
lishing  industry. 

More  important,  your  statement  th 
KEPS  doesn't  yet  link  into  Kodak's  Ph( 
CD  standard  is  untrue.  KEPS  has  beer 
pioneer  in  the  use  of  Photo  CD  for  eli 
tronic  imaging.  In  fact,  the  compan; 
PCS  100  color  workstation  was  used 
some  Photo  CD  beta  test  sites  in  ore 
to  convert  Photo  CD  images  into  the 
or  separations  necessary  to  prodv 
printed  color  im.ages,  and  some  of 
customers  are  currently  using  Photo 
technology  from  KEPS  for  their  co 
production. 

John  Florent 
General  Manager  and  Vice-Presid( 

KEPS  I 
Billerica,  Ma 

THE  NUCLEAR  AGE 
DILEMMA  IN  CAUFORNIA 

Your  recent  article  "Has  US  Ecok 
cleaned  up  its  act?"  (Top  of 
News,  Nov.  8)  ignored  the  serious  bi 
ness  and  public-health  issues  invob 
in  California's  long-delayed  low-level 
dioactive  waste  (LLRW)  disposal  site. 

California's  tardiness  in  establish 
the  site  has  forced  biomedical  com 
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You  Can  Play  Around 
With  Windows  NT  On  Another 

IVIicroprocessor. 


P  u  t  t  i  n  g     I  m  9  g  i  fl  a  t  i  01 


Now  Imagine  Letting 
NT  Fly  On  Alplia  AXP. 

jiipjiiiiiijiiillliii  \bu're  going  to  blaze  some  new  trails  with 
iiii  Of  ii      mainframe  power  of  Windows  Nr"" 
Don't  compromise  it.  Run  it  on  the  fastest 
vehicle  you  can  get— an  Alpha  AXP™  microprocessor. 
Choose  from  a  family  of  fast  server  microprocessors 
with  performance  as  high  as  170  SPECInt,  more 
than  twice  that  of  Pentium™  or  PowerPC™— and 
priced  to  compete.  Or  choose  from  low-cost  desktop 
PC  microprocessors  with  prices  that  start  below  an  • 
i486™  Alpha  AXP  runs  Windows  NT  with  thundering 
speed,  as  well  as  your  j^ESSJEJIE^^ 
existing  DOS/Windows™  BI|^BSiB|l|^^^9 
applications.  And  thats    DE((iiip;io64A-?25 JBI^^B 
just  the  beginning  of  a  |P!RHi  HQ^^Qfl, 

I  DECchIp  21064  )66  9HH||HH| 

long-term  architecture  *-„ECchipj,o66.)66  -^^^^^ 


based  on  a  scalable 


RISC  design  and  standards  like  the  PCI  local  bus. 
^  Available  to  any  PC  maker—  from  us  now,  and  in 
1 994  from  our  second  source  Mitsubishi  Electric 
Corp.  The  decision  with  Windows  NT  is  simple, 
fl^^k  On  other  microprocessors,  it  runs.  On 
<^^l|^^^  Alpha  AXR  it  flies.  Which  way  would  you 
g    \  f  cover  new  ground?  Call  your 

Jgy^^r     PC  maker  and  ask  about  the  Alpha  AXP 
^  family.  Or  call  us  at  1  -800-332-271 7— 

I  ^  ^      and  kick  start  your  future. 


W  0  r  k 
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DANIEL  MINK 
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Ntw  York  •  Gmeva  •  Palm  BMCh  •  Bal  Harbour  •  Costa  Mesa 
FOR  MO.RE  INFORMATION  OR  A  BROCHURE  CALL  1  -800-221-6465 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1 ,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  an  i  easily  identifying  customers  for 
specific  pre  !ucts,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
vv-ays  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfired  Street,  Wobum,  MA  01801. 


men 
you  give  blood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 
another 
chance. 

+ 

Anierican  Bed  Croiss 

Please  give  blood. 


CORREaiONS  &  ClARIFICATIONS 


In  "The  wings  of  Ryder"  (Inside  Wal 
Street,  Nov.  15),  the  affiliation  of  ana 
lyst  Paul  R.  Schlesinger  should  hav( 
been  given  as  Donaldson  Lufkin  & 
Jenrette.  His  correct  earnings  esti 
mates  for  the  new  Ryder  System  an 
$1.40  a  share  for  1993,  $1.80  for  1994, 

In  "Meanwhile,  in  the  other  South 
(Cover  Story,  Sept.  27),  the  Institut< 
for  Southern  Studies,  based  in  Dur 
ham,  N.  C,  was  described  as  a  "labor 
funded  advocacy  group."  The  organ 
ization  says  most  of  its  funding  come 
from  church  groups  and  foundations 
and  less  than  1%  is  from  labor. 


nies,  universities,  research  institution' 
hospitals,  and  utilities  to  either  stoi 
their  waste  on  site  or  ship  to  a  Sou 
Carolina  site  that  becomes  unavailable 
less  than  a  year.  The  lack  of  a  dispos 
site  is  causing  low-level  radioacti^ 
waste  to  pile  up  in  hundreds  of  urban  1 
cations,  is  threatening  research  pr 
grams,  and  is  causing  biomedical  comp  i 
nies  and  prominent  researchers 
consider  relocation  or  expansion  in  stat 
that  offer  a  disposal  site. 

For  .30  years  now,  us  Ecology  h  j 
handled  California's  LLRW  at  dispo% 
sites  in  Washington  and  Nevada.  Califii 
nia  now  faces  a  serious  problem  th 
threatens  to  worsen  the  state's  st 
gling  economy. 

David  F.  Ei 
Preside 

Biomedical  Industry  Coun 
San  Die' 

NO  'GAPING  HOLE' 

IN  MACROECONOMIG  

Your  commentary  "Lost  in  the  wild( 
ness  of  economic  theory"  (Top 
the  News,  Oct.  25)  suggests  that  t 
fact  that  none  of  the  last  several  Nol 
prizes  in  economics  went  to  macroecoi 
mists  "reflects  the  current  dismal  st£ 
of  macroeconomics."  But  this  analy;  . 
presumes  that  the  economics  prize,  li  ' 
the  peace  prize,  honors  the  most  imp  - 
tant  recent  advances.  In  fact,  the  Nol  ^ 
prize  in  economics  is  awarded  only  lal 
in  a  scholar's  career,  and  as  a  resj 
honors  work  done  decades  earlier,  orj 
any  rate,  a  line  of  research  initiatj 
decades  earlier.  Thus,  the  recent  Nol 
prizes  reflect  not  the  current  state! 
economics  but  its  state  in  the  1960s.  I 
In  the  1940s  and  1950s,  the  most  i| 
portant  work  sought  to  reconstruct  1 
core  areas  of  economics— including  ml 
roeconomics— using  more  sophistical 
analytical  methods,  and  most  of  the  I 
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Companies  that  operate  business  aircraft  grow  faster  and  produce  more  for  their  stockholders. 


The  companv  plane  is  an  inwiki.ible  tool  tor 
management.  But  what  is  its  value  to  the 
company's  stockholders' 

New  research  conducted  b\'  Arthur 
Andersen  is  leading  many  observers  to  a 
new  appreciation  of  the  business  contributions 
of  company  aircraft. 

Findings  include;  i)  74  percent  aivragc  salcf- 


;^iou'th  adi'iiiitiv^c  for  those  Li'nipanies  purchasing 
new  aircraft  among  7011  leading  public  companies. 
Among  companies  making  up  Foiiuiic  Magazine's 
Highest  Return  to  Investors  list,  92  parent  oivu  or 
operate  au'ci'iift-  Superior  ^^'owtli  ni  earnuh^i  and 
prodiictwitxi  was  also  found. 

Shareholders  and  management  can  agree 
on  the  value,  utilitv  and  pniductivitv  (jf  the 


business  airplane. 

For  everyone,  it's  "No  Plane.  No  Gain." 

tiir  iiifonmtwn.  cpntact  the  Bhs/jjpss  Avi^ihnji  Aiivocticy  Pro^arn.  !2II0  IHlii 
Slm1  NW  Washington.  DC  ;itO}6-S5ab  Ti-I  202-7Si-lt>nn  Sfmsnml  In/ 


General  Aviation  Nattotial  Bii^me^f  Aircraft 

Manufacturers  Association  Association 


"Sentimentality  is  not  something  you  expect  in  a 
financial  controller.  Yet  whenever  I  see  the  Akzo  logo, 
I  feel  it's  welcoming  me  into  the  family.  It's  based  on  an 
old  Greek  sculpture  and  perhaps  that  makes  it  special  to 


me.  We  Greeks  really  value  that  good  old  family  fi  I' 
At  other  multinationals  I  worked  for,  headquart; 
seemed  very  distant.  As  if  all  they  were  interes 
were  my  balance  sheets.  At  Akzo  I  feel  I  belon 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  pr( 
Some  60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./Rl  1,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


e  clearly  defined  but  give  a  lot  of  freedom.  I'm 
I  ged  to  have  my  say  and  not  just  about  money 
'  .  Being  involved  beyond  the  call  of  duty  -  for  me 
!  crucial  element  in  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


We  believe  travel  should  refresh  your  spirit. 


From  rranquil  Oriental  gardens  to  invigorating  ocean  views,  our  liotels 
offer  a  refreshing  change. That's  because  we  embrace  the  local  culture.  And 
offer  only  the  highest  standards.  To  experience  the  difference,  call  your 
travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

Pan  Pacific  Hotels  ancl  Resorts 


NORTH  AMERICA:  VANIOUVER.  SAN  F  RAM  1S(  O,  SANDIECl)  AXAHri.M.  HAWAII  PACIFIC:  AUCKLAND,  trf_)LD  (  I  )AST 
VANIATL,    PAIAL     ASIA:   SINGAPORE    Kl'ALA  Ll'MPl'R .  R)HORBAHRL.  PANCKOR,  JAKARTA    DHAKA    WUXI  NARITA 


Add  Power  to  Yoxxv  Portfolio 


Benha.vi  Utilities  Income  Fund: 
a  Good  Choice  For  Conservative  Investors. 


M  anv  people  look 
for  two  things  in  an 
income  investment; 
high  current  income 
and  the  ability  to  out- 
pace inflation  over 
time.  Utility  stocks  can 
help  you  achieve  both 
objectives.  That's  vvhv 
Benham  introduced 
the  first  no-load 
utilities  fund  to  offer 
monthly  dividends. 


Growth  of  Utiliti  Stock 
Dividends  vs.  Inflation 
(1946-iq'»2) 


1969 


1992 


Low  Costs, 
No  Commissions. 
The  fund  is  true 
no-load,  so  you  pay 
no  commissions  or 
12b-l  fees.  And 
according  to 
Morningstar,  Inc., 
ouv  operating 
expenses  are  signi- 
ficantly lower  than 
the  average  for  all 
utility  funds. 


Call  1-800-472-3389,  Dept.  518 


for  your  free  niiv^tiiicnt  \'((/i/r, 

□  Tlie  Benham  Group  ^ 

Mnna^iiii^i  SUl  hillwii  lu  true  nn-load  niiiliinl  fio/ifs 

I  free  I'lvefimenI  ^mde  indude^  a  prospectm  with  more  l  omplele  iiijormation  ou  numu^emenl  lee^  ami  expemes.  Pkme  read  it 
1  irehdbt  before  investint  or  sendiiif;  mmu'i/.  The  Fund's  yieM  md  ihare  pnee  wdl  iwii;  you  my  have  a  ^ain  or  loss  when  you  idl 
your  s/iiircv  The  chart  amv  is  iiof  induatweofthefund'i  future  perforimmce.  Sources:  Standard  &  Poor's  Security  Price  Index 
Record  and  the  U.S.  Department  ot  Labor.  Benham  Diitributon,  Ini  .  1665  Charleston  Road,  Mountain  View,  CA  94lHi 


bel  prizes  awarded  lU  to  2U  j'ear.s  agl 
honored  work  of  this  kind.  But  by  th 
1960s,  the  basic  core  of  economic  theor 
appeared  to  be  on  solid  ground,  and  an 
.  bilious  young  scholars  had  to  seek  cha 
lenges  elsewhere.  Many  found  them  b 
applying  to  other  areas  of  inquiry  tb 
analytical  methods  that  had  been  so  sui 
cessful  in  economics.  The  economic  ana 
ysis  of  law,  the  New  Economic  Histor, 
and  Gary  Becker's  economic  analysis 
social  problems  date  fi'om  this  period, 
does  the  integration  of  previously  ] 
ripheral  subjects  like  finance  into  tf 
core  of  economic  theory. 

The  last  several  Nobel  prizes  ha\ 
gone  to  the  innovators  in  areas 
these.  But  the  fact  that  the  most  ere 
tive  young  minds  in  the  1960s  did  n 
make  their  mark  in  macroeconomics 
best  explained  not  l)y  the  presence  of 
gaping  hole  at  the  center  of  economic: 
l)ut  rather  by  the  supreme  confidence 
macroeconomists  at  that  time. 

In  the  1970s,  of  course,  the  complace 
cy  of  macroeconomists  about  the  found 
tions  of  their  subject  was  shattered, 
the  article  notes.  But  as  a  result,  mar 
of  the  best  young  economists  aga 
chose  to  work  in  that  area.  Their  wo: 
will  surely  result  in  further  Nobel  priz 
for  macroeconomists  in  the  future— bi 
only  when  the  Nobel  committee  is  reac 
to  honor  a  younger  generation  and 
concerns. 

Michael  Woodlo: 
Professor  of  Economi 
University  of  Chicaj 
Chica 

JURIES  ARENT  GEHING 
MORE  REASONABLE 


Examining  the  civil  justice  system 
looking  at  the  small  fi'action  of  cas 
that  end  up  going  to  verdict  (let  alo: 
trial)  is  like  studying  the  proverbial  i( 
berg  by  only  looking  at  its  tip  ("Shoi 
business  be  afraid  of  juries?"  Legal  I 
fairs,  Nov.  8). 

The  vast  majority  of  cases  fil 
against  businesses  never  get  to  tri, 
Reasonable  businesspeople  will  simil 
n(.)t  allow  any  but  the  most  egregid 
cases  to  go  down  that  very  expensil 
and  very  dangerous  road  to  the  couj 
house.  There  are  fewer  and  lower  j 
verdicts  today  because,  for  the  mi 
part,  only  the  really  fi'ivolous  cases 
to  trial,  not  because  juries  are  getti 
more  reasonable. 

Chris  Gull 
Rochester  Hills,  Mi 


Letters  to  the  Editor  should  be  sent  to  Readers  Rep 
Business  Week,  1221  Avenue  ot  the  Americas,  S 
York,  N  Y  10020  Fax  (212)  512-4721.  All  let 
must  Include  an  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


r 
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"The  people  of  NCR  are  justifiably  proud  to  be  singled  out  for  three  of  the  1993 
IDEA  awards.  Good  design  helps  us  link  the  needs  of  our  customers  to  our 

advanced  technologies."  -Jerre  L.  stead,  Chairman  and  CEO,  NCR  Corp.,  an  AT&T  company 

"/^  was  an  honor  for  Chrysler  Design  to  participate  in  the  1993  IDEA 
competition  and  an  even  greater  honor  to  be  selected  as  a  Gold  Award 
v inner. ..  for  our  '93  LH  midsize  cars." 

■  — J.E.  Herlitz,  Exec 


Good  Design 
Pays  Off. 


i 


Inidi^me  a  notebook  thai  adjiiil\  (o  the  ivay  you  nork  instead  oj 
ihc  other  way  around.  The  keyboard  detaches  when  that's  more 
eonwnicnt  You  can  uvc  the  pen  afi  a  pointint^  devKc.  lo  /jy/i- 
/y/j/  or  delete  text,  or  to  take  note'i  (jou  knou.  hke  a  pen). 
\nd  unhke  "convertible  " notebooks,  jou  can  comjoriably 
use  both  the  keyboard  and  pen  at  the  same  time. 


Introducing  A  Trad 
Complete  Disrec 


H  IT  LOOKS  like  the  new  Compaq  Concerto 
has  a  spht  personahty,  well,  it  docs. Which 
is  exactly  what  makes  it  the  most  useful 
notebook  computer  we've  ever  built.  It's  a  full- 
function,  486  notebook  with  pen  capability. 

Notebook  With 
For  Tradition. 

The  keyboard  detaches  so  it's  as  flexible  in  the  way 
it  works  as  you  have  to  be.  It  comes  with  a  conve- 
nient Flexhandle,  a  high-definition, 
9.5"  Maxlight  display  and  with  the 
two  PCMCIA  Type  II  slots,  it  even 
allows  you  to  add  a  variet 
industry-standard  device 
other  words,  the  new  Compaq 
Concerto  works  in  an  incredible  number  of  ways. 
Which,  come  to  think  of  it,  is  probably  a  lot  like 
the  way  you  work,  isn't  it?  For  more  details  on  the 
new  Compaq  Concerto  just  call  1-800-345-1518. 


COMPAQ 


The  perfect  solution  for 
meetings.  Just  bjin^  the  tablet 
and  pen  and  you  can  ^juictlj' 
lake  notes,  access Jiles.  ivork 
on  budgets.  (Or.  should  the 
meeting  get  really  sloiv,  you 
can  pursue  an  art  career.) 


1/  Kighi,  RtuniJ  Compaq  Ktgi.iniJ  U  S  fotim  onJ  Ttoitmaik  Office.  Cnnno.  Mcil.ghl.  FU-hi-Jh  anj  ffc.Cmnwi 


IT  AIN'T  AS  EASY  AS  IT  LOOKS:  TED  TURNER'S  AMAZING  STORY 

By  Porter  Bibb 
Crown*  468pp  •  $25 

UP  NEXT:  THE  EXPIDITS  AND 
ESCAPADES  OF  TED  TURNER 


If  Ted  Turner  writes  the  way  he 
speaks,  don't  hold  your  breath  wait- 
ing for  his  autobiography.  On  the 
rubber-chicken  circuit.  Turner  displays  a 
rambling  style  that  veers  from  brilliance 
to  banality  and  back,  often  leaving  audi- 
ences slack-jawed.  For  real  insight  into 
the  man  behind  Cable  News  Network, 
one  must  rely  on  observers  who  can  cut 
through  his  histrionics.  Porter  Bibb 
makes  a  game  effort  in  It  Ain't  As  Easy 
As  It  Looks:  Ted  Turner's  Amazing  Sto- 
ry, the  most  recent  biogi-aphy  of  Jane 
Fonda's  third  husband. 

Bibb  doesn't  offer  any  stunning  reve- 
lations about  Turner,  whose  journey 
from  champion  yachtsman  to  media  mo- 
gul is  one  of  the  more  exhaustively  doc- 
umented tales  in  American  business.  But 
he  delights  in  his  subject,  and  his  enthu- 
siasm is  contagious.  Even  when  the 


reader  knows  what's  coming  next,  it's 
lots  of  fun  getting  there. 

What  makes  the  book  stand  out  is 
Bibb's  lucid  ex]3lanation  of  Turner's  com- 
plex business  dealings.  To  fully  appre- 
ciate Turner,  it  helps  to  understand  how 
he  cobbled  together  a  communications 
empire  despite  regular  brushes  with  in- 
solvency and  fierce  competition  from 
better-funded  rivals.  As  an  investment 
banker  who  specializes  in  media.  Bibb  of- 
fers a  cogent  primer  on  cable  TV.  And 
he  makes  sense  of  such  byzantine  epi- 
sodes as  Turner's  unsuccessful  bid  for 
CBS  Inc.  in  1985  and  his  risky  purchase 
of  Hollywood  studio  Metro-Goldwyn- 
Mayer  Inc.  a  few  months  later. 

But  Bibb,  once  a  Newsweek  reporter, 
also  knows  better  than  to  let  numbers 
bog  down  a  good  story.  He's  at  his  best 
recounting  juicy  tales  of  Turner's  life 


not  just  as  a  businessman  but  also  as 
sportsman  and  ladies'  man.  Since  Bit 
didn't  get  Turner's  cooperation,  his  infc 
mation  is  mostly  secondhand.  But  hi 
no  Kitty  Kelley;  his  style  is  more  cam] 
than  caustic.  For  example.  Bibb  d 
scribes  a  wealthy  female  companion 
Turner's  as  a  "statuesque  French  blom 
with  an  impressive  exchequer." 

Bibb  first  encountered  his  subject  di 
ing  Tiu-ner's  1974  campaign  for 
America's  Cup,  and  he  chronicles  Tui 
er's  sailing  exploits  with  a  zeal  and 
fection  reminiscent  of  George  PlimpU 
In  the  1979  Fastnet  race,  for  examp 
we  see  Turner  at  his  most  courageo 
and  crass.  He  won  the  British  oce 
race  in  a  storm  that  killed  22  sailoi 
only  to  spoil  his  victory  with  a 
speech  that  ignored  the  tragedy. 

For  all  its  breeziness.  It  Ain't  As  Et 
As  It  Looks  has  a  sober  subtext.  Bi' 
wants  to  explain  how  the  emotiona 
stunted  son  of  an  even  more  unstable 
ther  could  grow  up  to  become  a  baron 
the  InfoiTnation  Age,  and  more  recent 
a  self-appointed  ambassador  for  caus 
such  as  saving  the  environment.  In  th 
the  author  doesn't  fully  succeed. 

Like  so  many  biographers  of  prod 
iously  successful  men.  Bibb  traces  1 


f 


DATA  NETWORKING  LEADERSHIP 


How  Does  American  Airlines  Manage  A  Network  That 
Handles  500,000  Reserwions  Every  Day? 


They  Fly  With  Northern  Telecom. 


©  log^  Xontuiii  I.  U.oni 

M.igi-ll.m  .mil  Dl".  .iic  u.ulcm.iiks  cl  Xonlmn  Uk...i 


Itt 


Managing  a  network  of  over  200,000  data  temiinals  in  64  countnes  is  no  easy  ]ob.  Bui,  wiih 
the  high  qualit}  and  reliable  performance  of  Nonhem  Telecoms  Magellan  DPN-100  data  networking  solutions, 
Ameni-an  Airlines  pro\ndes  the  same  excellent  scrMce  on  the  ground  as  their  customers  receive  in  the  air. 

Nonhem  Telecom.  Discovenng  and  delu'enng  the  best  solutions 
m  voice,  \ideo  6;  data  communications  svstems  worldwide. 


iiurthcrn 
fclccuin 


iect's  drive  to  his  i\'la- 
ship  with  his  fathff. 
portrays  Ed  Turner, 
I  made  a  tidy  fortune 
ing  billboard  ads,  as 
insiiiring  role  model. 
Bil)l)  says  the  elder 
ner  also  heaped  hor- 
emotioual  and  physi- 
abuse  on  Ted.  As  an 
mple,  he  reprints  a 
hing  letter  from  fa- 
•  to  son  after  Ted  an- 
nced  he  planned  to 
ly  classics  at  Brown 
versify.  "I  suppose 
'ybody  has  to  be  a 
)  of  some  sort,"  Ed 
te,  "and  I  suppose 
will  feel  that  you  are 
nguishing  yourself  from  the  herd 
lecoming  a  classical  snob." 
espite  all  this,  Ted  worshipped  his 
er  and  was  devastated  when  Ed 
ed  a  gun  on  himself  in  1963.  Bibb 
:ests  that  Turner  inherited  his  fa- 
's manic-depressive  tendencies  and 
s  that  early  in  his  career,  he  even 
a  silver  revolver  in  his  desk  draw- 
Dr  a  possible  suicide.  Only  after 
er  began  taking  lithium  in  1985  did 
aood  swings  modulate, 
here  Bibb  falls  short  is  in  dissecting 


w9ihh  offers  juicy 
personal  tales 
and  a  lucid  look  at 
Turner's  complex 
business  dealings 


PORTER  Blfi 


the  more  sul:)tle  aspects  of  Tmnier's  pei"- 
sonal  development.  To  wit:  How  did  this 
l)rilliant  but  boorish  youth,  who  got 
kicked  out  of  Br"own  and  di-ank  his  way 
through  his  campaigns  for  the  Ameri- 
ca's Cup,  turn  into  a  conscientious  citizen 
who  now  descril)es  his  life  as  a  "war 
l)etween  the  forces  of  good  and  evil"? 

Tiu'ner  has,  of  course,  met  a  dazzling 
array  of  people  in  his  55  years.  Bil))) 
says  he  has  learned  from  many:  con- 
cern for  the  environment  from  Jaccjues 
Cou.steau,  a  gloi)al  pei'spective  from  P^i- 


del  Castro,  and  so, on.  It 
takes  more  than  influen- 
tial fi'iends,  though,  to 
change  a  man  from  a  jjhi- 
landerer  who  had  no  time 
for  his  children  into  a 
model  husl)and  who  gath- 
ers his  iirood  for  reunions 
at  his  Montana  ranch. 
Bibb  doesn't  really  plumb 
that  inner  journey. 

As  a  result.  It  Ain't  As 
Easi/  As  It  Looks  ends 
tentatively.  Does  Turner 
aspire  to  even  grander 
goals— the  Presidency, 
say?  Or  is  he  content  to 
breed  l)uffalo  and  follow 
Fonda  further  into  Holly- 
wood? In  the  months 
since  Bibb  completed  his  manuscript. 
Turner  has  snapped  up  two  more  film 
studios.  When  your  target  moves  that 
fast,  any  i)iography  is  necessarily  a 
rough  di'aft. 

The  definitive  portrait  of  Tiu'nei'  will 
probably  have  to  wait  until  he  reinvents 
himself  once  or  twice  more.  In  the  mean- 
time. Porter  Bibb  serves  up  a  tasty 
appetizer.  Not  to  mention  some  pi'etty 
goofl  dish  on  Jane. 

BY  MARK  LANDLER 
LiouUcr  is  BtJSINESS  WEEK's  media  editor. 


At  The  Ports  of  Virginia  we  have  the  natural  advantage  of  being 
only  18  miles  from  the  open  sea  with  50  foot  deep  channels 
and  no  obstructions  that  allow  increased  maneuvering  of  even 
the  larger  vessels.  The  Ports  provide  a  direct  link  from  the  ter- 
minals to  2/3  of  the  United  States  population  within  24  hours. 


Our  mid-Atlantic  location  allows  us  to  be  a  gateway  to  the« 
without  congestion,  thanks  to  over  75  lines  and  one  of  then 
frequent  direct  sailing  schedules  on  the  U.S.  East  Coast.  Tff 
success  and  growth  is  in  part  due  to  the  teamwork,  dedioi 
and  skill  of  our  Hampton  Roads  maritime  community,  wfi'^ 


V  very  day  in  our  warehouses,  dry  docks,  repair  shops, 
'  ce,  and  through  our  extensive  distribution  channels.  For  a 
n:  nent  to  excellence  that  serves  all  your  one  stop  shipping 
ls|  lere's  only  one  place  to  go.  The  Ports  of  Virginia.  Fax  us 
i  iling  addiess  for  more  information  and  a  free  video  tour. 


j^]  The  Ports  of  Virginia 
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^^^^ii*^    600  World  Trade  Center  Norlolk.  VA  2351 0 
(804)683-8000  Fax, (804)683-8500 


zconomic  Viewpoint 


HOW  TO  TACKLE  CRIME? 

TAKE  A  TOUGH,  HEAD-OH  STAHCE 


BY  GARY  S  BECKER 


Contrary  to  some 
widely  held  views, 
more  police  on 
patrol,  quicker  trials, 
and  more  certain 
punishment  are 
effective  deterrents 
to  crime.  At  last, 
the  political  will  to 
make  these  changes 
may  be  at  hand 


GARY  S  BE''<ER,  THE  1992  NOBEL 
LAUREATE,  I:  \CHES  AT  THE  UNIVERSITY 
OF  CHICAGl  and  is  A  FELLOW  OF 
THE  HOOVER  h  ISTITUTION 


Fear  of  crime  in  the  streets,  at  home,  or  at 
school  has  an  enoi'mous  impact  on  the 
everyday  life  of  urban  residents  in  the 
i;.  8.,  and  increasingly  on  suburban  residents 
as  well.  Yet  politicians  only  recently  have  lie- 
gun  to  place  crime  at  the  top  of  their  agendas. 

The  anticrime  bill  now  moving  quickly 
through  the  U.  S.  Senate  authorizes  spending 
$22  billion,  including  $9  billion  to  help  cities 
hire  up  to  100,000  additional  police  and  $6  bil- 
lion for  federal  high-security  pi'isons  and  other 
correctional  [n'ograms.  Other  provisions  ban 
assault  weapons,  require  mandatory  life  sen- 
tences for  certain  repeat  offenders,  and  ex- 
pand the  death  penalty  to  cover  additional 
crimes. 

The  book  Crime  and  Hainan  Nature  by 
•James  Wilson  and  Richard  Herrnstein  sum- 
marizes many  studies  showing  that  appropriate 
punishments— especially  raising  the  ceilainty  of 
punishment  via  more  police,  quickei'  trials, 
and  higher  conviction  rates— are  effective  in  re- 
ducing the  number  of  criminals  who  rob,  steal, 
or  rape.  Still,  .some  observers  (luestion  wheth- 
er punishment  has  all  that  much  effect  on 
crime.  These  critics  point  to  an  apparent  large 
increase  in  violent  crime  during  the  1980s,  a 
decade  in  which  the  number  of  people  in  state 
and  federal  prisons  almost  trebled. 

According  to  data  compiled  by  the  FBI  from 
l)olice  reports,  crimes  of  violence  and  crimes 
against  property  grew  at  a  rapid  rate  in  the 
1900s  and  1970s  as  the  certainty  of  punish- 
ment plunged,  i)artly  because  of  an  expansion 
in  the  rights  of  those  accused  of  crime.  But  in 
the  1980s,  the  Supreme  Court  toughened  its 
stance  on  criminal  rights,  yet  crime  appeared 
to  cdntinue  to  increase. 

IDEAL  JURORS.  But  more  accurate  data  than  po- 
lice reports  exi.st  to  measure  crime.  The  Na- 
tional Crime  Surveys  of  the  Census  Bureau 
ask  households  whether  they  have  been  vic- 
tims of  ci'ime.  These  data  show  much  higher 
crime  rates  than  the  FT:l  statistics  do,  but 
they  also  show  that  per  capita  violent  crimes 
declined  by  10%  since  1979,  although  they 
have  grown  a  little  during  the  past  few  years. 
Crimes  against  property  fell  by  more  than 
25%  after-  1979.  So  the  Supreme  Court's  re- 
treat on  criminal  rights  during  the  1980s  and 
the  corresponding  growth  in  the  prison  popu- 
latifm  may  have  reduced  crime. 

Many  politicians  in  the  U.  S.  have  shrunk 
from  calling  for  a  tough  approach  on  crime 
for  fear  of  sounding  racist,  since  Afi-ican  Amer- 
icans and  Hispanics  commit  a  dispi'oportionate 
share  of  felonies.  But  it  is  just  these  groups 
who  suffer  the  most  from  crime,  and  polls 
consistently  show  that  they  want  moi-e  police 
protection  and  tougher  treatment  of  criminals. 


A  federal  prosecutor  once  told  me  that 
prefers  to  have  older,  employed,  urban  blac 
as  jurors  in  criminal  cases,  because  they  a 
least  likely  to  show  leniency  toward  deft 
dants  after  having  experienced  so  much  crir 
firsthand. 

The  attitudes  revealed  by  these  polls  ha 
l)een  reflected  in  recent  local  and  state  el 
tions,  with  candidates  responding  more  i 
gressively  to  crime.  Both  blacks  and  whit 
running  for  mayor  and  for  governor  in  Ath 
ta,  Detroit,  Los  Angeles,  New  Jersey,  Virg 
ia,  and  elsewhere  promised  to  add  many  mi 
police  to  patrol  streets.  Voters  in  the  st£ 
of  Washington  approved  a  proposal  to  ma 
life  sentences  mandatory  for  criminals 
victed  a  third  time  for  a  serious  offense.  It 
not  sur])rising  that  politicians  are  taking 
tougher  stance  on  crime.  The  puzzle  is  that 
took  them  so  long. 

HOODLUM  NETWORKS.  Police,  courts,  and  ] 
ons  account  for  only  6%  of  state  and  lo« 
government  expenditures  and  less  than  \% 
the  federal  budget.  Special  interests  that  i 
mand  agricultural  supports,  entitlements,  a 
other  progi'ams  dominate  such  a  large  share 
government  l)udgets  that  little  is  left  over 
such  essential  services  as  crime  control,  wh 
affects  everyone. 

More  police  and  greatei'  punishment  e 
sometimes  considered  to  be  ineffective  I 
cause  criminals  are  said  to  be  unaware 
their  chances  of  being  caught  and  punish( 
But  this  argument  confuses  what  law-abidi 
citizens  know  about  these  matters  with  w! 
hoodlums  know.  Information  spreads  rapidly 
their  network  when  there  is  a  police  craii 
down.  They  know  firsthand  that  young 
fenders  are  usually  not  punished  except  foi' 
rious  crimes.  And  the  grapevine  tells  th 
that  .Judge  X  is  tough  on  crime,  while  Jurigi 
is  not. 

Some  intellectuals  and  politicians  continue 
justify  paying  less  attention  to  police  anrl  p 
ishment  because  they  believe  the  highest  \ 
ority  should  go  to  rehabilitation  of  crimin 
and  amelioration  of  the  root  causes  of  crin 
I'acism,  unemployment,  unstable  families,  ; 
I)oor  schools.  But  the  evidence  is  overwhe 
ing  that  it  is  very  hard  to  rehabilitate  halii 
al  criminals. 

Although  root  causes  are  important,  soc 
jjolicy  can  do  little  in  the  short  run  to  redi 
the  number  of  broken  families,  racists,  1 
schools,  or  people  with  poor  job  skills.  T 
case  for  more  police  and  additional  puni 
ment  rests  on  the  immediate  impacts  thi 
measures  can  achieve.  They  do  not  takt 
generation  to  become  effective:  They  can 
duce  ci'ime  straightaway. 
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Wouldn't  it  be  nice 
iF  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 
member  companies  of  the 
Chemical  Manufacturers 
Association  captured  640 
million  pounds  of  chemical 
poll  utants  for  recycling. 

Find  out  more  about  how 
our  members  and  partners 
are  working  for  change.  Call 


1-800-62-4-^321. 


RESPONSIBLE  CARE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


BEFORE  YOU  GO  AND  SPEND  YOUR  NEXT  BILLION  DOLLARJiMj 


Now  THERE'S  A  WAY  TO  UNLOCK 

the  information  you  need 
to  run  your  business. 

Introducing  Huron  —  the  first  distributed 

BUSINESS  information  SYSTEM. 


You've  got  a  billion  dollar  headache.  We'vl:; 
your  relief:  Huronf 

It's  a  revolutionary  software  system  thclj- 
you  manage  your  critical  business  issue?? 
not  weeks  or  months  from  now. 

Huron  builds  and  distributes  integratec, 
information  across  desktops,  departmentill: 
divisions.  It  tears  down  the  barriers  betwefr 
incompatible  information  systems  and  de^- 


I  dates  instantly —  giving  you  one 
i  i  view  of  your  connpany  operations. 
I  I  will  turn  your  tectinology  invest- 
iti  fo  a  strategic  asset  so  you  can 
:t"  respond  to  marl<et  ctianges  and 
r(  your  bottom  line. 
/(  ]ll  it  thie  world's  first  Distributed 
in  s  Information  System.  You'll  call 
5lief. 


Don't  settle  for  less.  You  owe  it  to  yourself 
and  your  company  to  evaluate  Huron.  Meet 
withi  your  fellow  corporate  executives  and  call 
today:  1-800-447-0044,  ext.  100. 

And  if  you  hiaven't  spent  a  billion  dollars 
yet,  congratulations.  Now  you  don't  tiove  to. 

Huron  from  Antores  -  A  joint  venture  of  Amdofil  and  EDS 


HUR0N 

Tfie  Wfiole  In  One 
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conomic  Trends 


BY  GENE  KORETZ 


DESPITE  UGLY  RUMORS, 
INFIATION  IS  DOWN 
FOR  THE  COUNT... 


The  financial  markets  seem  to  think 
the  Federal  Reserve  will  soon  tighten 
to  forestall  a  speedup  of  inflation.  But 
economists  at  Merrill  Lynch  &  Co.  are 
skeptical.  "The  Fed's  goal  of  price  stabil- 
ity has  been  achieved  at  the  wholesale 
level  and  is  getting  closer  at  the  retail 
level,"  says  Merrill's  Bruce  Steinberg. 

Key  price  measures  confirm  this  as- 
sertion. On  the  wholesale  level,  Octo- 
ber's drop  brought  the  producer  price 
index  (PPI)  down  to  about  where  it  was 
12  months  earlier.  Similarly,  despite  an 
uptick  in  October,  the  consumer  price 
index  (CPi)  came  in  only  2.8%  above  its 
year-earlier  level,  and  the  core  CPI  (ex- 
cluding food  and  energy  items)  regis- 


CONSUMER  GOODS: 
INFLATION'S  VANISHING  ACT 


JAN.  '89  on.  '93 

▲  PERCENT  CHANGE  FROM  YEAR-EARLIER  LEVEL 
•PRODUCER  PRICE  INDEX  EOR  CONSUMER  GOODS,  EXCLUDING  FOOD  AND  ENERGY 
•CONSUMER  PRICE  INDEX  FOR  GOODS,  EXCLUDING  FOOD  AND  ENERGY 
DATA:  LABOR  DEPT 


tered  its  smallest  12-month  increase  in 
more  than  two  decades. 

The  trend  is  most  apparent  in  con- 
sumer goods,  where  wholesale  prices 
have  decHned  by  nearly  1%  in  the  past 
year,  and  retail  prices  have  risen  a  min- 
uscule 1.6%  (chart).  At  the  same  time, 
consumer-services  inflation,  which  was 
clocked  at  more  than  6%  a  few  years 
ago,  has  drojjped  sharply  to  under  4%. 

The  big  question,  of  course,  is  wheth- 
er this  latest  inflationary  slowdown  can 
persist  if  the  economy  picks  up  more 
steam.  Steinberg  thinks  it  can.  He  notes 
that  "underlying  inflation  fundamentals 
remain  benign."  Hourly  compensation, 
for  example,  is  up  just  3.2%  over  the 
past  year,  while  productivity  during  the 
recovery  has  been  growing  at  a  healthy 
2.3%  annual  rate— "a  combination  that 
is  smothering  cost  pressures." 

Moreover,  since  the  end  of  the  previ- 


ous expansion,  in  1990,  the  labor  force 
has  grown  by  4.1  million,  compared  with 
a  mere  700,000  rise  in  employment.  "At 
cun'ent  rates  of  job  growth,"  says  Stein- 
berg, "it  could  take  up  to  six  years  to 
reabsorb  the  overhang." 

Merrill  Lynch  sees  3%  growth  for 
next  year,  a  pace  consistent  with  slug- 
gish inflation.  But  even  if  activity  heats 
up,  it  says,  the  productivity  gains  pro- 
duced by  strong  capital  spending  and 
corporate  restructuring  suggest  that 
price  pressures  will  remain  modest  for 
at  least  another  year  or  two. 


...BUT  IT  MAY  RAISE 
ITS  HEAD  BRIEFLY 
EARLY  NEXT  YEAR 


If  Merrill  Lynch  is  right,  subdued  infla- 
tion will  pull  long-term  bond  yields 
below  6%  next  year.  But  that  doesn't 
mean  the  path  to  lower  interest  rates 
will  be  smooth.  Indeed,  economist  Kevin 
Logan  of  Swiss  Bank  Corp.  is  betting 
that  inflationary  fears  will  keep  rates 
from  declining  much  until  next  spring. 

The  reason  is  a  consistent  seasonal 
pattern  plaguing  the  price  indexes.  Al- 
though these  measures  are  adjusted  for 
seasonal  variation,  Logan  notes  they 
show  higher  inflation  from  December  to 
April  than  during  the  rest  of  the  year. 
That  has  l)een  true  for  the  core  CPI,  for 
examjile,  in  10  of  the  past  12  years,  with 
the  difference  averaging  about  three- 
quarters  of  a  percentage  point. 

This  pattern  was  particularly  pro- 
nounced earlier  this  year,  when  4%-plus 
inflation  surfaced  briefly,  in  the  wake 
of  last  year's  fourth-quarter  surge  in 
economic  activity.  And  if  the  pattern 
holds,  notes  Logan,  inflation  could  speed 
up  to  a  3.7%  annual  pace  early  next 
year.  Given  the  skittishness  of  the  fi- 
nancial markets  and  the  likelihood  of  a 
strong  final  quarter  this  year,  interest 
rates  are  not  apt  to  move  lower  until  de- 
velopments prove  that  the  coming  pick- 
up in  inflation  is  just  another  seasonal 
flash  in  the  pan. 


MIXED  SIGNALS  FROM 
CONSUMERS:  UNLOCKING 
THE  MYSTERY 


A phenomenon  that  psychologists  call 
cognitive  dissonance  could  well  af- 
flict some  economists  these  days.  On 
one  hand,  household  income  growth,  con- 
sumer confidence,  and  expectations 
about  the  futiu'e— especially  jobs— remain 
depressed.  On  the  other,  real  consumer 
spending  has  forged  ahead,  with  outlays 


ic 
•e 


rising  at  a  4.2%  clip  last  quarter  and 
3.5%  pace  over  the  past  year. 

Some  economists  have  resolved  th 
inconsistency  between  consumer  sent 
ment  and  behavior  by  predicting  th 
consumption  is  headed  for  a  fall.  B\ 
others  believe  the  spending  surge  r 
fleets  an  improvement  in  economic  cone 
tions  that  is  real,  though  largely  unre 
ognized  in  the  media. 

Specifically,  Charles  Lieberman 
Chemical  Securities  Inc.  notes  that 
Labor  Dept.  official  recently  ackno' 
edged  that  payroll  employment  may  \ 
underestimated  by  some  250,000  job 
Evidently,  the  "bias  adjustment,"  whic 
the  department  adds  to  the  payroll  nui 
bei's  to  reflect  job  creation  by  new  bu: 
nesses,  has  been  too  low  over  the  pa 
year.  And  if  the  payroll  numbers  a; 
too  low,  so  is  the  estimate  of  personal  i 
come,  which  is  based  on  payroll  data 
One  development  that  points  to 
improving  job  climate  is  the  latest  quj 
terly  survey  by  the  National  Federate 
of  Independent   Business.  Althou| 
small-business  optimism  is  low,  it  d 
rise  slightly  in  October,  and  the  nf 
spies  "signs  of  positive  economic  activi  ^ 
among  the  nation's  small  businesses 
particular,  such  companies  have  now  i 
ported  small  net  increases  in  hiring  f  - 
both  the  second  and  third  quarters,  t  s 
first  quarterly  gains  since  1990.  j], 
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FEWER  WOMEN  AT  WORI 
MAY  MEAN  BAD  TIMES 
FOR  PREMIUM  BRANDS 


It 


ir 

A demographic  sea  change  is  havi 
profound  effects  on  the  econon 
asserts  economist  Richard  F.  Hokens 
of  Donaldson,  Lufkin  &  Jenrette  Seci  stj 
ities  Corp.  After  rising  sharply  for  ne 
ly  three  decades,  he  notes,  labor-fo: 
participation  rates  for  women  under 
have  been  declining  for  several  yea 
while  rates  for  women  25  to  44  hsP^ 
leveled  off. 

Rather  than  a  short-run  reaction 
sluggish  economy,  Hokenson  thinks 
reversal  is  a  lifestyle  change  that  is  li 
ly  to  persist  (it  is  also  occuiring  in  We 
em  Europe),  as  women  seek  more  I 
ance  between  marriage,  children,  a  \v 
paid  work.  Whatever  the  cause,  i 
trend  from  dual-earner  households 
single-earner  ones— which  are  m( 
price-sensitive— may  help  explain 
current  woes  of  brand-name  produ  !t 
and  the  lagging  sales  of  high-priced 
parel  for  working  women 

"The  growth  of  households  with  m' 
time  and  less  money,"  predicts  Hok 
son,  "will  reinforce  rising  consumer 
mand  for  good  values." 


It' 
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Business  Outloo 


OVEMBER  29,  1993 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


lOT  ONLY  A  MERRY  CHRISTMAS. 
m  A  HAPPY  NEW  YEAR 


HOMEBUILDERS 
GET  BUSIER 


HOUSING  STORTS 


SINGLE-FAMILY 


a. '92 

MILUONS,  ANNUAL  RATI 

DATA:  COMMERCE  DEPT. 
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Have  you  started  your  Christmas  shopping  yet? 
Judging  by  the  recent  strength  in  retail  sales, 
many  consumers  are  getting  a  jump  on  the  holi- 
ys.  Ringing  cash  registers  are  another  in  a  bevy  of 
od  signs  for  fourth-quarter  economic  growth.  More  im- 
rtant,  unlike  last  year,  the  economy's  cheery  afterglow 
likely  to  linger  well  into  the  new  year. 

Why  won't  growth  fade?  For 
starters,  businesses  headed  into 
1993's  final  quarter  with  very 
lean  inventories.  Retailers  will 
have  to  restock  their  shelves  af- 
ter the  holiday  season,  helping 
to  sustain  the  new  momentum 
in  industrial  production. 

Moreover,  barring  blizzards, 
floods,  or  other  such  disasters 
that  hit  the  economy  in  1993,  de- 
mand will  not  collapse.  Business 
estment  in  equipment,  a  leader  in  this  expansion,  may 
slowing,  but  it's  downshifting  from  a  sprint  to  a  run. 
janwhile,  low  interest  rates  and  further  growth  in  jobs 
1  incomes  will  continue  to  support  the  new  strength 
V  developing  in  housing  and  autos  (charts). 
The  fourth  quarter  is  off  to  a  strong  start.  In  October, 
nufacturing  output  had  already  grown  5.6%,  at  an  an- 
il rate,  above  the  third-quarter  level.  Price-adjusted  re- 
sales stood  4.8%  higher.  And  housing  starts  were  up 
a  30%  rate.  All  this  suggests  growth  in  real  gross  do- 
stic  product  of  better  than  4%  this  quarter. 

tOM'T  BET  In  fact,  there  is  a  new  question  in  the 
)N  A  FED  outlook:  How  much  growth  will  the  Fed- 
liKE  IN  eral  Reserve  tolerate  before  it  feels  the 
tATES  need  to  hike  interest  rates  in  order  to 

1  /art  inflationary  pressures?  Perhaps  more  than  the 
(  tlit  markets  currently  believe.  Nearly  all  measures  of 
(  iiomic  slack  show  a  lot  of  room  for  noninflationary 
^  wth  in  coming  quarters. 

liat's  especially  true  for  the  labor  markets.  Beginning 
\  h  the  data  for  January,  1994,  the  Labor  Dept.  will 
I  new  survey  techniques  to  measure  joblessness.  A 
3  i''s  worth  of  experimenting  suggests  that  the  rate  is 
i  ul  half  a  percentage  point  higher  than  the  current 
^  ''a.  Wage  pressures  typically  do  not  begin  to  grow  un- 
t  he  jobless  rate  nears  6%.  The  new  data  mean  that  this 
t  it  is  now  further  in  the  future,  even  at  the  recently  im- 
I  ved  pace  of  job  growth, 
iowever,  the  unlikelihood  of  better-than-4%  growth  in 


back-to-back  quarters  is  the  main  reason  most  analysts  ex- 
pect no  Fed  action  fi-om  its  Nov.  16  meeting— or  anytime 
soon.  A  survey  of  35  economists  by  McGraw-Hill  Inc.'s 
MMS  International  shows  a  1  in  4  chance  of  a  hike  in  the 
federal  funds  rate  by  the  end  of  the  first  quarter. 

Some  slowdown  next  quarter  is  a  good  bet  because  of 
defense  cuts,  a  widening  trade  gap,  and  corporate  re- 
structuring. Also,  consumers  might  slow  to  a  jog  after 
their  strong  run  in  1993,  especially  amid  uncertainty  over 
health  care  and  taxes.  But  while  growth  may  slow,  solid 
fundamentals  will  prevent  a  collapse. 

CONSUMERS  The  biggest  reason  why  the  economy  will 
ARE  BUSY  not  tank  next  quarter  is  the  strength  in 
ON  TWO  housing  and  autos.  Those  industries  have 
KEY  FRONTS  always  been  the  economy's  bread  and  but- 
ter because  they  support  a  broad  range  of  secondary 
markets  fi'om  sofas  to  spark  plugs. 

By  aU  measures,  housing  demand  continues  to  strength- 
en. The  National  Association  of  Realtors'  index  of  housing 
affordability  for  the  third  quarter  was  the  highest  in  20 
years.  And  after  super  sales  gains  in  September,  builders 
are  getting  busier. 

Housing  starts  rose  2.7%  in  October,  the  third  advance 
in  a  row,  to  an  annual  rate  of  1.4  million.  That  pace,  the 
highest  since  February,  1990,  was  fueled  by  a  5.8%  jump 
in  the  key  single-family-home  sector.  Single-family  starts 
rose  to  1.22  million,  the  most  in  more  than  six  years. 

In  addition,  the  renewed  in- 
terest of  consumers  in  U.  S.-made 
cars  and  trucks  is  supplying 
much  of  the  fuel  for  the  rebound 
in  manufactiiring.  Output  at  the 
nation's  factories,  utilities,  and 
mines  jumped  0.8%  in  October, 
the  largest  increase  in  nearly  a 
year.  Output  in  manufacturing 
alone  surged  0.9%,  following 
gains  of  0.6%  in  September  and 
0.1%  in  August.  A  7.3%  boost  in 
production  of  motor  vehicles  and  parts  accounted  for 
about  half  of  the  overall  October  rise. 

But  it's  more  than  just  autos.  Output  of  other  con- 
sumer durables  jumped  1.3%,  led  by  big  gains  in  appli- 
ances and  furniture.  Output  of  business  equipment  scored 
a  1.4%  advance,  on  top  of  September's  1.3%  rise.  Autos 
helped  those  gains,  but  production  of  information  pro- 
cessing equipment  also  continued  to  increase  strongly. 
The  upswing  in  output  means  that  U.  S.  industry  is 
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using  more  of  its  capacity.  The  operating  rate  rose  to 
82.4%  in  October.  That's  closing  in  on  the  mid-80s  reading 
that  has  been  related  to  past  inflation  pickups.  However, 
with  imported  goods  now  grabbing  a  record  24%  of  do- 
mestic demand,  U.  S.  capacity  readings  alone  are  much 
less  indicative  of  price  pressures  than  are  measures  of 
global  capacity,  which  is  quite  plentiful  right  now. 

(STORES  GET  With  demand  already  picking  up,  manu- 
AN  EARLY  facturers  won't  despair  if  you're  still  work- 
XMAS  ing  on  that  gift  list.  One  reason:  Retailers 

PRESENT  didn't  go  overboard  on  their  holiday  in- 
ventories this  year.  So  stores  are  unlikely  to  suffer  a 
merchandise  hangover  in  January,  as  they  did  last  year. 
That  means  new  orders  for  goods  should  keep  flowing  to 
the  factory  sector  in  the  first  quarter. 

Parking  spaces  certainly  were 
hard  to  find  at  shopping  malls 
in  October.  Retail  sales  jumped 
an  unexpectedly  large  1.5%  last 
month.  Car  dealers,  department 
stores,  and  gasoline  stations  all 
posted  huge  gains.  Price  hikes 
explain  part  of  the  rise,  espe- 
cially for  gasoline.  But  even  after 
adjusting  for  inflation,  retail 
sales  advanced  for  the  seventh 
consecutive  month  (chart). 
Merchants  were  busy  early  this  month  as  well.  U.  S.- 
made  cars  and  light  trucks  sold  at  a  12.4  million  annual 
rate  in  early  November,  not  much  below  the  stellar  12.6 
million  pace  for  all  of  October.  And  the  Johnson-Redbook 
Report  says  that  department-store  sales  in  the  first  two 
weeks  of  the  month  were  up  1.4%  from  October. 

In  addition,  both  retailers  and  consumers  are  optimistic 
about  yearend  shopping,  according  to  a  survey  done  by 
Deloitte  &  Touche.  The  survey  found  that  50%  of  retailers 
expect  to  record  higher  sales  this  holiday  season  and 
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that  consumers  plan  to  spend  5%  more  on  gifts  this  year 
than  last. 

Stronger  consumer  fundamentals  explain  why  thert; 
will  be  more  presents  under  the  tree.  Job  and  income 
growth  look  better,  and  consumers  have  refinanced  mort 
gages  and  paid  off  old  debts,  thus  freeing  up  extra  cash; 
In  addition,  the  $6.7  billion  surge  in  installment  debt  ir^ 
September  suggests  that  households  feel  comfortable  witl 
using  their  credit  cards  again. 

Steady  job  growth,  in  particular,  is  why  consumer; 
won't  desert  retailers  next  year.  Factory  payrolls,  whicl 
have  already  shrunk  by  200,000  jobs  this  year,  may  finally 
have  hit  bottom.  And  because  factories  may  have  reachec 
the  limit  on  how  much  more  output  they  can  get  by  ex 
tending  worktime  alone,  hiring  looks  likely. 

That's  true  because  lean  in- 
ventories should  keep  factories 
busy  in  coming  months.  In 
September,  business  inventories 
rose  0.3%,  while  sales  increased 
0.8%.  That  pushed  down  the  ra- 
tio of  business  inventories  to 
sales  to  just  1.45,  the  lowest 
reading  in  12  years  (chart). 

Store  inventories  alone  grew 
by  a  bigger  0.8%  in  September. 
Most  of  the  rise,  though,  came  at 
retailers  such  as  department  stores  that  posted  strong  (  )( 
tober  sales,  so  part  of  the  inventory  was  probably  sold  oj 
last  month.  For  the  entire  retail  sector,  the  ratio  of  ir 
ventories  to  sales  looked  manageable  in  September 

It  isn't  just  low  inventories,  though,  that  argue  fo 
sustained  growth  next  year.  The  same  fundamentals  the 
are  fueling  holiday  shopping  also  make  the  case  for 
steady  rise  in  consumer  demand  in  1994.  Add  in  the  lii 
fi'om  homebuilding  and  capital  spending,  and  it's  easy  t 
see  why  the  economy  won't  dim  even  after  your  love 
ones  have  opened  their  gifts. 
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THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Monday,  Nov.  22 

The  Treasury  Dept.  is  expected  to  an- 
nounce a  budget  deficit  of  $45  billion 
for  October,  the  first  month  of  fiscal 
1994.  That's  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
The  expectation  for  October  is  slightly 
better  than  the  $48.8  billion  gap  a  year 
ago.  In  fiscal  1993,  higher  revenues  and 
lower  government  outlays  combined  to 
push  the  federal  deficit  down  to  $255 
billion— almost  $60  billion  below  early- 
1993  forecasts.  Because  of  the  Clinton 
deficit-reduction  plan,  tax  revenues  will 
continue  to  climb  in  1994  while  defense 
cuts  will  hold  down  overall  federal 


spending.  As  a  result,  the  government 
deficit  in  1994  could  fall  below  $225  bil- 
lion for  the  first  time  since  1990. 

INITIAL  UNEMPLOYMENT  CUIMS 

Wednesday,  Nov.  24,  8:30  cum. 
New  claims  for  state  unemployment  ben- 
efits probably  stood  at  340,000  for  the 
week  ended  Nov.  20.  That  would  be  be- 
low the  354,000  filed  in  the  week  of  Nov. 
6— the  highest  number  of  claims  in  three 
months.  Layoffs  continue  in  the  econo- 
my, so  filings  have  been  trending  higher 
in  recent  weeks. 

DURABLE  GOODS  ORDERS  

Wednesday,  Nov.  24,  8:30  a.m. 

New  orders  taken  by  durable-goods 

manufacturers  probably  rose  1%  in  Oc- 


tober, forecast  the  mms  economists.  | 
so,  that  would  be  the  third  consecutivj 
increase  in  orders,  including  a  0.7%  a(| 
vance  in  September.  Demand  for  ne'! 
autos  and  trucks  will  lead  the  overa: 
gain.  However,  unfilled  orders  in  Oct<| 
her  probably  continued  to  slide  for  tll| 
eighth  straight  month. 

CAR  SALES  

Wednesday,  Nov.  24 
Sales  of  domestically  made  new  cars  ar 
light  trucks  probably  fell  back  to  an  a 
nual  rate  of  12  million  in  mid-Nover 
ber,  following  a  12.4  million  pace  early 
the  month.  Vehicle  sales  hit  12.6  millici 
in  October,  in  part  because  low  invent 
ries  in  September  meant  some  buyei 
had  to  wait  for  delivery. 
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DIRECTION. 


If  your  goal  is  saving 
on  taxes,  consider  tlie 
Van  Kampen  Merritt 
Municipal  Income  Fund.  With  a  varied  portfolio  of 
municipal  securities,  the  Fund  seeks  to  provide  high 
current  income  and  preservation  of  capital. 

You  receive  regular,  monthly  income  exempt 
from  federal  income  tax.  And,  the  Fund  is  convenient 
— with  a  low  minimum  investment  and  easy  access. 


Ask  your  investment  representative  for  an  investor's 
brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or,  call  direct:  1-800-DIALVKM  ext.  1107 
( 1-800  342  5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt^ 

Investing  With  A  Sense  Of  Direction'^ 


A  portion  of  the  Interest  income  may  be  subject  to  state  or  local  taxes.  The  [-unci  may  Invest  In  securities  that  will  subject  certain  Individuals  and 
corporations  to  the  alternative  minimum  tax  (AMT|.  ®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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THE  NAFTA  WAR  IS  WON.  NOW,  CLINTON  MUST  MEND  FENCES 


"Theij  laugh  thai  ivin." 

—William  Shakespeare,  (Jthcllo 


B 


o 
s 


y  any  measure.  President  Clin- 
ton's victory  in  the  fiK"ht  for 
House  appi'oval  of  the  North 
American  Free  Ti'ade  Agreement  ranks 
as  a  triumph  for  his  flerlKlin^  Pr'esidency 
and  the  forces  of  internationalism.  But 
look  t)eyond  the  congratulatory  whoops 
of  White  House  loi)i)yists,  and  you  may 
spot  a  few  i^ained  smiles  from  weary 
Clintonites.  That's  i)ecause  the  White 
House  is  coming  to  realize  just  how 
much  political  blood  was  spilled  in  the 
nasty  and  divisive  NAFTA  slugfest. 

Although  Clinton's  win  is  impressive, 
the  l)attle  over  NAFrA  created  deep  rifts 
in  the  Democratic  coalition.  The  bitter 
debate  inflamed  class  and  ethnic 
hostilities,  jjitted  labor  against 
management,    and    set  New 
Democrats  against  their  liber- 
al brethren.  Says  Democratic 
l)ollstei'  Alan  Secrest:  "It  will 
take  a  long  time  for  the 
wounds  to  heal."  Just  as 
l)ad,  the  [)rotectionist  and 
i.solationist  sentiments  voiced 
in  the  deliate  could  leave 
U.  S.  allies  with  continued  . 
worries  al)out  America's  re-  ^ 
solve  to  open  global  markets. 


THE  TACTICS 
THAT  LED 
TO  CLINTON'S 
BIG  WIN 


jy^Y  THE  GO-AHEAD 

Overriding  objections 
from  some  advisers,  Clinton 
tells  his  Cabinet  he  plans  to 
push  for  NAFTA,  a  Bush  Ad- 
ministration initiative. 


uses  King's  support  of 
against  him  in  next  ye 
tions.  Clinton  later  ext 
pledge  to  all  Republica 
members  who  vote  "aye. 


out  former  Presidents  to  show 
bipartisan  solidarity  for  the 
trade  accord. 


Q„  „  BIPARTISAN 

HOOK  The  Presi 
dent  assures  Representative  Pe- 
ter King  (R-N.Y.)  that  he'll 
"personally  repudiate"  any 
Democratic  challenger  who 


Oa.  27  ^^^^^ 

The  Administr 

promises  Representative  E 
ban  Torres  (D-Calif.)  that : 
border  cleanup  money  frd 
establishment  of  a  North  ^, 
icon  Development  Bank  cc 
be  used  to  help  small  busi 
es  hurt  by  the  agreement.' 
message — that  lawmaker; 
get  favors  for  a  "yes"  vote 
sets  off  a  vote  bazadr  | 


One  permanent  casualty  of  the  titanic 
iFTA  war  was  President  Clinton's  im- 
e  as  a  Washington  outsider  poised  to 
atter  business-as-usual  politics  in 
ashington.  Forced  by  members  of  his 
m  party  to  wheedle  votes  with  a  raft 
concessions,  running  the  gamut  from 
e  petty  to  the  protectionist,  Clinton 
d  to  resort  to  the  back-room  dealing 
at  many  independent  voters  find  so 
horrent.  "By  setting  the  stakes  so 
?h  on  NAFTA,  they  set  themselves  up 
'  a  lot  of  problems,"  says  political  ana- 
it  Kevin  Phillips. 

LL-COURT  PRESS.  In  the  waning  hours 
fore  the  vote,  the  bargaining  got  down 
d  dirty  indeed,  as  Clinton  put  togeth- 
a  majority  vote  by  vote  and  interest 
3up  by  interest  group.  Five  precious 
tes  were  won  by  a  threat  to  crack 
wn  on  Canadian  wheat  subsidies.  A 
)mise  to  shield  U.  S.  textile  manufac- 
'ers  from  cheap  imports  won  four 
iithem  votes.  Florida  Republicans  Tom 
wis  and  Porter  J.  Goss  were  won 
9r  by  last-minute  deals  to  protect 
irida  citrus  and  sugar  growers  from  a 
•ge  of  Mexican  exports.  The  offer  of 
re  money  for  minority  business  devel- 
Tient  got  Representative  Floyd  H. 
tke  (D-N.Y.)  to  sign  on.  "I  courted 
ie  of  these  congressmen  longer  than  I 
irted  my  wife,"  says  Treasury  Secre- 
y  Lloyd  M.  Bentsen. 
!  Respite  the  ugly  horse-trading  in- 
)lved,  the  victory  is  sweet  for  Clinton. 
He  struck  a  body  blow  against  anti- 
NAFTA  crusader  Ross  Perot,  for 
one  thing.  Pei'ot's  legions  of  dis- 
affected voters  will  remain  a 
major  factor  in  politics,  liut 
Clinton  shredded  the  iras- 
cible Texas  billionaire's 
credibility  as  an  alterna- 
tive to  conventional  po- 
litical leaders.  Clinton's 
momentum  will  also 
give  U.  S.  trade  nego- 
tiators a  lift  in  the  ef- 
fort to  conclude  a  global 
trade-liberalization  pact 
and  in  upcoming  efforts 


Liberals  are 
bitter,  and 


to  open  Japanese  markets  to  American 
goods  and  services. 

Clinton's  immediate  task,  however,  is 
to  repair  the  damage  done  l:)y  the  NAFTA 
brawl  to  his  own  support.  After  months 
of  vacillating  between  traditional  liberal- 
ism and  New  Democratic  reform,  the 
trade  fight  forced  the  President  to  join  a 
coalition  of  Republicans  and  business 
interests  against  such  pillars  of  the  Dem- 
ocratic Party  as  lal)or,  blacks, 
and  environmental  activists. 

In  the  bitterness  of  defeat, 
liberals  are  angry.  "Bill  Clin- 
ton showed  that  he  is  Presi- 
dent of  Wall  Street,  not  of 
Main  Street,"  says  Represen- 
tative  Marcy   Kaptur  (D- 
Ohio),  an  anti-NAFTA  leader. 
Adds  her  Ohio  colleague. 
Representative   James  A. 
Ti-aficant  Jr.:  "I  think  it's 
time  for  a  third  major  politi- 
cal party  in  the  U.  S.,  because  labor  rhetOriC 
the   NAFTA   debate   shows  . 
there's  no  damn  difference  IS  dOWnright 
between    Republicans    and  , 
Democrats."  IlOStlle 

And  the  rhetoric  emanat- 
ing from  union  headquarters  is  even 
more  hostile.  Clinton  "screwed  us,  and 
we  won't  forget  it,"  fumes  William  H. 
Bywater,  president  of  the  International 
Union  of  Electronic  Workers.  Although 
passions  may  cool  after  Congress  ad- 
journs, some  labor  strategists  are  threat- 
ening to  recruit  primary  opponents  for 
key  pro-NAFTA  Democrats  in  next  fall's 
elections. 

The  new  animosity  could  complicate 
the  President's  fight  for  his  second- 
year  legislative  agenda.  Many  laborites 
have  always  l)een  cool  to  Clinton's  "man- 
aged competition"  health  plan  anyway. 
Union  defections  could  weaken  the  grass- 
roots l)litz  that  White  House  strategists 
hoped  would  counter  the  strong  opposi- 
tion to  the  Clinton  plan  from  Republi- 
cans and  moderate  Democrats.  Now, 
promises  Teamsters  President  Ronald 
Carey,  the  White  House  "can't  necessar- 
ily count  on  us." 


Mindful  of  the  threat,  the  Adminis- 
tration will  move  aggressively  to  patch 
up  relations  with  the  liberals.  Clinton 
may  appear  before  a  labor  audience  and 
appeal  for  solidarity.  "We  will  work  very 
hard  to  build  briflges,"  says  White  House 
Chief  of  Staff  Thomas  F.  "Mack"  McLar- 
ty  III.  Next  year,  when  the  Adminis- 
tration unveils  Labor  Secretary  Rol)ert 
B.  Reich's  plan  to  consolidate  federal 
job-ti-aining  efforts,  the  White 
House  also  may  increase 
funds  to  help  workers  dis- 
placed by  NAFTA. 
NEWT  PROBLEM.  Even  Clin- 
ton's newfound  alliance  with 
House    Republicans  could 
prove  to  have  unpleasant 
consequences.  In  the  end, 
NAFTA's  margin  was  provided 
by  a  large  bloc  of  House 
Repuljlicans.  In  the  process, 
the   White   House  helped 
transform    Minority  Whip 
Newt  Gingrich  (R-Ga.)  from 
bomb  thrower  to  statesman. 
That  could  backfire  in  future 
fights  over  crime,  welfare  re- 
form, and  the  health-care 
plan.  The  enhanced  stature  of  Gingrich, 
who  is  expected  to  become  Minority 
Leader  in  1995,  will  make  him  a  more 
formidable  foe.  In  the  future,  says  GOP 
pollster  Frank  Luntz,  "Clinton's  got 
to  deal  with  Newt  or  face  the  possil)ility 
of  defeat." 

Still,  the  Administration  is  confident 
that  as  the  economic  advantages  of  ex- 
panded trade  imder  NAFTA  l)ecome  ap- 
parent, the  dire  warnings  of  opponents 
will  be  forgotten.  "I  guarantee  we'll  see 
tangible  results  fi'om  NAFTA  befoi'e  Bill 
Clinton  comes  up  for  election  again,"  pre- 
dicts White  House  NAFTA  czar  William 
M.  Daley.  But  in  the  meantime,  Clinton 
has  an  awful  lot  of  wounds  to  bind  up. 
And  the  tough  part  for  him  is  that  he'll 
have  to  start  by  ministering  to  some 
of  the  main  constituencies  of  a  shaken 
Dem(KTatic  Party. 
Bt/  Susdii  B.  Gwi(t)id,  Douglas  Hdrlnrcht, 


and  Richard  S.  Dunham  in  Wa.shin<it<ni 


lABOR  TIFF  Clinton  takes  on  one  of  the  Democroticl 


NOV.  9 


ROSS  GETS  GORE 

Vice-President  Al 


party's  key  constituencies,  accusing  labor  leaders  of  us-  *     Vice-President  Al 

^hshod,  muscle-bound  tactics"  to  defeat  NAFTA.  Pact  op-  Gore  goes  after  Ross  Perot  on 
Dre  furious.  Larry  King  Live.  After  the  ver- 

bal slugfest,  NAFTA  support  in 
creases,  while  Perot's  poll 
ratings  drop. 


,^  THE  PREZ  GOES 

"  •   "  FOR  IT  At  a  press 
conference,  Clinton  shifts  the 
focus  of  the  debate  from  jobs 
to  his  Presidential  prerogative 
to  conduct  foreign  policy  and 
rt  a  vision  for  the 
's  future.  In  effect,  he 
ts  it  all  on  winning  NAFTA. 


NOV.  16 


THE  BAZAAR 


"  •  "  HEATS  UP  as 

Clinton  clinches  last-minute 
votes  on  the  Hill  with  deals  on 
wheat,  textiles,  sugar,  citrus 


AIRLINES  I 


THE  RUNWAY 


Airline  restructuring  could  turn  into  a  labor-management  brawl 


(jliday  cheer  for  the  airHne  in- 
dustry? Hardly.  Instead,  it  looks 
like  somebody  sjiiked  the  punch— 
with  arsenic.  Industry  leader  United 
Airlines  Inc.  took  its  poison  on  Nov.  12 
when  it  rebuffed  a  $5.5  billion  employee- 
buyout  proposal  offered  by  its  unions. 
United  now  wants  to  sell  assets,  and 
may  spin  off  some  25%  of  its  business 
into  lower-wa^e  entities  that  would  fly 
short-run  routes.  Its  unions,  though,  are 
set  to  declare  war.  Amei'ican  Airlines 
Inc.,  meanwhile,  has  Ijeen  holding  last- 
minute  talks  to  avert  a  Thanksgiving- 
strike  by  its  flight  attendants,  an  event 
that  could  hobble  the  carrier  during  one 
of  its  most  profitable  seasons. 

The  long-expected  airline  industry 
ovei"haul  has  l)egun.  Unfortunately,  it's 
starting  in  the  worst  possible  way,  with 
labor  and  management  poised  to  beat 
each  other  senseless.  Just  weeks  ago. 
United  looked  as  if  it  might  set  a  more 
positive  tone  by  crafting  a  deal  with  its 
unions  to  trade  (50%  of  its  equity  for 
wage  and  work-rule  concessions.  But 
the  deal  died  when  United  disputed  the 
value  of  the  union  proposal  and  final- 
ized the  sale  of  its  in-flight  catering 
kitchens,  which  employ 
5,200  union  members, 
to  a  subsidiary  of  the 
Dial  Corp.  Now,  with 
only  a  slim  chance  that 
a  buyout  can  be  put 
back  on  track.  United 
plans  to  push  ahead 
with  its  high-risk  plan 
to  break  itself  apart. 
"We  have  a  cost  pi'ob- 
lem,"  says  President 
John  C.  I\jpe,  "and  we 
are  going  to  have  to 
solve  it  unilatei'ally." 

The  I'est  of  the  industry  is  headed  in 
the  same  direction  (table).  For  months, 
executives  at  Delta,  United,  American, 
and  I  'SAir  have  jawboned  al)out  the  need 
to  slash  expenses  to  restore  profits  and 
compete  with  low-cost  rivals  such  as 
Southwest  Airlines  Co.  Continental  Air- 
lines Inc.  has  already  introduced  its  low- 
fare  service,  dubbed  CALite,  which  it 
says  will  be  profit al)le  by  early  next 


The  next  clash  may  be 
at  American,  where 
some  Wall  Street 
analysts  believe  the 
carrier  has  no  choice 
but  to  take  a  strike 


yeai-.  On  Nov.  16,  Delta  Air  Lines  Inc. 
announced  plans  to  sell  or  pull  out  of  its 
money-losing  transatlantic  routes  and  to 
study  a  low-cost  airline.  USAir  Group 
Inc.  is  finalizing  restructuring  plans,  too. 
"What  happens  at  United  and  Ameri- 
can," says  one  United  union  leader,  "will 
set  the  tone  for  the  entire  industry." 
PILOT  PROBLEM.  Just  now,  the  heat  is 
on  American.  On  Nov.  1,  the  airline  im- 
posed a  new  contract  on  its  flight  at- 
tendants' union.  Unless  eleventh-hour 
negotiations  deliver  a  deal,  the  company 
will  try  to  make  the  terms  stick  by 
weathering  a  strike  threat.  That  makes 
sense  to  some  on  Wall  Sti-eet.  "American 
can't  spend  all  this  time  complaining 
al)Out  its  costs,  then  just  back  down," 
says  Helane  Becker,  an  airline  industry 
analyst  at  Lehman  Brothers  Inc.  Hcwev- 
er,  the  plan  could  l)ackfire  if  American's 
pilots  honor  the  picket  line,  a  move  that 
would  paralyze  the  carrier.  American 
officials  concede  that  the  company  can't 
afford  a  widespread  pilots'  strike. 

United  may  encounter  equally  stiff 
resistance.  Already,  its  unions  are  con- 
templating work  slowdowns  and  a 
l)ig  public-relations  campaign  to  discred- 
it management.  "We'll 
make  previous  labor 
actions  look  like  tea 
parties,"  vows  one 
United  union  leader. 

Union  chiefs  still 
hope  United  will  re- 
voke the  flight  kitchen 
sale,  which  won't  close 
until  early  next  year. 
Indeed,  United  CEO 
Stephen  M.  Wolf  dis- 
cussed the  buyout  with 
machinists  executive 
John  F.  Peterpaul  on 
Nov.  17.  Air  Line  Pilots  Assn.  President 
J.  Randolph  Babbit  insists  that  "if  the 
comjjany  wants  to  do  something,  they 
will  fintl  a  way."  The  Clinton  Administra- 
tion may  also  use  its  leverage  to  prod 
United,  which  needs  federal  approval  to 
mesh  European  routes  with  the  German 
airline  Lufthansa. 

Meanwhile,  Pope  says  United  is  final- 
izing a  new  restructuring  plan.  Detailed 


internal  company  documents  obtaine 
by  BUSINESS  WEEK  indicate  the  plai 
are  risky  but  could  deliver  more  vali 
to  shareholders  than  the  ill-fated  buy  on 
United's  financial  adviser.  First  Bosu 
Corp.,  pegged  the  union  deal  at  $14(1 
share,  more  than  $8  a  shai'e  below  ti 
company's  closing  stock  price  on  N'n 
12.  The  unions  say  their  deal  was  won 
$165  a  share  and  could  have  been  ei 
hanced  had  United  negotiated.  But  tl 
internal  documents,  including  Fir; 
Boston's  analyses,  project  shares  to  I 
worth  up  to  $275  in  current  dollars  if 
successfully  restructures  itself. 

How?  The  P^irst  Boston  documen 
lay  out  two  scenarios.  The  first  optio 
dubbed  the  "enhanced  status  quo  plai 
envisions  outsourcing  such  work  as  ai 
craft  painting,  selling  the  San  Francis 
engine-maintenance  opei'ations,  and  for 
ing  a  marketing  link  with  a  lower-co 
carrier  to  compete  with  Southwes 
These  moves  could  save  some  $200  m 
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RESTRUaURING 
IN  THE  AIR 

Major  strategic  changes  and 
plans  by  U.S.  carriers 

AMERICAN  is  slashing  capacity 
by  4.5%  and  cutting  5,000 
jobs;  adding  more  business- 
market  flights;  diversifying  into 
new  businesses 

CONTINENTAL  is  expanding 
low-fare  CALite  flights  to  the 
East  Coast  and  launching  a 
transcontinental  premium  ser- 
vice; streamlining  maintenance 
to  save  $200  million  a  year; 
has  cut  2,500  jobs  

DELTA  deferred  the  delivery  of 
32  aircraft;  plans  to  sell  or 
pull  out  of  money-losing 
transatlantic  routes 


UNITED  scuttled  union  talks; 
may  take  over  some  America 
West  routes  or  launch  short- 
hop  units;  unions  plan  to  dis- 
rupt operations 


USAIR  is  looking  for  ways  to 
become  more  compatible  with 
part-owner  British  Airways; 
could  cut  jobs  and  salaries, 
shelve  unprofitable  routes 


DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


1  year  by  2000,  and  produce  a  stock 
:  in  current  dollars  of  $150  to  $180  a 

rst  Boston  calls  the  other  option 
resti-ucturinjj-  plan."  Under  this  sce- 
I,  studied  in  part  by  Booz  Allen  & 
ilton  Inc.,  United  would  spin  off  its 
,-haul  routes  into  separate  compa- 
and  issue  stock  in  them  to  United 
sholders.  The  carrier  might  also 
:  marketing  links  or  invest  in  exist- 
arriers.  The  most  likely  candidate, 
Jnited  executives:  low-cost  America 
Airlines  Inc.,  which  needs  fund- 
.0  emerge  from  Ijankruptcy.  The 
says  First  Boston,  could  deliver  a 
price  of  $22.5  to  $275  a  share, 
e  restructuring  plan  calls  for  Unit- 
break  its  short-haul  l)usiness  into 
regional  carriers  that  would  eveutu- 
(enerate  25%  of  United's  revenue, 
lew  carriers  would  pay  lower  wag- 
id  improve  United's  operating  in- 
by  up  to  $640  million  more  than 


what  it  otherwise  would  be  in  say 
the  Booz  Allen  documents.  Similarly,  a 
link  with  America  West,  which  would 
take  over  some  of  United's  West  Coast 
flying,  could  boost  United's  operating 
jirofits  l)y  $60  million. 
NO  MILK  RUN.  United  won't  comment 
on  any  plans  in  its  internal  documents. 
But  the  proposals  contain  a  host  of  ca- 
veats for  investors  salivating  at  the  big 
numbers.  The  Internal  Revenue  Service 
would  have  to  rule  on  the  tax  conse- 
quences of  a  spin-off,  First  Boston 
warns,  which  could  hit  United  share- 
holders with  a  big  l)ill.  First  Boston  also 
presumes  that  the  unions  will  fight  ef- 
foi'ts  that  leave  them  out.  It  figures  that 
a  severe  union  response  could  last  two 
years,  chop  revenues  hy  up  to  5%,  boost 
cancellations  by  5%,  and  foi'ce  the  carri- 
er to  spend  $3  million  to  deal  with  a 
federal  inquiry. 

If  everything  goes  awiy,  United  could 
be  worth  a  mere  $108  a  share,  according 


to  First  Boston.  And  the  unions  point 
out  that  none  of  First  Boston's  scenarios 
account  for  the  possibility  of  a  strike. 
Some  of  United's  business  i)lans  may  be 
too  rosy,  as  well.  For  instance,  Morgan 
Stanley  &  Co.  analyst  Kevin  Miu'phy 
says  that  a  link  with  America  West 
"doesn't  make  sense,"  because  it  flies  too 
many  longei'  flights. 

In  other  words,  it  will  be  a  stretch  for 
United  to  l)est  the  unions'  $140-a-share 
offer.  Meanwhile,  anger  is  mushroom- 
ing among  employees,  many  of  whom 
believe  the  unions  were  led  on.  "We 
were  messed  with,"  says  a  United  pi- 
lot. If  the  unions  do  fight,  "their  actions 
aren't  consistent  with  solving  the  prob- 
lem," says  United's  Pope.  Maybe  not. 
But  if  management  walks  down  the  re- 
sti'ucturing  road  alone,  nobody  should 
expect  labor  to  make  the  trip  easy. 

By  Kevin  Kelly  in  Chicago,  with  Aaron 
Bernstein  in  New  York,  Seth  Payne  in 
Washington,  and  bureau  reports 
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TELEVISION  I 


MEDIA  MANIA,  PART  TWO?  Some  scenarios  for  deals  involving  the  newly  deregulated  broadcast  networks 


Potential  portners 


Advantages 


Hurdles 


CAPITAL  CITIES/ABC 
AND  WALT  DISNEY 


Disney  already  supplies  hit  shows 
such  as  Home  Improvement; 
Disney  CEO  Michael  Eisner  once 
worked  for  ABC 


Potential  conflict  over  who 
would  run  the  show,  Disney 's 
Eisner  or  Cap  Cities' 
up-and-comer  Robert  Iger 


GENERAL  ELECTRICS 
NBC  AND  TURNER 
BROADCASTING 


Turner  and  NBC  are  already  mulling  an 
Olympics  broadcasting  deal;  a  merger 
would  give  GE  a  multimedia  play 


Turner  likely  will  want  control; 
He  also  might  not  welcome  GE 
as  a  powerful  shareholder 


TELE-COMMUNICATIONS 
AND  FOX 


TCI's  John  Malone  gets  a  stake  in 
movie  studio;  Fox's  Rupert  Murdoch 
gets  cable  distribution 


Cross-ownership  of  cable  systems 
and  a  network  could  pose 
regulatory  problems 


CBS  AND  ???? 


DATA;  BUSINESSWEEK 


The  No.  1  -rated  network  would  be  a 
choice  merger  or  purchase  target 


Laurence  Tisch,  who  owns  23%, 
will  hold  out  for  lop  dollar 


VnilMCGADeAl  BE  THE  NEW 
NETWORK  GAME  SHOW? 


Wall  Street  expects  deregulation  to  bring  a  flurry  of  combinations 


Ask  Howard  Stringer  about  indus- 
try conferences  these  days  and 
he  rolls  his  eyes.  At  a  meeting  in 
Washington  on  Nov.  9,  the  president  of 
CBS  Broadcast  Group  sat  on  a  panel  of 
media  luminaries  including  Barry  Diller 
and  Bell  Atlantic  CEO  Raymond  W. 
Smith.  But  instead  of  a  lively  chat  about 
show  biz  or  even  TV  violence,  the  panel- 
ists bogged  down  in  a  technical  discus- 
sion of  telephone  regulations.  Says 
Stringer:  "I  wanted  to  ask  whether  I 
should  get  off  the  stage." 

Good  question.  Until  now,  Stringer 
and  his  peers  at  Capital  Cities/.M^C  Inc. 
and  NBC  Inc.  have  hovered  in  the  wings 
while  their  business  has  undergone  seis- 
mic change.  On  Nov.  12,  though,  a  feder- 
al judge  in  Los  Angeles  pulled  them 
back  into  the  fray  by  lifting  an  antitrust 
consent  decree  that  restricts  the  finan- 
cial interest  networks  can  have  in  the 
programs  they  telecast. 
lAST  ROADBLOCK.  This  arcane  rule  had 
restrained  the  networks  from  making  a 
wide  range  of  possible  deals  with  Holly- 
wood studios.  True,  the  webs  must  still 
overturn  a  Federal  Communications 
Commission  ruling  that  bars  them  from 
the  domestic  TV  syndication  market  for 
two  more  years.  An  appeals  court  in 
Chicago  will  hear  that  case.  But  Wall 
Street  is  already  expecting  a  flurry  of 
deals,  and  the  networks  are  suiting  up 
for  the  multimedia  derby.  Declares 


Stringer:  "It's  the  beginning  of  the  end." 

Cap  Cities  may  have  moved  first  by 
announcing  that  Chairman  Thomas  S. 
Murphy  would  return  as  CEO  when  Dan- 
iel B.  Burke  retires  next  February.  The 
company  didn't  elevate  Burke's  heir  ap- 
parent, Robert  A.  Iger,  and  some  media 
analysts  speculate  that  Murphy  believes 
Iger  isn't  ready  yet  to  navigate  the  com- 
pany through  the  fast-changing  land- 
scape. As  a  result,  Murphy  may  prefer  a 
deal  with  another  media  company.  Cap 
Cities  declined  comment. 

Who  might  Cap  Cities  link  up  with? 
Well,  Walt  Disney  Co.  already  produces 
such  ABC  hits  as  Home  Improvement. 
And  Disney  Chairman  Michael  D.  Eisner 
once  ran  the  ab('  network.  Plus,  Disney 
could  use  ABC's  powerful  distribution 
system  for  its  programming. 

That  distribution  system  is  central  to 
the  appeal  of  all  three  networks.  Indeed, 
Disney's  rivals,  Time  Warner  and  Para- 
mount, recently  announced  plans  to 
start  fifth  and  sixth  TV  networks,  pre- 
cisely because  they  are  afraid  of  losing 
network  audiences  for  their  own  shows. 
Why?  Because  the  networks  are  begin- 
ning to  produce  more  of  their  own 
shows.  Just  this  year,  ABC  has  doubled 
its  in-house  production,  while  CBS  is  mak- 
ing hits  such  as  Dave's  World  and  Dr. 
Quinn,  Medicine  Woman. 

Cap  Cities  has  already  explored  deals 
with  Paramount  and  Turner  Broadcast- 


ing System.  But  investment  bankers  s;r 
those  talks  foundered  over  issues 
price  and  control.  Hollywood  sources  sa- 
that  despite  Cap  Cities'  management  w. 
certainty,  Murphy  wants  to  retain  co'. 
trol  of  any  merged  company. 

Price  looms  as  an  even  bigger  hurd,' 
now.  Thanks  to  the  superheated  biddiri 
for  Paramount  Communications,  the  pp 
mium  on  all  entertainment  companiu 
has  skyrocketed.  Nicholas  Heymann, 
analyst  at  NatWest  USA,  points  out  thj 
NBC's  parent,  General  Electric  Co.,  d,i 
clined  to  sell  the  network  two  years  aj 
because  no  one  would  meet  its  price 
about  $5  billion.  Now,  figures  Heyman 
the  Peacock  network  could  fetch  from  : 
billion  to  $10  billion. 
BIG  EYES.  Not  that  GE  is  eager  to  sc 
Chairman  John  F.  Welch  Jr.  has  madr 
clear  that  he  now  regards  NBC  as  ; 
improving  asset.  Although  it  still  tra 
in  the  ratings,  the  network  should  Ihki 
its  1993  operating  earnings  47'/  ,  to 
million,  according  to  Heymann.  Wliai 
more,  NBC  President  Robert  C.  Wi-ig 
has  expanded  NBC  aggressively  abrijn 
buying  a  controlling  interest  in  the  \m\ 
pean  TV  service  Super  Channel. 

But  broader  possibilities  sugge 
them.selves  as  well.  How  about  an  al 
ance  with  Turner?  NBC  and  Turne)-  a 
already  hashing  out  cable  rights  for  U 
1996  Olympic  Games.  And  Porter  Bib 
an  investment  banker  at  Ladenbur 
Thalmann  &  Co.,  suggests  GE  shoii 
consider  broadening  that  relationship  I 
turning  NBC  over  to  the  Atlanta  mog 
in  return  for  a  407'  equity  stake  in  tl 
new  company. 

The  networks  will  have  to  move  quic 
ly  to  make  choice  deals.  Hollywoi 
sources  say  cable  titan  John  C.  Maloi 
is  already  negotiating  with  Rupert  Mi 
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loch  about  buying  a  minority  interest  in 
i'ox  Broadcasting  Co.  And  Malone  has 
ilso  talked  to  Sony's  Columbia  Pictures 
ind  Matsushita's  mca. 

Even  the  industry's  inveterate  odds- 
nakers  are  reluctant  to  predict  CBS'  fu- 
ure.  With  its  No.  1  rating,  strong  bal- 
ince  sheet,  and  new  stars  such  as  David 
jetterman,  the  Tiffany  network  is  again 
,  lustrous  asset.  But  decisions  on  any 


ASSAULT  ON 
BATTERIES 

)etroit  wages  war  on 

sgislation  promoting  electric  cars 

Ford  Motor  Co.  made  sure  that  there 
was  plenty  of  fanfare  on  Nov.  16, 
when  it  handed  over  the  keys  to  its 
ew  Ecostar  electric  vans.  Vice-Chair- 
lan  Allan  D.  Gilmour  trekked  west  to 
eliver  one  to  Southern  California  Edi- 
on  Co.  Back  in  Motown,  Detroit  Edison 
lo.'s  chief  executive,  John  E.  Lobbia, 
Doled  up  in  a  1914  Rauch  &  Lang  elec- 
fic  car  to  collect  his  company's  first 
Icostar.  ■ 

Behind  such  high-voltage  eco-PR,  how- 
ver,  the  Big  Three  auto  makers  are 
'orking  to  delay  or  cancel  rules  that 
squire  them  to  offer  electric  vehicles 
Dr  sale  in  the  U.  S.  by  1998.  They  fear 
lat  they  will  lose  hundreds  of  millions 
f  dollars  pushing  expensive  technology 
n  reluctant  consumers.  So  they're  lob- 
ying  lawmakers,  taking  states  to  court, 
nd  grousing  about  the  lack  of  long- 
inge  batteries  to  power  such  vehicles. 
You  can't  legislate  innovation,"  says 
.enneth  R.  Baker,  head  of  GM's  electric 
ehicle  program. 

Despite  Detroit's  complaints,  Califor- 
ia  regulators  are  standing  by  rules  es- 
iblished  in  1990  that  require  manufac- 
irers  to  push  up  the  number  of  electric 
irs  they  sell  in  the  state  to  2%  of  over- 
11  sales  by  1998  and  to  10%  by  2003. 
iven  Detroit's  lead  time  for  new  prod- 
cts,  carmakers  have  just  a  few  months 
)  decide  which  models  to  make  to  meet 
alifornia's  requirements.  Adding  to  the 
eat,  auto  makers  in  Europe  and  Japan 
re  pushing  ahead  with  their  own  elec- 
'  ic  car  programs. 

For  now,  the  Big  Three  seem  to  be 
atting  as  much  effort  into  lobbying  as 
igineering.  In  August,  Ford's  Gilmour 
ew  to  California  to  meet  with  Governor 
ete^  Wilson.  In  a  follow-up  letter,  Gil- 
iour  said  Ford  expected  to  spend  $2 
illion  by  1998  to  meet  the  state's  elec- 
■ic  vehicle  requirement — and  to  lose 
loney  in  the  process.  Meanwhile,  the 
iimerican  Automobile  Manufacturers 


deals  are  going  to  remain  the  sole  prov- 
ince of  CBS  Chairman  Laurence  A.  Tisch, 
who  owns  237'  of  the  company's  stock. 
Observers  say  Tisch  has  thoroughly  sa- 
vored the  network's  run  at  the  top.  But 
insiders  don't  doubt  that  if  someone 
made  the  billionaire  investor  a  good  of- 
fer, he  would  sell  out. 

For  the  time  being,  as  the  regulatory 
environment  shakes  out,  the  networks 


Assn.  has  led  the  legal  battle  to  block 
Northeastern  states  from  adopting  the 
California  rules. 

The  car  companies  have  plenty  of  evi- 
dence of  the  high  cost  of  getting  into 
electric  vehicles — they've  made  sure  of 
that.  Ford's  $2  billion  figure,  for  in- 
stance, includes  such  items  as  setting  up 
a  dealer  network  and  projected  losses 
for  the  first  few  years  when  volumes 
will  be  low  and  costs  high.  "The  comp- 
troller threw  in  everything  he  could 
find,"  concedes  John  R.  Wallace,  Ford's 
director  of  electric-vehicle  development 
programs. 

VOLTSWAGEN?  Among  the  Big  Three, 
Chrysler  Corp.  seems  to  have  the  sound- 
est plan  to  meet  the  California  deadline. 
It's  quietly  readying  the  next  generation 
of  its  popular  minivans  to  run  on  gaso- 
line, natural  gas,  or  electricity.  The  gaso- 
line version  premieres  in  1995,  the  other 
models  in  1996.  To  keep  costs  down,  it's 
designing  all  versions  to  be  put  to- 


Ford  says  California's  rules, 
which  mandate  that  2%  of  all 
sales  must  be  electric  cars  by 
1998,  will  cost  it  $2  billion 


will  probably  pursue  smaller  deals  with 
independent  producers  rather  than 
megamergers.  But  with  government  re- 
strictions fading  like  a  bad  sitcom  and 
asset  values  soaring,  it's  only  a  matter 
of  time  before  the  networks  take  center 
stage  in  the  great  media  shuffle. 

By  Mark  Landler  in  New  York,  with 
Ronald  Grover  in  Los  Angeles  and  Mark 
Leiryn  in  Washington 


gether  largely  on  the  same  factory  line. 

Across  the  Atlantic,  a  joint  venture  in 
Germany  between  Mercedes-Benz  and 
Volkswagen  is  testing  advanced  batter- 
ies in  60  different  electric  prototypes. 
Mercedes  expects  to  build  an  electric 
version  of  its  A3  small-car  prototype  by 
the  end  of  the  decade.  Japanese  carmak- 
ers are  pressing  ahead,  too.  Last  year, 
Honda  Motor  Co.  dropped  its  Formula 
One  racing  i)rogram  to  focus  on  environ- 
mental research  and  development. 

Some  of  the  most  intriguing  research, 
though,  is  at  small  companies.  A  zinc-air 
battery  developed  by  an  Israeli  compa- 
ny. Electric  Fuel  Ltd.,  has  powered  a 
small  Mercedes  van  200  miles  on  a  single 
charge,  double  the  range  of  other  batter- 
ies. The  German  postal  authority  will 
test  the  product  in  more  than  50  vehicles 
next  year.  A  German  company,  Magnet- 
Motor,  has  tested  a  city  bus  that's  partly 
powered  by  a  flywheel  spinning  at 
12,000  revolutions  per  minute.  Other 
companies,  such  as  three-year-old  Ameri- 
can Flywheel  Systems  Inc.  of  Seattle, 
also  hope  to  power  vehicles  with  the  en- 
ergy stored  in  rapidly  rotating  gyros. 
With  so  many  companies  in  the  clean-car 
race,  can  Detroit  really  afford  to  back 
off  the  throttle? 

By  David  WoodruJJ in  Detroit,  with  John 
Templeman  in  Bonn  and  Neat  Sandler  in 
Jerusalem 
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Commentary/by  Christopher  Farrell  and  Michael  J.  Mandel 

WHAT'S  ARRIVING  ON  THE  INFORMATION  HIGHWAY?  GROWTH 


Ah,  multimedia.  Like  the  Califor- 
nia gold  rush  of  1849  and  the 
Oklahoma  land  grab  of  1889, 
the  coming  convergence  of  media,  com- 
puter, and  communication  technologies 
has  set  off  an  epic  scramble  for  stakes 
in  the  Information  Age.  But  even 
though  billions  of  dollars  are  being 
spent  on  takeovers  and  alliances,  no- 
body knows  yet  which  companies  and 
technologies  are  going  to  come  out 
ahead — or  even  whether  a  viable  mar- 
ket exists. 

There  is  already  one  clear  win 
ner,  however:  the  U.  S.  econo 
my.  The  nation's  telecom 
munications  giants  an 
poised  to  spend  tens  of  bi 
lions  of  dollars  during 
the  next  decade  to  re- 
vamp their  electronic 
networks  and  to  lay  mil- 
lions of  miles  of  fiber- 
optic cable.  Investment 
in  the  Information  Super- 
highway could  generate 
jobs  and  swell  incomes  for 
years.  Indeed,  just  as  eco 
nomic  growth  in  the  1980s 
was  kicked  higher  by  real  es 
tate  investment,  economic 
growth  in  the  1990s  may  be  driven 
upward  by  the  telecommunications 
revolution. 
CALIFORNIA  PLANNING.  The  first  wave 
has  already  begun,  with  the  biggest 
push  coming  from  Pacific  Bell,  the  Cal- 
ifornia phone  company  of  Pacific  Tele- 
sis  Group.  On  Nov.  11,  it  announced  a 
$16  billion,  seven-year  plan  to  build  a 
high-speed  fiber-optic  transmission  sys- 
tem offering  voice,  data,  and  video  ser- 
vices. That's  an  increase  of  267"  from 
its  previous  spending  plans.  Bell  Atlan- 
tic Corp.  says  it  will  invest  $15  billion 
over  the  next  five  years,  as- 
suming regulators  don't 
block  its  merger  with  cable- 
television  giant  Tele-Com- 
munications Inc.  "What  you 
now  have  is  an  acceleration 
of  an  investment  cycle," 
says  Eli  M.  Noam,  a  Colum- 
bia University  economist. 

If  other  Bell  operating 
companies  follow  suit,  the 
Baby  Bells  during  the  next 
five  years  could  boost  their 
capital  spending  by  $25  bil- 
lion to  $50  billion,  on  top  of 


the  $100  billion  they  were  previously 
projected  to  spend.  This  investment  in- 
crease could  rival  the  rise  in  business 
spending  on  computers  in  the  past  sev- 
eral years.  It  could  rival  the  federal 
spending  on  the  new  interstate  high- 
way system  during  the  late  1950s  and 
early  1960s  (table).  With  combined  rev- 
enues of  more  than  $80  billion  and  ster- 
ling balance  sheets,  the  Baby  Bells  can 
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easily  afford  such  a  spending  splurge. 

The  total,  moreover,  seems  sure  to 
grow,  as  cable,  wireless,  computer,  and 
other  telecommunications  companies 
join  the  spending  spree.  Spending  on 
the  Information  Superhighway  isn't 
likely  to  slow,  either,  even  if  interest 
rates  rise  or  the  economy  temporarily 
flags.  "It's  investment  in  response  to 
opportunities  and  technologies  that 
didn't  exist  before,"  says  Chris  Var- 


ONCE  AND  FUTURE  SPENDING  BOOMS 


Spending  over  five-year  period  above  baseline  rate  of  previous  two  years 


INTIRSTATE  HIGHWAYS  ( 1 959-63) 
Federal  highway  grants 


REAL  ESTATE  BOOM  (1985-89) 

Investment  in  office  buildings  > 


COMPUTER  FRENZY  (1 989-93) 

Business  spending  on  computers  and  office  equipmen| 


INFORMATION  SUPERHIGHWAY  ( 1 994-98) 
BUSINESS  WEEK  estimate  of  capital  spending, 
including  equipment  and  infrastructure,  by  Baby  Bells 
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vares,  an  economist  at  forecaster  Laur- 
ence H.  Meyer  &  Associates. 

True  enough,  the  Baby  Bells  and 
other  telecom  companies  are  cutting 
jobs,  even  as  they  accelerate  their  in- 
vestment efforts.  But  the  impact  nf 
their  investments  will  have  a  powerful 
multiplier  effect  on  the  economy  in  i 
coming  years.  Here's  how:  Higher  in- 1 
vestment  rates  boost  productivity.  I 
Faster  productivity  growth  raises  real  i 
incomes.  Consumers  spend  mor< 
companies  start  hiring,  and  lli' 
economic  tempo  picks  up.  Mm  li 
of  the  gain  from  telecommum 
cations  investment  will  st;i\ 
in  the  domestic  econoni\,! 
too,  because  U.  S.  produ(-  !> 
ers  account  for  a  majoi- 
chunk  of  the  world  tele  . 
com  industry.  S 
Yet  the  raw  invest-! 
ment  numbers  under- 
state the  dynamism  that ' 
will  be  unleashed  li\ 
milding  the  Informal^ 
Superhighway.  Much  In 
the  construction  of  the  rail  i 
roads  in  the  19th  centui-\  , 
electricity  networks  in  the  i': 
\\  20th  century,  and  the  int< 
state  highway  system  after  WorM 
War  II,  the  Information  Superhighw.i>  ■ 
will  change  the  way  we  live  at  honieji 
and  at  work.  It  will  also  open  up  opp<>i-  ' 
tunities  for  new  goods  and  servin  s 
dreamed  up  by  the  nation's  innovatm - 
and  entrepreneurs — cutting-edge  idi'a- 
that  spur  economic  growth. 

To  be  sure,  the  telecom  boom  of  tin 
1990s  is  not  a  done  deal.  Lawmakr 
and  regulators  could  dampen  lI 
spending  explosion  by  maintaining  ti  ;i 
ditional  barriers  to  competition  amon;.; 
the  various  telecom  players  or  by  slow 
ing  spending  on  the  Infdi 
mation  Superhighway.  Ilui 
the  lure  of  a  new  pmln 
frontier  and  the  fear  of  \>r 
ing  left  out  are  driving  tele  i 
com  companies  to  considei  j 
investment  programs  uii 
thinkable  a  few  months  ag<> 
That's  the  best  news  the  de  j, 
mand-starved  U.  S.  econom\  i 
has  had  in  many  a  moon. 


Farrell  and  Mandel  cok  < 
economics    for  BUSINEi>^ 
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Introducing  a  better  view  from  your  Windows. 
OS/2®  for  Windows  lets  you  get  more  from 
Windows  than  ever  before.  Add  OS/2  for 
Windows  to  your  current  Windows  3.1  setup 
and  take  your  PC  to  a  higher  level  of  power  and 
performance. 

OS/2  for  Windows  lets  you  run  your  DOS 


Something  everyone 

ind  Windows  programs.  In  fact,        you  %/  Freelance  Gr 


0^^ 


and  Windows  programs.  In  fact,  you 
can  run  more  than  one  program  at  a  time, 
with  more  speed  and  reliability  than  DOS  and 
Windows  alone.  Now  you  can  finish  off  a 


A  QUICKER  LOOK  AT  OS/2  FOR  WINDOWS: 

Increases  your  productivity:  run  more  than  one 
program  at  a  time  with  greater  speed  and  rehability. 

Brings  your  PC  up  to  speed:  exploit  the  32-bit 
power  and  performance  of  386SX  PCs  and  higher. 

Saves  you  money:  no  need  to  buy  various  utihties  to 
improve  Windows  performance. 

Gives  you  more  programs  to  choose  from:  run 

DOS,  Windows  and  OS/2  programs. 


should 


Freelance  Graphics®  presentation  in  one 
window  while  you  send  a  1-2-3®  spreadsheet  by 
Fax  modem  in  another— without  fear  of  frustrat- 
ing system  crashes  like  before.  Make  entries  in 
Quicken®  without  waiting  for  your  WordPerfect® 
document  to  finish  printing.  You  can  even 
launch  into  the  latest  32-bit  OS/2  programs— 

with  Windows 

right  from  your  Windows  session. 

To  order  or  to  find  out  more  about  OS/2 
for  Windows,  call  1  800  3-IBM-OS2.  In 
Canada,  call  1  800  465-7999.  OS/2  for  Windows 
is  also  available  at  local  software  dealers. 

After  all,  your  Windows  could  use  a  little 
fresh  air. 

Operate  at  a  higher  level.™ 

look  into. 

'Dealer  prices  may  vary  Otier  valid  in  U  S  A  only  expires  2/9/94  This 
ad  was  created  by  LINTAS  and  got  to  this  publication  on  time  using 
DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM  and 
OS/2  are  registered  trademarks  and 
Operate  at  a  higher  level"  is  a  trademark 
of  International  Business  Machines 
Corporation  Windows  is  a  trademark  of 
Microsoft  Corp  All  other  products  are 
trademarks  or  registered  trademarks 


PUBLIC  OFFERINGS  I 


DOMMA  KARAN  BACKS  OUT 
OF  SHOWING  HER  BOTTOM  LINE 


A  plan  to  go  public  is  dropped  amid  skepticism  on  Wall  Street 


ence 
am,' 


onna  Karan  donned  a  pin-striped 
suit  for  the  occasion,  but  slie  was 
clearly  ill  at  ease  with  her  audi- 
"I'm  Donna  Karan.  That's  who  I 
she  said  at  a  hurriedly  arranged 
news  conference  on  Nov.  17.  "I'm  much 
easier  at  runway  shows  than  I  am  at 
this." 

"This"  meant  calling  off  the 
initial  public  offering  of  her 
Donna  Karan  New  York  fash- 
ion house,  one  of  the  industry's 
most  successful.  The  company 
had  planned  to  sell  11  million 
shares  at  $16  apiece  in  Decem- 
ber. Now,  the  offering  is  on 
hold — though  Karan's  partner, 
Frank  Mori,  whose  Takihyo  Co. 
also  owns  the  Ann  Klein  fash- 
ion house,  says  he'd  like  to  try 
to  take  Karan  public  in  1994. 

Karan's  couture,  in  the  end, 
played  far  better  on  the  runway 
than  it  did  on  Wall  Street.  In- 
vestors shuddered  at  the  high 
prices  of  her  core  women's  lines 
and  backed  off  when  evidence 
appeared  that  the  company's  di- 
versification into  fragrances 
and  clothing  for  men  and  kids 
wasn't  performing  well  (chart). 
A  roadshow  to  sell  the  IPO, 
originally  scheduled  for  early 
November,  was  first  postponed, 
then  cancelled — apparently  in 
the  face  of  a  poor  reception. 
"The  fashion  critics  have  been  genuflect- 
ing before  her  for  the  past  five  years," 
says  Alan  Millstein,  an  apparel  consul- 
tant in  New  York.  "She's  not  used  to  the 
searing  light  of  the  financial  press." 
FAST  RISE.  Karan,  44,  has  enjoyed  a  spec- 
tacular run  in  an  industry  that  burns 
designers  out  faster  than  hemlines 
change.  She  founded  her  fashion  house 
in  1984.  Through  a  combina- 
tion of  clever  advertising,  an 
ability  to  design  simple,  sexy 
clothes,  and  the  cultivation  of 
such  celebrities  as  Candice 
Bergen,  Barbra  Streisand, 
and  Hillary  Rodham  Clinton 
as  clients,  Karan  became 
known  as  the  Empress  of 
Seventh  Avenue.  Last  year, 
the  company  earned  $33  mil- 
lion on  $258  million  in  sales. 
But  department  stores  may 


be  tiring  of  the  Karan  look.  "She  had  a 
tough  spring  and  a  tough  fall,"  says  an 
executive  at  one  of  Karan's  biggest  de- 
partment-store accounts.  "The  clothes 
were  a  repeat  of  last  year."  At  the  news 
conference,  Karan's  husband,  Stephan 
Weiss,  confirmed  that  the  company's 
fortunes  have  dipped.  For  the  first  nine 


DOWNA 


KARAN'S  NlCHTMhRE 
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months  of  1993,  Karan  earned  $28  mil- 
lion on  $265  million  in  sales.  Sales  rose 
15'^  ,  but  "earnings  were  not  up  to  inter- 
nal expectations,"  Weiss  said. 

Even  before  that  news,  institutional 
investors  were  wary  of  the  offering. 
"Her  prices  could  be  a  hindrance,"  said 
Michael  Haines,  a  portfolio  manager  at 
Founders  Discovery  Fund  in  Denver, 
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 DONNA  KARAN:   

NEW  BUSINESSES  ARE  A  PROBLEM 

Financial  results  for  ffie  15  months  ended  Apr.  3, 
excluding  revenue  from  certain  licensees 
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which  owns  91,000  shares  of  Tommy  H' 
figer  Corp.,  before  Karan  yanked  tl 
offering.  "It  would  have  been  better  ' 
she'd  gone  public  during  the  late  '8t 
when  there  was  more  conspicuous  co 
sumption."  Indeed,  a  Donna  Karan  i  a-^ 
mere-and-spandex  bodysuit  goes  U 
$800;  a  partially  lined  wool  biaz' 
fetches  $1,400.  That's  one  reason  tli 
Kurt  Winters,  a  portfolio  manager  al  li 
Securities  Corp.,  whose  fund  used  In  1 
the  biggest  holder  of  Liz  Claiborne,  .-a 
he  threw  the  Donna  Karan  prospi'cii 
out.  "This  [IPO]  was  primarily  seen  as 
vehicle  for  Donna  and  her  husbam!  • 
cash  out,"  he  says. 
BIG  RISK.  Karan's  efforts  to  divfi>i 
didn't  help  her  cause.  Rather  than 
cense  her  new  perfume  to  a  f i  ■ 
grance  veteran,  for  examp . 
Karan  and  Weiss  establisli.l 
their  own  fragrance  comi)aii 
"Everyone  advised  her  again 
doing  that,  but  she  thought  ,^ 
could  make  a  killing  if  she  diil 
right,"   says  one  departHK  i 
store  executive. 

Instead,  Donna  Karan  l  it  a 
ty  Corp.  lost  $6.1  million  'i 
sales  of  $4.1  million  for  the 
months  ended  Apr.  3,  199.' i.  I 
dustry  sources  say  many  I"- 
ties  were  returned  because  i  ■ 
spritzer  piece  didn't  work  pri 
erly.  Weiss,  a  sculptor  wlm  > 
signed  the  bottle  himself,  ; 
mits  that  there  were  produrt  1 1 
"glitches"  but  says  they  lia 
been  fixed.  The  company  i- 
cently  introduced  perfuml 
body   lotions,   and   now,  -a 
Weiss,  the  beauty  company  ■. 
"doing  too  well  to  consider  - 
censing  it." 

So  far,  Karan's  venture.-  i 
men's  and  children's  cloiln. 
have  been  unsuccessful.  That's  no  i 
prise.  "I  can't  remember  a  women's  : 
parel  company  that  has  ever  made  mm 
ey  in  men's  and  children's  clothes," 
Peter  Siris,  an  analyst  at  UBS  Secuni 
Inc.  "I  had  a  sell  recommendation  n- 
dy  to  be  issued  on  the  day  of  the  n( 
offering." 
Still,  many  retailers  have  faith  in  K; 

an's  ability  to  turn  her  bu 
ness  around.  "Donna  is  ve 
dedicated  and  very  inten; 
and  when  business  isi 
good,  she  comes  into  t 
store  and  wants  to  kn( 
what  she  can  do  bette 
says  Rose  Marie  Bravo,  pr 
ident  of  Saks  Fifth  Aveni 
Good  thing,  since  she'll  ha 
to  do  much  better  to  tacl 
Wall  Street  again. 

By  Lama  Zinn  in  New  Yi 
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Prudential  Securities 


For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  oiir  funds,  call  1-800-654-5454  ext.  1813. 

For  more  complete  information  on  any  of  the  Funds,  including  charges  and  expenses,  call  1-800-654-5454  ext.  1813  or  ask  your 
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risk  adjusted  rating,  which  measures  a  fund's  histoncai  risk/return  performance  in  a  partiailar  class  of  funds.  Funds  are  ranked  according 
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historical  arid  do  not  represent  future  performance.  Class  A  shares  are  subject  to  a  maximum  front-end  sales  charge  of  5.25%.  iVIost 
Class  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declining  over  a  six-year  period  upon 
redemption.  The  classes  have  a  common  portfolio.  '=-1993  Prudenrial  Securiries  Incorporated.  Member  SIPC. 


COMEBACKS  I 


TRUMP  TRIES  TO 
PULL  A  HOUDINI 


Conjuring  up  the  financing  for  five  big  deals  will  be  a  neat  trick 


The  relentless  Donald  Trump  is  sud- 
denly eager  to  show  that,  when  it 
comes  to  deals,  he's  still  the  artist. 
True,  his  easel  and  brushes  remain  in 
hock.  But  give  the  debt-laden  developer 
credit:  He's  working  on  a  plan  to  wiggle 
out  of  the  $200  million  in  personal  debt 
from  his  1990  near-collapse.  And  he  has 
five  real  estate  projects  simmering, 
which  he  insists  will  restore  him  to  his 
former  glory.  Even  though  the  prospects 
are  uncertain  in  a  market  still  shell- 
shocked  from  1980s  excesses.  Trump 
shows  his  old  fighting  spirit.  In  what 
skeptics  see  as  a  massive  display  of 
wishful  thinking.  Trump  tells  anyone 
who  will  listen:  "I'm  back." 
Trump  has  some  cards  to  play.  His 


Whatever  he  does  in  Atlantic  City, 
Trump  must  move  quickly.  Nearby  Phil- 
adelphia is  considering  legalized  gam- 
bling. Already,  Foxwoods  casino  in  Led- 
yard.  Conn.,  is  a  rival  to  Atlantic  City. 

Trump,  meanwhile,  will  have  a  real 
challenge  scaring  up  financing  for  the 
real  estate  and  gambling  deals  he's  plan- 
ning elsewhere.  Banks  are  leery  of  lend- 
ing him  money  after  getting  burned  in 
his  1990  meltdown,  and  his  personal  for- 
tune is  modest.  "He's  got  maybe  $1  mil- 
lion in  cash,  and  that's  it,"  says  a  banker 
who  follows  his  finances.  That  means 
Trump  must  find  big-bucks  partners  to 
provide  capital  or  hope  he  can  tap  the 
junk-bond  market,  which  at  least  for 
now  is  still  high  on  casino  issues. 


The  same  goes  for  Las  Vegas,  now  i 
the  midst  of  a  building  boom.  The  i 
billion  MGM  Grand  Hotel,  the  pride  c 
Los  Angeles  financier  Kirk  Kerkorian, 
_  set  to  open  in  December.  Trump  is  ey 
ing  the  Aladdin,  a  perennial  money-lost 
that  a  subsidiary  of  Bell  Atlantic  Cdi- 
has  owned  since  foreclosing  on  it 
1991.  Casino  analysts  say  Trump  cuu 
pick  the  place  up  for  less  than  $iOO  m 
lion  but  would  have  to  sink  in  an  aik 
tional  $500  million  in  improvements  i 
keep  up  with  rivals. 
OUT  OF  CLOUT.  Too  bad  that  Trump  i 
longer  commands  the  financial  arseii 
that  blows  away  obstacles.  In  Tokyo,  t( 
instance,  he  wants  to  build  a  replica  > 
Manhattan's  Trump  Tower,  a  resident i 
and  retail  edifice,  on  the  site  of  a  buiT 
out  hotel.  He  has  no  clout  in  the  dc; 
though,  since  he's  putting  up  no  mniir 
The  property's  lender,  Chiyoda  Life, 
taking  over  the  parcel  from  his  Japane; 
partner  and  shows  no  inclination  to  ta 
to  Trump.  Trump  believes  they'll  \\( 
come  him  once  they  hold  clear  title. 

Closer  to  home,  in  New  York,  Trumi 
plan  to  put  up  a  $3  billion,  16-buililii 


CAN  THE  DONALD  COME  BACK  FOR  REAI? 


THE  DEAL  Hopes  to 
buy  down-at-the- 
heels  casino 

THE  HANDICAP  Price 
is  right  but  needs 
huge  investment  to 
compete  in  tight 
mari<et 


IR  TOKYO 

THE  DEAL  Trying  to 
turn  burned-out  To- 
kyo office  building 
into  luxury  apart- 
ment/ retail  complex 

THE  HANDICAP 

Japanese  partners  in 
a  dispute  over  rights 
to  site 


RIVER  GAMBLING 

THE  DEAL  Plans  to 
build  a  casino  in 
Gulfport,  Miss. 

THE  HANDICAP 
A  hot  market  that's 
already  getting  satu- 
rated; operating  ap- 
proval still  needed 


ERSIDESOUTHj 


THE  DEAL  Seeks  ap- 
proval to  turn  Mar- 
A-Logo,  his  Palm 
Beach  estate,  into  a 
private  golf  club 

THE  HANDICAP 

Trump  may  be  too 
tacky  for  local  gran- 
dees; mortgage 
lender  still  must  ap- 
prove project 


THE  DEAL  An  on- 

again,  off-again  $3 ' 
billion  residential- 
commercial  project  : 
in  Manhattan  < 

THE  HANDICAP 

Mortgage  payment 
overdue;  ability  to 
raise  money  < 
uncertain  .  . 


comeback,  if  it  comes,  will  be  based  on 
leveraging  his  three  Atlantic  City  casi- 
nos, now  on  sound  financial  footing  af- 
ter brief  excursions  into  bankruptcy  low- 
ered their  interest  payments.  He  wants 
Trump  Taj  Mahal  and  Trump  Castle 
bondholders,  who  won  half-ownership  of 
the  gaming  halls  during  his  debt  crisis, 
to  give  him  back  1009^  of  their  ec}uity  in 
exchange  for  fresh  paper  paying  high 
yields.  Then  he  says  he'll  float  a  stock 
offering  on  all  three  with  the  proceeds 
going  to  pare  the  personal  debt  that 
hinders  him  from  doing  new  deals. 
FAST  FOOTWORK.  Will  the  maneuver 
generate  enough  cash  to  get  Trump  out 
of  hock?  It  would  put  a  big  dent  in  his 
$200  million  debt,  but  it's  doubtful  he 
could  erase  it  all.  Another  concern:  He 
would  be  going  to  market  six  months 
from  now.  Gambling  stocks,  red-hot 
three  months  ago,  are  off  a  bit  today. 


Should  Ti-ump  be  counted  out?  Not 
entirely.  His  strong  suit  is  marketing 
savvy  and  glitz.  While  Trump  won't  com- 
ment publicly  on  his  plans,  he's  not  alto- 
gether silent.  "The  name  Trump  is  hot- 
ter than  ever,"  he  boasts.  And  he's  not 
wrong.  The  47-year-old  ex-tycoon  re- 
mains a  gossip-column  staple:  His  girl- 
friend, Maria  Maples,  recently  gave 
birth  to  their  daughter.  Tiffany. 

But  without  the  ready  lenders  he 
counted  on  in  the  1980s,  the  capital  de- 
mands of  Trump's  new  ventures  may 
prove  too  much.  Consider  the  casino  he 
wants  to  start  in  Gulfport,  Miss,  (price 
tag:  $58  million).  He's  seeking  a  license 
to  run  a  gambling  operation  on  a  boat 
docked  beside  a  deteriorating  aquarium 
that  he'll  spruce  up.  But  the  market  is 
getting  crowded:  There  are  already  sev- 
en casinos  in  the  area,  with  five  more  set 
to  open  by  spring. 


apartment  complex  called  Riversi; 
South  hinges  on  state  financing,  win 
he  insists  he  has  secured  for  its  In 
four  buildings.  Assuming  Trump  ui 
the  public  money,  the  profit  potential  f' 
him  is  unclear.  Meanwhile,  he's  lock(Ml  i 
a  dispute  with  Chase  Manhattan  Ha : 
about  rolling  over  the  overdue  $12  ii- 
lion  mortgage  for  the  land. 

The  surest  shot  Trump  has  these  dai 
is  to  convert  his  Mar-A-Lago  estate  i 
Palm  Beach,  Fla.,  into  a  country  ch 
The  town  council,  which  has  been  w 
ring  with  Trump  for  three  years  n\ 
use  of  the  site,  has  approved  the  pi; 
Trump  contends  he  has  600  people  w 
ing  to  join  for  $100,000  each.  H,\| 
Maybe,  but  hype  is  the  one  thing  h  ^ 
got  lots  of  these  days. 

By  Larry  Light  in  New  York.  /' 
Ronald  Grover  in  Las  Vegas,  Robert  > 
in  Tokyo,  and  bureau  reports 
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To  build  the  country's  best 
educated  work  force,  you 
have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  21st 
?entiiry,  you're  going  to  have  to 
mow  the  language.  And  the  language 
ivon't  always  be  English. 

That's  why  the  public  school  system 
n  Fairfax  County  olTers  language 
mmersion  programs  in  Japanese, 
Spanish  and  French.  The  goal  is  to 
nake  students  fluent  by  junior  high. 
And  by  adulthood,  more  competi- 
ive  in  world  trade. 

Forward  thinking  programs  like 
lihese  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best.  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  .lefTerson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  gr-aduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 


r 
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bitstiif\s  III  /•'air/a. f  (jninly. 

!\ainc  

Tillf  

<j)nii)uny  

Idclirss  

City   Stale  

Zip  


Phone 


F(urf(i.i  (jninly  hj-mniniir  IkTelnpnwnt  lulfmhty 

SillO  /Inoni-  HiJiilminl.  SiiiU-  4)11.  I  it  iimi.  I  irfaiiia  22IS2 

Tclipliniif  7(li  79(1-01,(11).  luLi  7(JI  /<v!  I2f,v  im? 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


VIRGINIA  I 


MICKEY  DOES 
MANASSAS 


Hope — and  dismay — greet  plans  for  Disney's  America 


BULL  RUN  BATTLEFIELD:  DISNEY  WANTS  TO  BUILD  A  REPLICA  TO  REENACT  CIVIL  WAR  COMBAT 


For  two  centuries,  tiny  Hayniarket, 
Va.,  lias  been  little  more  than  a 
crossroads  for  settlers,  traders, 
and  travelers  headed  for  the  mountains 
west  of  Washington,  D.  C.  The  town  has 
just  500  residents,  a  two-person  police 
force,  a  sandwich  shop,  a  hardware 
store,  and  a  grocery.  The  closest  tourist 
attraction  until  now:  a  national  park  five 
miles  east  that  commemorates  the 
bloody  Civil  War  battles  of  Bull  Run, 
near  Manassas,  Va. 

Things  are  likely  to  change  fast  in 
Haymarket,  though,  thanks  to  Walt  Dis- 
ney Co.'s  Nov.  11  announcement  that  by 
1998,  it  plans  to  build  a  huge  new  theme 
park  next  door.  Disney's  move  has  Hay- 
market  making  big  plans  to  spruce  up 
with  quaint  new  brick  sidewalks,  gas 
lamps,  antique  stores,  and  a  museum  to 
glorify  its  colonial  past.  The  danger:  that 
Haymarket's  future  may  resemble  the 
sprawl  of  Anaheim,  Calif.,  and  Kissim- 
mee,  Fla. — other  towns  in  Disney's  shad- 
ow. "It's  going  to  be  the  same  story  all 
over  again,"  says  Mike  Davis,  co-owner 
of  Haymarket  Grocery.  "People  aren't 
going  to  know  what  hit  them." 
SAFE  AT  HOME?  Disney  hopes  to  build  its 
third  U.  S.  theme  park  on  100  acres  in 
the  middle  of  a  ;!,O0O-acre  tract  in  Prince 
William  County,  some  35  miles  west  of 
the  nation's  capital.  Reeling  from  the 
financial  black  hole  of  EuroDisney — 
which  lost  $899  million  in  its  first  full 
year  of  operation,  forcing  the  company 
recently  to  post  its  first  quarterly  loss  in 
years — Disney  thinks  it's  safer  to  ex- 
pand at  home,  analysts  say.  Disney's 
America,  which  will  cost  an  estimated 


$750  million,  is  a  key  part  of  that  plan. 

It's  envisaged  as  a  theme  park  with  a 
difference.  An  imitation  Ellis  Island  will 
replace  Cinderella's  Castle.  Mickey  and 
Miimie  will  be  upstaged  by  animated 
U.  S.  statesmen  at  Presidents'  Square. 
Instead  of  Space  Mountain,  visitors  can 
take  a  high-speed  ride  through  a  replica 
of  a  turn-of-the-century  steel  mill. 

Many  people  in  the  economically  de- 
pressed Haymarket  area  welcome  the 
park.  Mayor  Jack  Kapp  was  won  over 
fast.  "After  you  visit  static  monuments 
in  Washington,  you  can  come  here  and 
see  active  history,"  Kapp  says.  "It  will 
be  like  you're  actually  on  a  battlefield." 

Tim  Everett,  owner  of  Gossom's  Hard- 
ware, foresees  piles  of  Disney  dollars. 
Since  the  real  estate  bust  of  the  late 
1980s,  Everett's  hardware  sales  have 
dropped  by  half,  from  $1  million  in  1989 
to  $480,000  this  year.  "It  doesn't  take  a 
rocket  scientist  to  figure  out  that  I'm 
excited  about  Disney  coming,"  he  says. 
"Now,  the  sky's  the  limit." 

But  other  residents  dread  an  end  to 
their  (juiet  life  at  the  base  of  the  Bull 
Run  Mountains.  Robert  T.  Dennis,  presi- 


DISNEY'S  1 
AMERICA  ^ 
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dent  of  the  Piedmont  Environmenta 
Council,  already  is  organizing  the  opposi 
tion.  "It  will  suck  urban  sprawl  all  th( 
way  out  to  the  Blue  Ridge,"  he  says 
.Pam  McGroarty,  who  moved  to  westeri 
Prince  William  15  years  ago  because  i 
was  a  safe  place  to  raise  children,  want 
to  protect  the  area's  rural  lifestyle.  "I 
would  be  a  travesty  to  have  a  bunch  o 
Best  Westerns  at  the  base  of  the  Bu' 
Run  Mountains,"  she  says. 

Controlling  development  has  provei 
difficult  around  Disneyland  in  Californi 
and  Disney  World  in  Florida.  Centr; 
Florida  had  only  5,800  hotel  rooms  i 
1970,  the  year  befoie  the  Magic  Kin 
dom  opened.  By  the  time  Epcot  Cente 
was  unveiled  in  1982,  there  were  40,00( 
Today,  the  region  has  more  than  80,00 
rooms,  and  Highway  192  through  Ki: 
simmee  is  a  garish  neon  strip. 
FEW  CONTROLS.  Disney  officials  say  the 
plan  to  avoid  the  problems  that  hav 
plagued  the  other  theme  parks.  "Th 
last  thing  we  want  is  to  have  anothe 
Anaheim  there,  with  places  at  our  bo 
der  that  the  local  com.munity  wouldn 
want,"  says  Peter  Rummell,  president 
Disney  Design  &  Development  Co.  H 
expects  Haymarket  to  attract  mainl 
day-trippers  from  Washington.  So  th 
company  at  first  will  build  only  150  hot 
rooms.  Disney  also  says  it  will  meet  wit 
local  authorities  about  controlling  dev^ 
opment  at  the  park's  borders.  "The  de- 
sion  is  up  to  the  local  government, 
course,  but  if  we  can  help  them,  we 
tend  to  do  just  that,"  Rummell  says. 

Disney  has  persuasive  arguments 
favor  of  the  park.  It  estimates  that  tl 
project  will  generate  $1.5  billion  in  tax( 
over  the  next  30  years.  But  it's  far  fro 
certain  that  the  deal  will  fly.  The  comp 
ny  backed  out  of  a  $3  billion  project 
Long  Beach,  Calif.,  because  of  diffici 
ties  getting  permits  to  build  a  nautic 
theme  park  and  five  resort  hotels.  Ou 
side  Kissimmee,  it  still  awaits  approv 
for  its  Celebration  development,  whi( 
includes  8,500  units  of  housing,  a  2  m 
lion-square-foot  mall,  and  3  milli 
square  feet  of  office  space. 

In  Virginia,  clogged  roads  are  likely 
be  the  main  bone  of  contention.  Re: 
dents  such  as  Karen  Walton,  who  owi 
a  sandwich  shop  in  Haymarket,  wor 
that  Virginia  taxpayers  will  foot  the  b 
to  bring  cars  to  Disney's  parking  lol 
"We  don't  want  to  be  paying  for  roa< 
so  that  everyone  else  can  come  her( 
she  says.  With  the  park  sure  to  brii 
other  problems,  Walton  wonders:  "W 
is  going  to  be  benefiting?"  It  won't 
another  Bull  Run,  but  the  battle  ov 
Disney's  new  park  is  sure  to  be  fierc< 

By  Mary  Beth  Regan  in  Haymarket,  V 
with  Gail  DeGeorge  in  Miami  and  Rona 
Grorer  in  Los  Angeles 


If  you  think  home  theater  means  a  room  full 
of  speakers  the  size  of  movie  posters... 

Think  again. 


The  Bose  Acoiistnnass-7  home  theater  speaker  systejn 


"In  fact,  the  more  I  use 
icoustimass  speakers,  the 
more  amazed  I  am. " 

-Julian  Hirsch,  Stereo  Revieiu 


decf).  jx  III  vrfid  h  )irs  that  help  niake 
nes  sound  so  real  are  produced  In'  the 
e  patented  Acoustimass  bass  module, 
e  it  completely  out  of  view  anywhere  in 
'oom. 


Like  magic,  Bose^Acoustimass® 
home  theater  speaker  systems  mm 
an  evening  at  home  into  a  night  at 
the  movies. 

Home  theater 
made  more  lifelike 

At  your  favorite  movie  theater 
you  hear  everything,  all  around  you, 
no  matter  where  you  sit.  Bose  Direct/ 
Reflecting"  speaker  technology  pro- 
vides movie  theater  realism  in  your 
home  by  reflecting  part  of  the  sound 
off  yoLU'  walls.  Everyone  watching 
gets  tlie  same  lifelike  movie  experience. 

Your  movie  theater  also  provides 
consistent,  matched  sound  -  because 
all  the  speakers  are  the  same.  This 
advantage  is  usually  ignored  with 
home  theater,  but  not  with  Acousti- 
mass speakers.  Like  the  movies,  they 
have  identical  left,  center,  and  riglnt 
channels. 

And  for  complete  surround,  add 
other  Acoustimass  speakers  for 
matched  rear  channel  sound. 

Home  theater  made  smaller 

Conventional  speaker  teclmology, 
where  better  sound  means  bigger 
speakers,  makes  home  theater 


impractical.  But  Acoustimass  speaker 
arrays  stand  no  taller  than  a  video 
tape,  so  you  can  place  them  just 
about  anywhere. 

And  Acoustimass  home  theater 
speaker  systems  are  only  made  by 
Bose,  the  most  respeaed  name  in 
audio. 

Check  your  local  newspaper 
for  special  offers 

Then  go  look.  And  listen.  You'U 
find  there's  an  Acoustimass  home 
theater  speaker  system  to  fit  your 
needs  and  your  budget.  Or  caO  us 
toll  free  for  more  information  and 
names  of  authorized  dealers. 

With  Acoustimass  speakers,  you'll 
no  longer  just  watch  a  train  cross 
your  TV  screen.  You'll  feel  it  rumble 
right  through  your  living  room. 

Call  for  a  H^E  Guide 
to  home  theater. 
l_800-444-BOSE  Ext.  288 

(1-800-444-2673) 
Mon-Fri  9AM  to  9PM.  Saturday  9AM  to  5PM 

-.'  l''V(|Vf<t-.rr"r.ili<in  1  nuTi-Uhv  r.itcni  flRllls  .auod  .mj/or  p;.idi,ii:  |\^'4-ISS 


Better  sound  through  research  i 


TECHNOLOGYTHAT 
WORKS  FOR  LIFE 


^^^^^^ 


Through  commitment, 

innovation  and  technoiogicai 

ieadership,  Samsung 

has  become  one  of  the  worid's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

mal<ing  technology  worl< 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Parl<, 

NJ  07660.  Phone  800  SAIVISUNG. 

Fax  201  229  6058 


I  I   c  - 1  I  r-^  c  >  I  <  >  <  i 


ELECTRONICS 

64IVI  DRAM  semiconductors 

RISC  worl<station 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 

ENGINEERING 
Double-hull  oil  tani<er 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
IPP  ultraflne  fabrics 


©  1993  The  Samsung  Group 
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CLOSING  BELL 


PRICES  OF  GENERAL  MOTORS  AND 
GM'S  CLASS  E  STOCKS 


GM 


NOV.  3,  '93  NOV.  16,  '93 

▲  DOLLARS 

GM  HLLS  THE  GAP 

General  Motors  may  narrow 
its  yawning  $24  billion 
unfunded  pension  liability. 
The  auto  giant  on  Nov.  1 5 
said  it  wonts  to  contribute 
1  85  million  Class  E  shares, 
which  reflect  the  performance 
of  GM's  Electronic  Data 
Systems  subsidiary,  to  the 
fund.  The  stock  transfer  is 
worth  about  $5.7  billion.  The 
company  has  promised  to 
fully  fund  its  pension  by 
2000.  Better  news:  Chief 
Executive  Jock  Smith  told 
analysts  on  Nov.  1 6  that  the 
company's  North  American 
auto  operations  will  be  in  the 
black  next  year. 

DAR.  BRIDGE  INFORMATION  SYSTEMS  INC 


JOBLESS  FIGURES  GET 
A  DOSE  OF  REALITY 


The  government's  job  mea- 
sures are  finally  catching 
up  with  reality.  In  January, 
the  Census  Bureau  and  Bu- 
reau of  Labor  Statistics  will 
replace  their  current  monthly 
survey  of  households— intro- 
duced in  1967 — with  a  new 
questionnaire  designed  to  pro- 
duce more  accurate  measures. 
Women  will  no  longer  be 
asked,  for  example,  whether 
their  main  activity  is  "keeping 
house  or  something  else." 
Tests  of  the  new  survey  have 
produced  a  0.5  percentage- 
point  increase  in  the  jobless 
rate,  mainly  by  increasing  the 
number  of  women  who  identi- 
fy themselves  as  working  or 
seeking  work. 


THE  FEDS  RAIN 
ON  GM'S  PARADE 


General  Motors  has  lately 
reported  a  string  of  good 
news  (left).  Then  came  the 
bad.  On  Nov.  16,  the  Justice 
Dept.  filed  a  civil  antitrust 
suit  to  block  the  proposed  sale 
of  GM's  Allison  Transmission 
division  to  Germany's  ZF  Frie- 
drichshafen.  The  government 
says  that  the  combination 
would  create  monopoly  power 
in  the  U.  S.  transit-bus  and 
garbage-truck  markets.  The 
feds  are  also  concerned  that 
the  two  companies'  designs 
make  up  89%  of  the  $700  mil- 
lion in  medium  and  heavy 
automatic  transmissions  sold 
annually. 


A  MULTIMEDIA  PATENT 
IS  HEADED  FOR  COURT 


The  multimedia  industry 
was  stunned  on  Nov.  15 
when  a  Tribune  subsidiary  an- 
nounced it  had  won  a  broad 
patent  covering  the  basics  of 
multimedia  software — pro- 
grams that  combine  text,  im- 
ages, and  audio.  Compton's 
New  Media  says  it  intends  to 
charge  royalties  of  up  to  3% 
on  sales  to  companies  that 
use  its  techniques  for  search- 
ing and  retrieving  files  from 
multimedia  data  bases.  Patent 
attorneys  say  such  a  wide- 
ranging  patent  will  be  chal- 
lenged in  court  immediately. 
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FORSTMANN  MOVES  INTO  THE  COCKPIT 


Leveraged-buyout  maven 
Theodore  Forstmann  is  start- 
ing a  second  career — as  part- 
time  jet  salesman.  On  Nov. 
16,  Forstmann  made  himself 
chairman  and  CEO  of  troubled 
Gulfstream  Aerospace, 
owned  by  his  LBO 
firm,  Forstmann 
Little. 

The  move  is 
unusual — LBO 
funds  usually 
stay  clear  of 
management — 
but  Gulfstream 
needs  the  help.  It 
faces  soft  sales  and  a 
tough  market  for  its  expen- 
sive jets:  Its  fully-loaded  Gulf- 
stream V  goes  for  $35  million. 
Forstmann,  with  a  $650  mil- 
lion investment  on  the  line, 
fired  former  Gulfstream  CEO 
William  Lowe.  "It  means  the 
deal's  in  trouble  and  Teddy  is 


not  doing  much  else,"  says . 
LBO  rival. 

Now,  Forstmann  is  belt 
that  his  enormous  Rold 
will  help  turn  around  the 
pany.  The  intense  execii 
already  is  pitching  i 
pie  he  knows  : 
says  he  sold  - 
eral  planes  n 
recent  tn\) 
Mexico.  A I 
Nov.  13  >; 
meeting 
Gulfstreani 
headquarters, 
revved  up  the  s; 
force.  At  his  side:  I 
Stern,  the  former  cv." 
Northern  Telecom,  and  Rd 
Penske — Forstmann  linn 
partners  and  new  member 
Gulfstreami's  executive  ' 
mittee.  Can  the  big  nai 
make  it  fly? 

By  Lenh  Nathans  S; 


RU486  BACKERS  FEUD 
AMONG  THEMSELVES 


K  French  researcher  who  de- 
veloped the  RU486  abortion 
pill,  badly  wants  to  broaden 
its  use.  And,  like  some  Clinton 
Administration  officials,  he  is 
frustrated  at  drugmaker 
Roussel  Uclaf  s  slow  pace  in 
bringing  RU486  to  the  U.S. 
The  company  so  far  has  failed 


AFTER  MICHAEL  JACKSON  CANCELED  A  TOUR  AND  SOUGHT  TREATMENT 
FOR  PAINKILLER  ADDICTION,  PEPSI  PULLED  THE  PLUG  ON  ITS  STAR 


to  come  to  terms  with 
Population  Council,  a  ^ 
York  outfit  planning  to 
cense  the  drug  in  the  U.  S 
So  Baulieu  wants  to  set 
a  foundation  to  prom 
RU486  as  an  abortion  indv 
and  to  back  research  into 
potential  use  against  br( 
cancer  and  as  an  induction 
in  overdue  pregnancies.  , 
the  Population  Council  i: 
interested  in  the  nonabor 
uses.  And  Roussel  Uc 
which  is  conducting  its  ( 
trials  on  other  applicati( 
says  it  has  no  use  for 
foundation,  either. 


ET  CETERA  . . . 


►  Joseph   Perella  ended 
long  job  search,  signing 
with  Morgan  Stanley. 

►  The  VAW  called  off  its  st: 
in  Caterpillar  factories  a 
just  three  days. 

►  Baxter  International 
take  a  $925  million  chai 
and  plans  to  cut  4,500  job 

►  Hewlett-Packard's  fou 
quarter  profits  rose  87% 
big  sales  gains. 
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The  1993  BusinessWeek 
Asia  Symposium  of  Chief  Executives 

China  in  the  World 

 -■  ■  m  

The  World  in  China 


The  most  significant  economic  develop- 
ment of  the  last  quarter  of  the  20th 
century  is  the  opening  of  China. 
Effectively  walled  out  of  western  economic 
consciousness  lor  almost  40  years,  the  return 
of  China  is  rapidly  being  recognized  as  the 
most  crucial  defining  factor  of  future  world 
economic  growth.  In  recognition  of  this 
fact.  Business  Week  chose  Shanghai  as  the 
1993  venue  of  its  annual  gathering  of  Asia's 
business  leaders.  The  Business  Week  Asia 
Symposium  of  Chief  Executives. 

Since  1979  when  China  launched  its 
program  of  economic  reform,  its  GNP  has 
more  than  doubled.  Exports  have  boomed 
as  China  grabbed  world  market  share  from 
Asia's  more  developed  economies.  For 
example,  China  now  commands  25%  of  the 
world  footwear  market,  compared  to  10% 
in  1980;  and  10%  of  the  audiovisual  equip- 
ment market,  compared  to  virtually  none  in 
the  early  '80s. 

The  Stakes  Are  High 

This  year  China's  real  growth  rate  will  be 
around  13.4%.  By  comparison,  U.S. 
growth  is  unlikely  to  exceed  3.0%.  The 
World  Bank  already  calls  China  the  world's 
third  largest  economy  in  terms  of  purchasing 


power.  If  the  China-U.S.  growth  differential 
persists,  China  could  surpass  the  U.S.  in 
economic  terms  by  the  early  21st  century 
and  become  a  lynchpin  of  world  economic 
growth  and  global  prosperity. 

But  China  has  a  long  way  to  go.  Following 
14  years  of  initial  adjustments,  the  economy 
is  only  now  entering  its  critical  take-off  phase. 
"If  China  fails, "  observes  Jean-Michel  Six, 
managing  director  for  Asia  and  Europe  at 
DRI/McGraw-Hill,  "the  cost  to  the  rest  of 
the  world  will  be  extremely  high.  If  it  suc- 
ceeds, the  balance  of  competition  and  growth 
will  be  radically  changed,  both  within  Asia 
and  in  the  world  at  large." 

Tomorrow's  Economic  Superpower? 


ey  to  China's  current  economic  success 
is  the  country's  gradual  lowering  of  bar- 


riers to  entry.  Overseas  Chinese,  especially 
the  Hong  Kong  Chinese,  have  been  the  first 
to  take  advantage  of  this.  There  is  a  natural 
synergy  between  China,  Hong  Kong, 
Macau,  and  Taiwan. 

Peter  K.C.  Woo,  chairman  of  Hong  Kong's 
The  Wharf  (Holdings)  Limited  explained 
why  the  combination  of  Hong  Kong  and 
southern  China  works:  it  offers  enormous 
global  competitive  advantage  in  terms  of 
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quality,  price,  volume,  and  delivery.  It  is 
estimated  that  Hong  Kong  entrepreneurs 
alone  have  opened  as  many  as  forty  thousand 
factories  in  southern  China.  The  border  vil- 
lage of  Shenzhen  has  emerged  as  a  thriving 
city  of  two  million  with  China's  highest  per 
capita  income.  By  the  end  of  the  century, 
Mr.  Woo  expects  the  Hong  Kong-Pearl 
River  Delta  industrial  heartland  to  be  the 
world's  leading  manufacturing  area. 

Not  to  be  outdone,  Shanghai,  the  host 
city  for  the  Business  Week  Symposium,  has 
launched  itself  on  a  massive  revitalization 
effort  aimed  at  reclaiming  the  role  it  had 
before  the  Second  World  War  —  that  of  Asia's 
leading  business  center. 

Wang  Zhongyu,  chairman  of  China's 
State  Economic  and  Trade  Commission 
explained  that,  "The  goal  is  to  turn  Shanghai 
into  an  international  financial  and  trading 
hub.  "  Shanghai  Mayor  Huang  Ju  spent 
hours  in  discussion  with  visiting  executives, 
and  told  his  audience  to  shake  oft  outdated 
images  of  China:  "If  you  don't  believe  what 
China  can  do,  take  a  look  at  what  we  have 
accomplished  already.  Look  at  Shenzhen.  Look 
at  Shanghai.  The  Yangste  River  Delta  and 
Valley  regions  are  next.  The  business  oppor- 
tunity here  is  vast. " 

Can  China  Sustain  High  Growth? 

China  is  rushing  ahead  at  a 
phenomenal  rate,  not 
merely  in  growth  terms,  but 
conceptually  as  well.  "China 
is  leapfrogging  into  both  the 
industrial  and  information 
ages,"  explained  Mei-Wei 
Cheng,  president  of  AT&T 
China,  which  signed  a  wide- 
ranging  memorandum  of 
understanding  with  the 
Chinese  authorities  on  telecom- 
munications development. 

"China  is  telescoping  the 
development  of  its  economic 
infrastructure  and  telecommu- 
nications/iniormation  high- 


"The  business 
opportunity  in  China 

IS  VAST." 

The  Hdnnnihlt'  Hinvii^  Jii 
iWiiyor  iij  Shanghai 


ways  into  a  single  process.  This  has  profound 
implications  for  the  country's  current  rate  of 
economic  development  and  will  shape  China's 
potential  for  economic  expansion  into  the 
next  century." 

What  could  mar  this  optimistic  picture? 
A  retreat  from  the  Chinese  government's 
policy  of  economic  reform,  including  a  large 
role  for  foreign  enterprises  on  Chinese  soil, 
IS  generally  not  considered  a  major  risk.  This 
was  a  point  emphasized  by  the  Morgan  Stanley 
Group's  Chief  Global  Strategist  David 
Roche:  "We  are  confident  of  the  unstoppable 
nature  of  China's  economic  reform." 

Rather,  he  singled  out  the  problems  that 
go  along  with  rapid  growth  anywhere,  and 
the  special  challenges  inherent  in  negotiating 
a  shift  from  a  command  to  a  market  economy. 
Of  these,  overheating  is  the  most  pressing. 

During  the  summer  the  annual  inflation 
rate  was  more  than  KY/f  in  China's  major 
cities,  and  almost  as  much  in  the  country- 
side. As  a  result,  the  government  launched 
a  16-point  program  to  dampen  demand, 
undercut  speculation,  and  cool  the  economy. 

Jing  Shaping,  chairman  of  China  Inter- 
national Economic  Consultants  and  executive 
director  of  the  China  International  Trust  and 
Investment  Corporation,  told  the  Business 
Week  Symposium  that  the  anti-inflationary 
package  is  beginning  to  show  results. 

Sun  Shangqing,  president 
of  the  China  State  Council's 
Development  Research  Council 
agreed.  He  believes  a  growth 
rate  of  8%  to  9%  per  year  is 
sustainable  through  the  1990s 
-  a  rate  DRI's  Jean-Michel 
Six  endorses.  That  would  mean 
a  Chinese  economy  growing 
as  fast  as  those  of  the  U.S.  or 
Europe  in  absolute  terms. 

Sun's  optimism  was  b;ised 
first  on  the  size  of  China's 
population  and  huge  domestic 
market.  Then  there  is  the 
3.^%  to  35%  annual  savings 
rate,  and  the  anticipated 
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growth  of  highly  competitive  non-state- 
owned  industries.  A  fourth  factor  will  be  the 
rationalization  of  resources  through  the 
market  mechanism. 

Reform  Continues 

In  the  first  six  months  of  this  year,  actual 
new  foreign  investment  in  China  totalled 
more  than  $9  billion  -  compared  with  $1  1 
billion  for  all  of  1992.  Much  of  this  flow 
still  comes  from  overseas  Chinese.  Paul 
Hsu,  a  partner  at  Lee  &  Li,  a  Taiwan  law 
firm,  estimates  there  is  already  $10  to  $20 
billion  invested  by  Taiwan  companies  on 
the  mainland,  and  much  more  on  the  way  — 
a  notable  statistic  given  that  just  five  years 
ago  all  communication  between  Taiwan  and 
China  was  forbidden. 

But  as  Zhang  Xiaoji,  deputy  director  of 
the  Foreign  Economic  Policy  Department 
of  China's  State  Council,  explained:  China 
needs  to  shift  from  the  labor-intensive 
industries  that  were  the  mainstay  of  growth 
in  the  1980s,  to  businesses  that  make  use  of 
the  country's  brainpower.  "China,"  he 
emphasized,  "has  to  open  up  to  everyone.  It 
has  to  encourage  multinationals  from  the 
U.S.,  Europe,  and  Japan  to  invest,  and  there 
must  be  no  limits  on  the  type  of  company. 
Builders  and  manufacturers  -  of  course.  But 
also  the  full  range  of  service  businesses." 

"China's  leaders  see  foreign  investment  as 
in  essential  catalyst,"  said  AT&T's  Cheng. 
'As  a  result,  China  is  serious  about  making 
:hanges  to  attract  foreign  investment  of 
jvery  description." 

Mr.  Zhang  points  out  that  China  is 
A'orking  to  simplify  its  customs  regulations, 
•educe  tariffs,  provide  more  legal  safeguards 
or  technology,  and  make  government 
•egulation  more  transparent.  This  last  point 
vas  one  underscored  by  Roche  of  Morgan 
itanley,  who  noted  that  "ambiguity  is  fatal 
o  economic  restructuring." 

Reform  of  the  financial  sector  is  also 
n  on-going  process,  as  a  once  monolithic 
itructure  is  converted  into  specialized 
linancial  institutions.  China  has  already 


"Modern  financial 
systems  have  never 
before  penetrated 
China  to  its  roots  - 
its  people." 

Ediiuind  Tse 

Execntii'e  Vice  President. 

Life  Inu/rana:  AIG 


"China  is  leapfrog- 
ging INTO  both  the 
industrial  AND 

information  ages." 

Met -Wei  Cheng 
President.  A  T&T  China 


seen  the  emergence  of  two  stock  markets: 
one  in  Shanghai  and  one  in  Shenzhen.  The 
Shanghai  Securities  Exchange  -  one  of  the 
most  automated  in  the  world  —  has  88  list- 
ings, and  more  than  four  hundred  affiliated 
brokers  in  all  the  provinces,  municipalities, 
and  autonomous  regions  across  China, 
according  to  Exchange  President  Wei  Wen 
Yuan.  Foreign  interest  is  high. 

A  Billion  Consumers.^ 

The  fabled  China  market  has  long  tan- 
talized foreign  businessmen.  After  a 
century  of  anticipation,  foreign  corporations 
are  now  moving  to  establish  direct,  personal 
contact  with  the  Chinese  people.  Timothy  M. 
Lane,  president-Asia  Pacific  of  Kentucky 
Fried  Chicken,  already  has  restaurants  in 
places  like  Beijing  and  Shanghai,  and  plans 
200  stores  within  the  next  five  years. 

Mr.  Woo,  however,  warns  that  it  is  a  mis- 
take for  foreign  firms  to  think  of  China  as  one 
big  market.  Focusing  on  the  250  million 
people  living  in  cities,  Mr.  Woo  sees  urban 
China  as  30  different  markets.  His  group 
has  targeted  five  strategic  points  in  China 
for  investment:  Hong  Kong/Guangdong, 
Wuhan  in  the  center  of  China's  industrial 
heartland,  Shanghai/Ningbo  on  the  east  coast, 
the  province  of  Sichuan  in  the  west,  and 
Beijing/Tianjin.  All  China  -  but  all  different. 

American  International  Group  (AIG)  is 
another  company  that  has  focused  on  the 
emerging  China  market,  returning  to  its 
roots  in  Shanghai.  Thanks  to  reform  of  the 
financial  market,  AIG's  subsidiary,  AIA, 
became  the  first  foreign  insurance  company 
allowed  to  begin  selling  its  products  in  China, 
according  to  Edmund  Tse,  AIG's  executive 
vice  president,  life  insurance.  As  a  native  son 
of  China  (AIG  was  founded  there  in  1919)  it 
is  appropriate  that  AIG  should  return  and 
play  a  leading  role  in  the  mobilization  of 
China's  potentially  massive  amounts  of  domes- 
tically-generated capital.  Modern  financial 
systems  have  never  before  penetrated  China 
to  Its  roots  -  its  people.  AIA  consumer 
insurance  sales  are  roaring.  Its  local  agents 
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have  even  gone  so  far  as  to  request  that  the 
company  drop  its  retainers  and  guarantees,  and 
employ  them  all  on  a  commission-only  basis. 

Ronnie  C.  Chan,  chairman  of  Hang 
Lung  Development,  notes  that  the  great 
fortunes  oi  the  U.S.  were  made  at  the  end  ot 
the  19th  century,  through  industrial  consol- 
idation. He  sees  a  similar  opportunity  in 
today's  China,  with  its  many  and  varied 
structural  dislocations.  Rationalization  and 
consolidation  ot  these  structural  anomalies 
may  best  be  handled  by  savvy  foreign  entre- 
preneurs who  stand  to  gain  greatly  while 
helping  to  put  China  on  a  practical  path  to 
growth  and  full  use  ot  its  prodigious  resources. 

There  Is  No  Single  China  Strategy 

In  approaching  the  opportunities  China 
otters,  Ronald  Stidmon,  managing 
consultant  ot  Political  &  Economic  Risk 
Consultancy,  emphasizes  that  there  is  no 
one  single  strategy  to  guarantee  success.  In 
particular,  he  observes,  it  is  important  to 
understand  the  people  behind  the  balance 
sheet,  and  the  unique  context  ot  business 
in  China. 

John  S.Wadsworth,  Jr.,  head  ot  Morgan 
Stanley  Asia,  says  that  "without  protound 
understanding  ot  these  basics  -  the  extreme- 
ly unusual  context  of  China  -  it  will  be 
ditficult  to  impossible  for  any  firm  to 
successtully  develop  its  vision  and  strategy. 
Frequently  it  is  not  only  the  company's 
own  China  strategy  that  its  executives 
must  design  —  they  otten  must  create 
their  whole  industry  trom  the  ground  up." 

One  problem,  notes  XRG  Principal  Jay 
Chen,  is  that  western  companies  in  particular 
too  otten  do  things  in  Clhina  that  they  would 
never  consider  doing  at  home.  Mr.  Chen  says 
such  counter-intuitive  behavior  is  a  sign  ot 
potential  trouble  to  which  every  Chinese 
partner  should  be  alert.  Kentucky  Fried 
Chicken's  Lane  agrees:  "It  is  important  to 
establish  clearly  detlned  roles  tor  local  part- 
ners -  betore  a  joint  venture  starts  operat- 
ing. Otherwise  you  could  be  in  tor  some 
truly  remarkable  surprises. " 


"Frequently  it  is  not 

ONLY  the  company's 
OWN  CHINA  STRATEGY 
THAT  ITS  EXECUTIVES 
MUST  DESIGN  -  THEY 
OFTEN  MUST  CREATE 
THEIR  WHOLE  INDUSTRY 
FROM  THE  GROUND  LiP." 

Jii/v/  S.  WinJsworth.  Jr. 


"The  goal  is  to  turn 
Shanghai  into  an 
international  finan- 
cial and  trading 

CENTER." 

Chcurtiiari.  State  Econtimii  and 
Track  CiinniiisiKiti  iif  China 


China's  Potential  Is  Not 
Always  Understood 

The  problem,  notes  AT&T's  Mei-Wei 
Cheng,  is  that  China's  potential  is  not 
always  understood  outside  Asia,  especially 
in  the  U.S.  Indeed,  Bi/sirms  Week  Assistant 
Managing  Editor  Robert  Dowling  made 
the  point  that  U.S.  national  political  and 
security  issues  tend  to  dominate  American 
thinking  about  China,  otten  to  the  detri- 
ment of  economic  policy  making. 

As  a  result,  according  to  Mr.  Cheng, 
American  companies  find  the  playing  field 
tilted  against  them  by  their  own  government 
—  costing  them  sales  —  and,  therefore,  jobs  — 
in  the  very  industries  where  the  U.S.  is 
most  competitive. 

Redefining  Asia 

China's  emergence  as  the  next  economic 
superpower  raises  protound  questions. 
Asia  is  growing  less  and  less  dependent  on 
the  rest  of  the  world  for  the  export  markets 
needed  to  drive  growth.  Today  more  than 
40%  ot  Asian  exports  stay  in  the  Asian 
region,  compared  with  just  30%  in  1986. 

"The  tate  ot  Japan  is  inexorably  linked 
to  its  neighbor,  China, "  remarked  Kengo 
Inoue,  deputy  director  of  the  Bank  ot 
Japan's  Research  &  Statistics  Department. 

To  Korea's  Daewoo  Group  Chairman  Kim 
Woo-Choong,  the  implications  are  obvious. 
In  an  era  when  trade  blocs  are  becoming 
more  and  more  ot  a  problem  -  already  41% 
ot  China's  exports  are  subject  to  non-tariff 
barriers  in  the  advanced  economies  —  Mr. 
Kim  believes  Asia  must  work  to  maximize 
its  own  internal  advantages. 

"The  tuture  prosperity  ot  the  world," 
Kim  told  the  Business  Week  Shanghai  audi- 
ence, "rests  in  Asia."  He  might  have  added 
that  the  tuture  prosperity  ot  Asia,  rests  in 
the  hands  ot  China. 


The  rext  ot  this  special  advernsmy  section  was 
written  by  Christopher  S.  Gray,  PhD,  a  Hong 
Kong  based  business  writer. 
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ALLING  CLINTON'S  BLUFF 
IN  SPENDING 


>uring  the  mad  scramble  to  round  up  votes  for  his  bud- 
get package,  Bill  Clinton  made  lots  of  promises  to 
leery  lawmakers.  One  that  seemed  fairly  innocuous 
s  a  pledge  to  heed  moderate  and  conservative  Democrats' 
1  for  a  second  round  of  spending  cuts  this  fall.  The  White 
use  was  betting  that  once  the  budget  was  approved,  the 
ision  for  deficit  reduction  would  ebb  and  the  deficit  hawks 
uld  fade  awaj'.  Bad  bet. 

Auch  to  Clinton's  embari'assment,  a  bipartisan  gr-oup  head- 
by  Representatives  Timothy  J.  Penny  (D- 
m.)  and  John  R.  Kasich  (R-Ohio)  has  called 
bluff.  They've  come  up  with  a  bill  to  trim 
nding  by  up  to  $103  billion  over  five  years 

have  put  New  Democrat  Clinton  in  the 
omfortable  position  of  saying  no.  The  propo- 
is  cleverly  crafted,  relying  on  a  long  list  of 
itively  small  cuts  certain  to  outrage  nar- 

constituencies,  from  rocket  scientists  to 
ient  pilots,  while  minimizing  pain  to  the 
ader  public. 

>UNDLESS  FEARS?  The  White  House  hasn't 
ii  a1)le  to  come  up  with  much  but  lame  ob- 
ions  to  the  Penny-Kasich  plan.  While  the 
sident  himself  has  pi'oposed  many  of  the  re- 
ions  backed  by  the  duo,  he  says  the  pro- 
rls  should  be  used  for  crime- fighting  and 
estment"  programs,  not  for  deficit  reduc- 


PENNY  HAS  A  LONG  MEMORY 


Some  of  the  Medicare  savings  offered  in  the  proposal  con- 
with  Clinton's  health-care  reform  plan.  Finally,  despite 
s  of  accelerating  growth,  some  officials  profess  fear  of  the 
omic  impact  of  further  cuts.  "You  can  get  too  constrained, 
you  can  be  too  contractionary,  and  we  siu-e  don't  want  to 
back  into  recession,"  Treasury  Secretary  Lloyd  M.  Bent- 
declared  recently.  Kasich,  who  is  the  ranking  Republican 
he  House  Budget  Committee,  dismisses  such  worries  as 
crous." 

le  White  House's  real  problem  with  a  new  round  of  cuts 
)litical,  not  economic.  The  Administration's  relationship 


with  liberals,  who  thought  the  original  budget  was  cut  too 
deeply,  has  been  severely  strained  by  the  fight  over  the 
North  American  Fi-ee  Trade  Agreement.  And  many  of  the  spe- 
cific reductions  in  the  proposal,  from  trimming  the  Appalachian 
Regional  Commission  to  merging  some  functions  of  the  Bureau 
of  Land  Management  and  the  Army  Corps  of  Engineers, 
would  alienate  key  committee  and  subcommittee  chairmen. 

Normally,  a  proposal  pushed  by  a  Republican  and  a  back- 
bench Democrat  who  has  announced  his  retirement  wouldn't 
reach  the  floor.  But  Speaker  Thomas  S.  Foley 
(D-Wash.),  too,  is  paying  for  a  deal  made  dur- 
ing the  budget  fight,  when  he  promised  Penny 
a  vote  on  fiulher  cuts.  The  proposal,  which  has 
won  the  endorsement  of  two  leading  deficit-cut- 
ters, former  Senators  Paul  Tsongas  (D-Mass.) 
and  Warren  Rudman  (R-N.  H.),  could  come  up 
as  early  as  Nov.  20. 

AN  UPHILL  FIGHT.  Budget-cutting  passion  is 
even  stronger  in  the  Senate,  where  Senator 
Bob  Kerrey  (D-Neb.)  is  expected  to  push  for 
significant  new  cuts  before  Congress  quits  for 
the  year  Ijefore  Thanksgiving.  To  stop  Ker- 
rey's effort,  the  Administration  may  find  it 
will  have  to  depend  on  a  filibuster  led  by  Sen- 
ate Api)ropriations  Committee  Chairman  Rob- 
ert C.  Byrd  (D-W.Va.). 

With  Congress  rushing  to  wrap  up  the  ses- 


sion, new  budget  cuts  face  an  uphill  fight.  Penny  and  Kasich 
are  hopeful  that  Congi-ess  is  ready  to  send  a  message  that  it 
is  serious  about  cutting  spending.  Self-proclaimed  deficit 
hawks  who  oppose  the  package— especially  those  Democrats 
who  "reluctantly"  voted  for  Clinton's  budget— "will  have  no- 
where to  hide,"  Penny  declares. 

After  this  summer's  bruising  budget  battle,  the  White 
House  had  hoped  to  avoid  major  fiscal  controversy  next  year. 
But  Penny  and  Kasich  will  be  back,  and  they  plan  to  make 
sure  that  Clinton,  too,  won't  find  a  hiding  place. 

By  Paul  Magnusson  and  Richard  S.  Dunham 


ITALWRAPUPI 


{ lies 


disputes  over  free  lunches  and 
'greens  fees  are  blocking  progress 
ard  ethics  reform  on  Capitol  Hill. 
■  House  leadership  had  hoped  to  in- 
i:|  le  restrictions  on  gifts  to  members 
lobbying-reform  bill.  Members  now 
/  take  up  to  $250  a  year  in  gifts 
n  any  individual,  with  no  report- 
required  for  items  under  $100.  A 
irtisan  group,  mainly  composed  of 
I  hmen,  wants  to  prohibit  individual 
jB    of  more  than  $20,  low  enough  to 
jf'  e  out  a  lobbyist-paid  round  of  golf. 
^  sran  legislators  that  the  reformers 
Ifi;  de  as  the  "lunch  caucus"  and  the 
i  caucus"  are  blocking  the  proposed 


changes.  Speaker  Thomas  S.  Foley  has 
set  up  a  bipartisan  task  force  to  medi- 
ate the  dispute,  but  no  resolution  is 
expected  until  next  year. 

ENVIRONMENT 

To  the  surprise  of  business,  the  Clin- 
ton Administration  is  continuing  to 
show  flexibility  in  working  out  envi- 
ronment vs.  development  disputes.  The 
latest  evidence  is  a  deal  that  will  allow 
International  Paper  Co.  to  cut  trees  in 
most  of  a  125,000-acre  tract  in  the 
Deep  South  that  may  house  the  threat- 
ened Red  Hills  salamander.  The  compa- 
ny agreed  to  reserve  4,500  acres  in 
Alabama  as  a  preserve  for  the  10-inch- 
long  critter. 


INCUMBENTS 


If  the  rout  of  incumbents  in  this  fall's 
elections  didn't  give  New  York  Gov- 
ernor Mario  M.  Cuomo  pause,  a  new 
poll  should.  An  early  November  survey 
by  the  John  Zogby  Group  found  that 
by  a  margin  of  56%  to  36%,  New  York- 
ers don't  want  the  three-term  Demo- 
cratic governor  to  run  again.  But  if 
Cuomo  does  go  for  another  four  years, 
the  weakness  of  the  GOP  field  could 
save  him.  In  a  series  of  trial  heats, 
Cuomo  ekes  out  narrow  leads  over  a 
string  of  potential  challengers,  includ- 
ing State  Senator  George  E.  Pataki  of 
Westchester  County  and  former  state 
GOP  Chairman  Richard  M.  Rosenbaum. 


SI  3TON  OUTLOOK 
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With  a  worldwide  staff 
representing  more  than 
95  nationalities  -  55  in 
Europe  alone  -  few  firms 
have  a  more  interna- 
tional perspective  than 
J.  P.  Morgan.  Few  can 
match  our  product 
breadth  or  our  ability 
to  maneuver  in  complex 
local  markets.  And  no 
firm  networks  as  actively. 
That's  why,  when  clients 
need  an  answer,  they 
connect  with  J. P.  Morgan.. 


JP  Morgan 
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EUROPE  I 


SHOP  TILL  YOU  DROP 
HITS  EUROPE 


Discounters  and  megastores  may  change  the  face  of  retailing 


VIRGIN  MEGASTORE 
IN  PARIS  FLOUTED 
BLUE  LAWS  TO 
ATTRACT  TOURISTS. 
NOW  FRANCE  HAS 
CHANGED  ITS  RULES 


PRESSURE  POINTS  FOR  EUROPE'S  RETAILERS 


on don  shoppers  can 
hardly  wait  for  Nov. 
130.  That's  opening  day 
for  Britain's  first  ware- 
house club,  courtesy  of 
Price/Costco  Inc.  of  Kirk- 
land,  Wash.  And  even  be- 
fore Costco's  arrival,  the 
British  are  benefiting  from 
the  retailer's  reputation  as 
a  steep  discounter.  To  pro- 
tect market  share,  local 
chains  J.  Sainsbury,  Tesco,  and  Safeway 
have  initiated  a  price-cutting  frenzy  that 
has  consumers  overjoyed.  Says  Anthony 
O'Neill,  a  homebuilder  and  father  of 
four:  "Please  build  a  few  more  Costcos, 
quick." 


U.S.  CHAINS 

PRICING 

Wai-ehouse  club  operator  Price/ 
Costco  is  opening  stores  in  Brit- 
ain, provoking  protests  from  lo- 
cal supermarket  chains. 

Discounters  of  such  items  as 
books  and  perfume  are  fighting 
manufacturers  to  get  supplies  at 
lower  prices. 

LONGER  HOURS 

FINANCIAL  SERVICES 

Large  retailers,  unions,  and  reli- 
gious groups  are  resisting  efforts 
to  allow  late-night  and  Sunday 
shopping  across  Europe. 


Charles  Schwab  &  Co.  is  opening 
the  way  for  no-fee  mutual  funds 
and  discount  brokerage  services. 

DATA:  BUSINESS  WEEK 


Costco's  bold  entry  into  Britain  is  one 
episode  in  the  battle  to  transform  Eu- 
rope's consumer-hostile  retail  culture. 
For  decades,  Europeans  have  endured 
high  prices,  short  shopping  hours,  and 
limited  selection,  while  high-cost  produc- 


ers, inefficient  retailers,  and  shop  v/ort 
ers'  unions  enjoyed  all  kinds  of  legisk 
five  protection. 

Now,  upstart  retailers  and  consumer 
across  Europe  are  battling  to  throw  t!ii 
system  open  to  all  comers.  And  Europi 
an  planners  and  legislators  who  oner  n 
nored  shoppers'  rights  are  slowly  cnii 
ing  to  see  more  retailing  competition  a 
a  way  to  produce  jobs  and  whittle  back 
stiflingly  high  cost  of  living. 

It's  shaping  up  to  be  quite  a  donn\ 
brook.  Costco's  British  opening  was  liei 
up  for  six  months  by  litigation  froi 
Sainsbury  and  olht. 
British  retailers.  Si 
perdrug  Stores  PLC,  , 
British  discount  cos 
metics  chain,  is  ai 
other  example.  Relying  on  gray-mark( 
dealers,  Superdrug  can  sell  a  lOO-mill 
liter  bottle  of  Christian  Dior  Dune  pe 
fume  for  $59,  127"  less  than  the  recon 
mended  price.  To  ensure  a  stead 
supply,  the  chain  wants  to  force  perfun 
ers  to  sell  directly  to  it.  But  in  a  surpris 
ruling  on  Nov.  13,  Britain's  Monopoli( 
&  Mergers  Commission  supported  th 
fragrance  makers'  refusal  to  do  busines 
with  the  discounter.  Superdrug  intenc 
to  pursue  the  case  with  European  Con 
munity  competition  officials. 
NO  ELBOW  ROOM.  The  issue  of  stor 
hours  is  just  as  hot  as  discounting.  I 
Germany,  stores  must  close  from  2  p.n 
on  Saturdays  until  Monday  morninj 
causing  manic  elbowing  in  the  aisles  an 
huge  traffic  jams  each  Saturday.  Eci 
nomics  Minister  Giinter  Rexrodt  is  cal 
ing  for  longer  hours  and  Sunday  opei 
ings  to  promote  consumption,  reta 
employment,  and  healthy  competitioi 
Germany  may  also  loosen  a  ban  on  ii 
store  sales,  currently  allowed  only  twic 
a  year.  But  in  a  recent  speech,  Chance 
lor  Helmut  Kohl,  while  urj 
ing  retailers  to  considc 
longer  hours,  promised  n< 
to  push  for  reform  until  a 
ter  the  1994  elections. 

Meanwhile,  Britain's  Pa 
liament  should  vote  soon  c 
a  bill  allowing  Sunda 
hours.  The  proposal  is 
controversial  that  Prin: 
Minister  John  Major  is  m 
advising  Tory  membei 
how  to  vote,  although  he 
expected  personally  to  f 
vor  liberalization. 
French  authorities  ai 
also  struggling  with  Sunday  shoppini 
Until  September,  only  stores  selling  "e 
sentials,"  such  as  gasoline  and  foo 
could  trade  on  Sundays.  A  much  pub 
cized  row  with  Richard  Branson's  Virg: 
Megastore,  which  flouted  the  law  l 
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itaying  open  on  Sundays  during  the 
■ummer  tourist  season,  pushed  the 
'Vench  government  to  change.  Now,  re- 
ailers  of  leisure  goods  located  in  tourist 
reas  are  allowed  to  open  on  Sundays. 
Hrgin's  Champs-Elysees  store  and  a 
econd  one  that  opened  on  Nov.  16  near 
he  Louvre  qualify.  But  officials  may 
ave  opened  a  Pandora's  box.  An  associ- 
tion  of  13,000  stores  located  in  nontour- 
;t  areas  also  wants  Sunday  privileges. 
While  legislators  debate,  shoppers  are 
oting  with  their  feet.  Because  Belgium 
as  no  Sunday  trading  ban,  an  army  of 
'rench  shoppers  crosses  the  border  ev- 
ry  Sunday.  Belgian  shopkeepers  say 
lat  407f  of  their  Sunday  sales  come 
lainly  from  France's  Lille  region,  and 
lany  Belgian  shops  stay  open  all  Sun- 
ay  to  take  advantage  of  this  bonanza. 
But  Belgium's  traditional  retailers 
ren't  immune.  GIB  Group,  the  country's 
.rgest  retailer,  with  $6.3  billion  in  1992 
lies,  has  been  iiit  from  all  sides.  Its 
hristiaensen  toy-store  chain  is  under 
ressure  after  rapid  expansion  by  Toys 
V  Us  Inc.  The  U.  S.  retailer  sells  a  Ju- 
issic  Park  dinosaur  for  $6.36,  a  lot  bet- 
•r  than  Christiaensen's  $9.69  price.  The 
•rival  of  German  discount  chain  Aldi  is 
iting  into  GiB's  supermarket  store  prof- 
3.  And  soon.  Virgin  will  appear  on  the 
',ene  to  compete  with  gib's  music 
ores,  known  as  FNAC.  Yet  when  GIB 
oated  the  idea  of  staying  open  on  Sun- 
lys,  its  supermarket  workers  went  on 
rike.  Now,  GIB  has  Christiaensen  on 
e  block  and  is  laying  off  20%  of  its 
ork  force — 4,600  people. 
:ST  DEALS.  It's  not  just  Sunday  closings 
at  separate  Europeans  from  the  Amer- 
in  "shop-till-you-drop"  mentality.  Nu- 
erous  laws  protect  millions  of  small 
ore  owners,  especially  in  France, 
here  book  discounting  is  forbidden,  as 
the  sale  of  medicines  outside  pharma- 
is.  Optometrists  can't  even  sell  lens  re- 
etting  solutions.  All  retailers  are 
tnned  from  using  TV  advertising  on  the 
eory  that  only  the  big  hypermarkets 
n  afford  to  buy  time,  putting  small 
ops  at  a  disadvantage. 
Because  harmonizing  retailing  rules 
Duld  almost  certainly  cause  a  political 
ckus,  this  is  one  issue  the  EC's  single- 
irket  bureaucracy  may  never  resolve, 
it  the  recession  has  clearly  embold- 
ed  Europeans  to  start  looking  for  the 
tailers  that  will  give  them  the  best 
als  on  price  and  convenience.  Says 
)oz  Allen  &  Hamilton  Inc.  retail  con- 
Itant  David  L.  Newkirk:  "The  funda- 
5ntal  forces  can't  be  stopped.  Consum- 
ism  has  arrived."  And  if  America's 
perience  is  any  guide,  consumerism 
uld  turn  out  to  be  one  of  Europe's 
-ongest  social  movements  in  the  1990s. 
By  Paula  Dwyer  in  London,  with  Karen 
wry  Miller  in  Bonn,  Stewart  Toy  in 
ris,  and  Patrick  Oster  in  Brussels 


SWEDEN  I 


ASTRA  IS  BURNING  HOTTER 
IN  AMERICA 


The  Swedish  drugmaker's  new  medicines  could  be  megasellers 


ASTRA  CEO  MOGREN 


Swedish  drugmaker  Astra  has  plen- 
ty to  boast  about.  It  recently  won 
the  right  to  buy  a  50%  stake  in  a 
promising  U.  S.  venture  with  Merck  & 
Co.  Its  antiulcer  drug,  Losec,  is  poised 
to  expand  its  share  of  the  $8.4  billion 
global  market  for  such  medications  as  a 
result  of  favorable  new  clinical  studies. 
And  at  a  time  when  drug  company  mar- 
gins are  shrinking,  Astra  on  Nov.  12 
reported  that  its  pretax  profits  for  the 
first  nine  months  of  1993  soared  69%. 
"We're  trying  to  stay  humble,"  says  CEO 
Hakan  Mogren. 

Yet  Astra  has  some  not- 
so-humble  expansion  plans. 
Just  as  health-care  reform 
is  roiling  the  U.  S.,  the  $2.4 
billion  company  is  preparing 
an  assault  on  the  American 
market.  This  year  it  doubled 
the  number  of  salespeople 
calling  on  U.  S.  physicians, 
to  250 — a  move  Mogren 
calls  "one  of  the  largest  sin- 
gle market  investments 
ever  made  by  Astra."  By 
1995,  it  plans  to  boost  that 
force  to  some  500  for  the  expected  U.  S. 
launch  of  its  asthma  medication,  the  Pul- 
micort  Turbuhaler. 

An  even  stronger  stateside  push  could 
come  from  the  Merck  deal.  Although  As- 
tra remains  tight-lipped  about  its  inten- 
tions, analysts  are  convinced  that  it  will 
buy  half  of  the  venture,  called  Astra/ 
Merck  Group,  for  some  $700  million  in 
late  1994  or  1995.  The  group's  sales  of 
Astra  drugs  under  a  1982  licensing 
agreement  have  reached  $500  million, 
triggering  a  provision  that  gives  Astra 
the  right  to  buy  the  stake.  Neither  com- 
pany will  discuss  the  impact  of  Merck's 
pending  $6  billion  acquisition  of  drug 
distributor  Medco  Containment  Services 
Inc.  But  analysts  speculate  that  Medco, 
as  a  captive  buyer, 
could  boost  sales  of 
Astra  drugs  by  fea- 
turing them  in  its 
catalogs. 

Astra  is  expanding 
into  the  world's  big- 
gest pharmaceutical 
market  at  a  time  when 
drug  prices  are  painful- 
ly strained.  SmithKline 
Beecham  PLC's  recent 
offer  of  $10  consumer 
rebates  on  prescrip- 
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THE  BATTLE  FOR  SALES 
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tions  for  its  antiulcer  drug  Tagamet  has 
led  some  analysts  to  fear  that  a  price 
war  could  erupt  in  the  $2.5  billion  U.  S. 
market  for  such  drugs.  As  Tagamet's 
patents  expire  next  May  and  new  gener- 
ic rivals  enter  the  scene,  the  pricing  bat- 
tle could  escalate. 

CLINIC  COMBO.  Still,  Astra  has  good  rea- 
son to  feel  confident  about  expanding  in 
the  U.  S.  Merck  CEO  P.  Roy  Vagelos  has 
been  high  on  the  Astra  venture  for 
years.  And  Mogren  notes:  "Merck  can 
contribute  enormous  marketing  muscle." 

Losec,  sold  in  the  U.  S.  as 
Prilosec,  is  already  a  proven 
blockbuster  worldwide,  rap- 
idly gaining  share  at  the  ex- 
pense of  Tagamet  (chart). 

Losec's  growth  is  also  be- 
ing fueled  by  good  news 
from  the  clinic.  For  years, 
scientists  had  believeci  that 
ulcers  were  caused  by 
stress.  Recently,  there  has 
been  overwhelming  evi- 
dence that  the  culprit  is  a 
bacterium  called  H.  pylori. 
In  European  tests,  Astra 
has  been  the  first  to  show  that  an  ulcer 
drug — Losec — can  be  combined  with  an 
antibiotic  to  kill  this  bacterium.  The  Lo- 
sec/antibiotic  combination  is  now  "prob- 
ably the  best  treatment"  for  ulcers,  says 
Dr.  Barry  J.  Marshall,  a  professor  at  the 
University  of  Virginia  and  a  leading  ul- 
cer researcher.  But  Glaxo  Holdings  PLC 
believes  that  a  new  version  of  its  Zantac 
drug  will  be  just  as  good. 

Meanwhile,  some  doctors  are  already 
prescribing  the  combination — and  Losec 
sales  continue  to  grow  as  the  drug  is 
approved  for  related  ailments.  Excluding 
the  boost  from  Sweden's  currency  deval- 
uation, Losec  sales  have  grown  40%-  this 
year,  with  the  gains  coming  mostly  from 
volume  rather  than  price.  That  momen- 
tum is  a  key  reason 
why  Astra's  profits  are 
widely  expected  to 
jump  20%  to  25%  annu- 
ally over  the  next  five 
years.  With  expecta- 
tions like  that,  it  will 
be  tough  for  Mogren 
to  stay  humble. 

By  Julia  Flynn  in 
London,  with  Joseph 
Weber  in  Philadelphia 
and  John  Carey  in 
Washington 
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Now  there's  a  processor  for 
PC  users  who  want  better 
Windows  perfomiance.  The 
Intel  DX2™  processor. 
Whether  you're  calculating  spreadsheets, 
creating  documents  or  trying  out  the  newest 
PC  game,  the  Intel  DX2  processor  delivers 

©1993  Inlcl  Corporalion.  tSourcc:  iCOMP'":  A  Simplified  Measure  ol  Relative  Intel  Micr..pr,Kessi„  Perlonnance,  Intel  Corp.,  1992 
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up  to  twice  the  processor  performance  of  our  processor  is  fast  becoming  the  standard  for 
DX  processor  at  a  comparable  system  price.      Windows  users.  Call  1-800-395-7009  ext.  95 

Plus,  the  Intel  DX2  processor  comes  with    to  learn  more,  or  visit  your  local  reseller, 
built-in  "performance  headroom"- the  power 
1  to  run  tomorrow  s  applications,  like  data  and 
video  conferencing,  and  multimedia  programs. 

So  see  for  yourself  why  the  Intel  DX2 
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POWER  IN  PALESTINE: 

HOW  HUSSEIN  IS  OUTPLAYING  ARAFAT 


Israel's  huge  Dead  Sea  Works  Ltd.  produces  potash  from 
sites  that  are  at  one  point  only  a  few  yards  from  those  of 
Arab  Potash  Co.,  one  of  Jordan's  lar-gest  corporations  and 
its  second-largest  exporter.  But  thanks  to  the  45-year  state  of 
war  between  Jordan  and  Israel,  the  two  companies  might  as 
well  be  on  different  continents.  Now,  however,  Dead  Sea 
Managing  Director  Uri  Ben  Noon  says  he  has  been  meeting 
with  Jordanian  counterparts  to  discuss  joint  marketing  ar- 
rangements and  technology  sharing. 

Such  contacts  are  among  the  indications  that  Israel's  talks 
with  the  Jor'danians  are  progi'essing  more  rapidly  than  its 
widely  publicized  dealings  with  Palestinians.  Although  a  formal 
peace  accord  between  Jerusalem  and 
Amman  is  still  some  time  off,  the 
two  have  been  working  out  arrange- 
ments for  managing  the  upcoming 
experiment  with  Palestinian  self-rule 
in  the  occupied  territories.  Says  an 
Israeli  Foreign  Ministry  official:  "It 
has  been  easy  to  negotiate  with  the 
Jordanians." 

The  same  cannot  be  said  for  the 
Palestinians.  Although  Yassir  Arafat 
managed  to  win  backing  for  his  deal 
with  Israel  from  key  elements  of  the 
Palestine  Liberation  Organization,  the 
Palestinians  remain  split  and  disor-ganized  on  both  political  and 
economic  issues.  Tlie  PLO's  inability  to  control  its  adherents  in 
the  temtories  has  led  to  a  rising  tide  of  violence  that  could  de- 
rail the  peace  process. 

WILDERNESS  MIND-SET.  The  PLO's  confusion  is  complicating  ef- 
forts of  the  U.  S.  and  Europe  to  coordinate  multimillion-dollar 
aid  programs  foi'  the  occupied  territories.  Donor  nations  are 
expected  to  meet  in  Paris  in  mid-December  to  sign  a  two-year 
progi'am  for  $350  million  to  $400  million.  Yet  there  is  ah-eady 
dissatisfaction  with  Arafat's  approach  to  development  and  a 
feeling  that  the  PLO  leader  is  more  interested  in  getting  cash 
to  dole  out  to  followers  than  in  project  aid.  The  Palestinian 


Development  &  Reconstruction  Agency,  which  should  be  t 
Palestinians'  key  development  organ,  has  been  packed  wi 
Arafat's  appointees,  causing  Yusif  A.  Sayigh,  a  promine 
Palestinian  economist  on  the  board,  to  threaten  to  resign. 

The  problem,  observers  say,  is  that  the  PLO,  after  years 
the  wilderness,  is  having  a  tough  time  making  the  switch 
being  a  government.  That  leaves  tliem  vulnerable  to  being  o 
maneuvered  by  the  Israelis  and  Jordanians,  who  have  a  h 
tory  of  joint  dealing  on  Palestinian  matters.  These  countr  j 
have  tremendous  leverage  over  the  emerging  Palestinian 
tity  because  they  control  its  borders,  and  they  ar-e  advance 
sophisticated  states— while  it  is  starting  almost  from  scrati 

Caught  off  guard  by  the  Isra 
PLO  deal  last  September,  the  Jor( 
nians  have  been  making  up  for  L 
time  through  a  series  of  secret  me 
ings  with  Israeli  leaders.  The  reas 
for  the  rush  is  simple:  King  Hussc 
once  master  of  the  West  Bank 
now  ruler  of  a  country  where  mc 
than  half  the  citizens  are  of  Pal 
tinian  origin,  did  not  want  his  coi 
try  marginalized  or  its  secur 
threatened  by  the  new  Palestin 
entity.  He  is  also  hoping  to  gei 
share  of  the  Western  and  Arab 
money  sent  to  bolster  the  peace. 

Hussein  seems  to  have  persuaded  the  Israelis  to  approv 
prominent  role  for  Jordanian  banks  in  the  occupied  territor 
and  agi'ee  that  the  Jordanian  dinar  will  be  the  main  currei 
there.  Now,  it's  the  Palestinians'  turn  to  be  worried  by  the  i 
pace  of  events.  They  fear  that  economic  decisions  for 
West  Bank— about  banking,  currency,  and  trade  with  Isr 
and  Jordan— will  be  made  in  Jerusalem  and  Amman.  If  An 
doesn't  move  quickly  to  present  a  more  coherent  front, 
Palestinians  will  risk  being  left  in  the  backseat  once  agaii 

By  John  Rossant  in  Rome,  Need  Sandler  in  Jenisalem, 
Owen  Ullmann  in  Washington 


GLOBAL  WRAPUP I 


CHANGES  AT  FIAT 


The  Agnelli  family  has  had  to  give 
up  substantial  control  in  Fiat,  in 
exchange  for  a  $3.3  l)illion  capital  in- 
jection. Str'ategic  decisions  must  be  ap- 
proved by  a  "cjualified  majority"  of  9 
out  of  11  board  members.  That  gives 
core  shareholders  such  as  Deutsche 
Bank,  Alcatel  Alsthom,  and  Medioban- 
ca a  veto.  Previously,  the  Agnellis  had 
tightly  controlled  the  board. 

Also,  Umberto  Agnelli  has  left  the 
board  and  the  vice-chairmanship,  while 
his  older  bi  other  Gianni  can  now  stay 
as  chairman  until  1996.  But  Turin  in- 
siders say  that  Cianni,  Italy's  leading 
industrialist,  plans  to  retire  next  year 


anyway,  paving  the  way  for  the  first 
non-Agnelli  to  get  the  top  job. 

ClOSINO  SKIES  

Yearlong  negotiations  between  the 
U.  S.  and  Britain  over  a  new  air- 
services  treaty  have  turned  nasty.  The 
British  government  is  now  threaten- 
ing to  reduce  flights  into  London's 
Heathrow  airport  by  American  Air- 
lines Inc.  and  United  Airlines  Inc.  as  of 
Jan.  12  unless  the  U.  S.  gives  a  one- 
year  approval  for  British  Airways  PLC 
and  USAir  Inc.  to  use  the  same  codes 
on  flights  departing  from  27  American 
cities.  Such  code-sharing  makes  pas- 
sengers think  they're  getting  a  seam- 
less service  from  the  U.  S.  to  Euro- 


pean destinations  and  gives  the  BA/L 
Air  partnership  an  edge  over 
transatlantic  competitors.  The  Ti"ar 
portation  Dept.  has  been  willing 
gi'ant  only  a  60-day  approval. 

BUYING  Off  FRENCH  FARMERS 

France  is  throwing  a  new  sop  to  i 
farmers— $255  million  in  debt  rel 
and  higher  pensions— apparently 
quell  unrest  in  the  event  that  Pai 
accepts  farm-subsidy  cuts  in  Uruguij 
Round  talks.  That  could  augur  well  f[ 
a  world  trade  deal,  as  the  Dec. 
deadline  nears.  But  French  farm  lea 
ers,  who  are  renowned  for  disrupti] 
demonstrations,  claim  they  still  woij 
take  any  cuts  lying  down. 
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INTERNATIONAL  OUC 


These 


courses 


Get  your  PGA  TOUR  Partners  ca(6 
and  step  into  a  whiole  new  world  of  golf 
excitement.  Play  witfi  a  top  PGA  TOUR 
professional  in  THE  TOUR  Chiampionship 
pro-am  by  winning  tfie  Partners'  Team 
Competition  fantasy  golf  game.  Play 
legendary  golf  courses  like  Pebble 
Beacfi  and  Pinefiurst  in  Partners-only 
tournaments,  played  under  actual 
TOUR  conditions.  Attend  a  PGA  TOUR 
tournament  witfi  your  complimentary 
Partner's  pass.  Receive  a  yearly 
subscription  to  ON  TOUR,  ttie  only 
magazine  that  shows  you  the  PGA  TOUR 
from  the  inside.  Get  the  PGA  TOUR's 
Official  Media  Guide  containing  all  the 
game's  facts  and  figures,  and  receive 
other  unique  Partners  benefits.  Just 
$38  makes  you  a  PGA  TOUR  Partner 
Proceeds  support  over  900  charities 
nationwide.  Call  and  join  today! 


1-T^»t^^c3  Vir^iAT  ^^"^         attached  reply 

llCrt;  O  now  card,  or  call  1-800-545-9920 


Major  credit  i  iirds  ucci'plfd. 


"As  Reiationships  Strengthen 
They  Turn  Into  Alliances. 

Clients  Like  That" 


Re-engincL-ring.  Restive  hoards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong  finan- 
cial allies  now  more  than  ever. 

Now  more  than  ever,  (Chemical  is  committed  to  huililing  strong 
and  mutually  valuahle  relationships  with  our  clients— operating  as 
hanker,  advisor,  and  trading  and  investment  partner. 


We  forge  relationships  that  last  by  serving  clients  better  tha 
our  competitors,  by  providing  more  of  the  products  and  services 
clients  need  than  our  competitors,  by  solving  more  problems  and 
finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  example,  w 
rank  first  in  the  world  in  loan  syndications,  thanks  to  structuring 


^Chemical 
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rtise  and  our  strong  emphasis  on  distribution.  .As  a  natural 
ision  of  these  strengths,  Chemical  Securities  Inc.  can  now 
rwrite  and  deal  in  all  t\-pes  of  debt  securities  in  the  United 
s,  including  corporate  bonds. 

Chemical  also  has  leadership  positions  in  trading,  treasury, 
jrate  finance,  operating  services  and  capital  markets  activities 


worldwide.  .\nd,  at  a  time  when  others  have  retreated  from  interna- 
tional arenas,  we  have  a  global  network  across  ]5  countries. 

Our  tormidable  market  presence,  growing  capital  strength  and 
higher  credit  ratings  have  demonstrably  increased  our  usefulness 
to  our  clients.  Put  Chemical  to  the  test.  We're  a  financial  ally  with  a 
multitude  of  strengths. 


Expect  more  from  us.' 


Chemical  Securities  Inc  -Member  SIPC 
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THERE'S  TROUBLE  UNDER 
FORD'S  HOOD 


Its  hot  growth  in  sales  and  market  share  looks  great.  But  if  you  look  closer . . . 


At  first  glance,  Ford  Motor  Co. 
appears  to  be  hitting  on  all  cylin- 
ders. Its  U.  S.  market  share  is 
up  nearly  a  full  point  this  year,  to  a  15- 
year  record  25.4%.  Five  of  Ford's  cars 
and  trucks  are  among  the  top  10  U.  S. 
sellers,  led  by  the  F-series  pickup  and 
the  Taurus  family  sedan,  and  its  facto- 
ries are  running  overtime  to  meet  de- 
mand. Profits  have  staged  a  comeback, 
too.  The  company  announced  on  Oct.  27 
that  its  earnings  in  the  traditionally 
weak  third  quarter  stood  at  $463  million, 
compared  with  a  loss  of  $272  million  a 
year  ago.  Revenues  climbed  5%,  to  $24.5 
billion. 

But  first  impressions  can  be  deceiving. 
A  closer  look  at  the  No.  2  auto  maker's 
latest  earnings  shows  that  profits  aren't 
so  hot  in  its  core  U.  S.  car  business.  E.x- 
cluding  one-time  tax  credits  that  added 
$171  million  to  the  bottom  line  of  Ford's 
U.  S.  auto  operations,  the  unit  earned  a 
disappointing  $162  million  in  the  third 
quarter.  Salomon  Brothers  Inc.  reckons 
that  Ford  made  a  sorry  $40  in  profit  on 
every  vehicle  it  sold.  By  contrast,  Chrys- 
ler Corp.  made  $423  million  in  profits— 
almost  all  of  it  from  U.  S.  auto  sales— or 
$1,004  a  vehicle  (chart).  Worse,  Paine- 
Wel_)l)er  Inc.  estimates  that  Foi'd's  over- 
all profit  margin  in  1993  could  come  in  at 
4.4%— less  than  half  of  Chrysler's  pro- 
jected 9%.. 

MONEY  TRUCKS.  So  what's  putting  the 
tjrakes  on?  For  starters.  Ford  is  being 
hampered  by  the  huge  capital  outlays 
it's  making  to  develop  a  new  genera- 
tion of  ti'ansmissions  and  engines  as  well 
as  new  cai's  and  trucks.  "In  bringing  a 
car  to  market,  they  spend  a  lot  of  mon- 
ey—arguably more  than  they  should," 
says  PaineWebl)er  analyst  Stephen  J. 
Girsky.  And  although  its  sales  are 
strong.  Ford  still  remains  too  dependent 
on  costly  marketing  incentives  to  push 
its  vehicles.  Moreover,  Ford's  product 
line  is  less  profitable  than  Chrysler's, 
since  it's  lighter  on  higher-margin  mini- 
vans  and  sport-utility  vehicles,  such  as 
I  Chrysler's  hot  Jeep  Grand  Cherokee. 
I  The  unkind  comparisons  with  Chrys- 
g  ler  clearly  nettle  Ford  executives.  "We 
5    do  hear  people  saying,  'Why  aren't  you 
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more  profitable?' "  says  Ford  Ti'easurer 
David  N.  McCammon.  Ford  managers 
acknowledge  that  auto  results  could  be 
improved.  "I  think  we're  on  our  way  to 
letter  financial  performance,"  says  Ford 
Chief  Executive  Alexander  J.  Trotman, 
60,  who  took  over  from  retiring  Harold 
A.  Poling  on  Nov.  1. 

To  be  sure.  Ford  has  made  great 
strides  in  improving  its  operating  health. 
Unlike  ailing  General  Motors  Corp.,  Ford 
did  its  downsizing  in  the  1980s  and  has 
been  able  to  stay  fairly  lean.  Also,  Ford 
leads  the  Big  Three  in  manufacturing 
productivity:  It  uses  the  fewest  worker 
hours  to  build  a  car,  according  to  James 
E.  Harbour,  who  heads  Tr"oy  (Mich.)  con- 


sultant Harbour  &  Associates  In 
But  Ford  has  a  long  way  to  go  befoi 
it  can  hope  to  match  Chrysler's  return 
Take  that  little  problem  of  product  mi 
High-profit  trucks,  which  include  mir 
vans  and  sport-utility  vehicles,  accoui 
for  59%  of  Chrysler's  sales,  compan 
with  just  46%  of  Ford's  unit  sales.  Bi 
changing  those  percentages  is  no  simp 
matter.  Ford's  truck  factories  are  £ 
ready  running  flat  out,  and  squeezir 
out  capacity  to  make  more  trucks  w 
be  slow  going. 

Then  there's  the  problem  of  ince 
fives,  an  addiction  Ford  shares  with  tl 
rest  of  the  industry.  So  far  this  yea 
Ford  has  spent  an  average  of  $780  p(' 


FORD'S  HIGH  COSTS  AHD 
lOW-PROFIT  PRODUCTS... 

DEVEIOPMENT  COSTS  Ford  is  spending  heavily  fo  devel- 
op new  engines  and  transmissions  .  its  automotive  capital  ' 
spending  climbed  to  $988  per  vehicle  in  1 992,  from 
$601  in  1987. 

PRODUCT  MIX  Ford  can't  produce  and  sell  enough 
high-profit  trucks  to  improve  margins.  Trucks  account  for 
46%  of  its  total  vehicle  sales,  compared  with  59%  at 
Chrysler.  Will  have  to  convert  some  factory  capacity  before 
it  can  increase  truck  sales. 

STEEP  INCENTIVES  Cash  rebates  and  lease  subsidies  are 
slightly  lower  than  GM's  and  Chrysler's— but  they  remain 
high.  Marketing  incentives  totaled  $  1.5  billion  in  the  third 
quarter,  or  1 1  %  of  revenues,  nearly  double  what  they 
were  in  the  boom  years  of  the  1 980s. 

...LEAVE  IT  TRAILIHG  CHRYSLER 


▲  DOLLARS  PER  VEHICLE  IN  NORTH  AMERICA 

DATA:  SALOMON  BROTHERS  INC.,  BUSINESS  WEEK 
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shicle  on  cash  rebates  and 
veet  lease  deals.  Chrys- 
ir  and  (iM  won't  reveal 
leir  marketing  costs,  but 
ord  estimates  that  its 
)mpetitors  are  spending 
lOre:  $1,020  and  $835,  re- 
3ectively.  Still,  Ford's 
larketing  incentives 
^ualed  $1.5  billion  in  the 
lird  quarter,  or  11%  of  its 
.  S.  auto  revenues— nearly 
3uble  the  rate  for  incen- 
ves  in  the  boom  years  of 
le  late  1980s. 

Ford's  biggest  headache, 
lOUgh,  is  its  high  product- 
3velopment  costs.  Part  of 
le  problem  is  the  huge 
Tiounts  Ford  is  shelling 
it  just  to  catch  up  with  its  competitors 
I  developing  new  engines  and  trans- 
lissions.  Ford  delayed  such  spending 
I  the  1980s,  and  now  it's  paying  dearly 
»r  skimping.  Ford's  automotive  capital 
sending  is  up  6^%  since  1987,  to  $988 
er  vehicle.  Meanwhile,  Chrysler's  capi- 
il  spending  increased  just  23%,  to 
1,039,  in  the  same  period,  while  gm's 
:tually  dipped  5%,  to  $749.  So  far  this 
ear.  Ford's  capital  spending  is  up  15% 
/er  last  year,  to  $4.7  billion. 

Ford  also  lags  behind  Chrysler  in 


NEW  CEO  TROTMAN:  UNKIND 
COMPARISONS  WITH  CHRYSLER 
NEITLE  FORD  EXECUTIVES    .  .  , 


money-  and  time-saving  product  develop- 
ment innovations,  such  as  assembling 
teams  of  designers,  engineers,  accoun- 
tants, and  marketers  to  develop  vehi- 
cles. Industry  insiders  say  Ford's  teams 
are  just  beginning  to  come  together  and 
have  yet  to  achieve  Chrysler-style  auton- 
omy and  efficiency.  That's  not  all  Ford's 
fault.  After  all,  analysts  say,  Chrysler's 
smaller  size  made  implementing  the 
team  approach  easier.  "Ford  still  hasn't 
gotten  its  product  development  together 
completely,"  says  David  Andrea,  a  re- 
searcher at  the  University  of 
Michigan's  Office  for  the  Study 
of  Automotive  Transportation. 

BORROWED  PARTS.  That  was 
clearly  the  case  with  the  sporty 
new  Ford  Mustang,  which  will 
be  launched  in  December.  Alto- 
gether, Ford  spent  $700  million 
over  35  months  to  develop  it. 
Company  executives,  who  are 
pleased  with  the  car's  develop- 
ment time  and  cost,  point  out 
that  the  Mustang  was  the  first 
model  since  the  Taurus  to  be  de- 
veloped through  the  team  ap- 
proach. But  it's  hardly  inspiring 
compared  with  Chrysler's  Dodge 
Neon.  Sure,  Chrysler  took  31 
months  and  $1.3  billion  to  devel- 
op the  compact.  But  the  Neon 
is  brand-new.  And  that  meant 
designing  a  new  engine  and 
manual  transmission.  Chrysler 
even  built  a  new  stamping  plant 
to  make  the  Neon's  body. 

In  contrast.  Ford  engineers 
borrowed  one-fourth  of  the  Mus- 
tang's parts  from  its  predeces- 
sor to  keep  costs  down.  The  car, 
with  a  base  sticker  price  of 
$13,365,  contains  a  V-6  engine 
that  first  debuted  in  the  1982 
Ford  Thunderbird.  After  factor- 
ing in  expected  sales  over  five 
years.  Harbour  figures  that 
Chrysler's  development  costs  will 
average  out  to  $750  for  each 


Neon,  compared  with  $900 
for  Ford's  Mustang. 

Chrysler's  Neon  looks 
like  an  even  greater  bar- 
gain compared  with  Ford's 
Mondeo,  which  made  its 
debut  in  Europe  in  the 
spring.  The  company  spent 
a  breathtaking  $6  billion 
on  the  new  compact  sedan, 
which  will  eventually  be 
sold  around  the  world.  It 
will  be  introduced  as  the 
Ford  Contom'  and  Mercury 
Mystique  in  the  U.  S.  next 
year.  Ford  defends  the 
Mondeo's  development 
cost,  which  includes  three 
body  styles,  right-  and  left- 
hand  drive,  two  new  en- 
gines and  transmissions,  and  retooling 
for  two  assembly  and  six  parts  plants. 
But  critics  say  Ford  may  not  be  able  to 
chai-ge  enough  for  the  Mondeo  to  pro- 
duce a  healthy  margin.  Many  analysts 
figure  that  the  car  is  a  sure  money-loser 
because  of  its  costs.  Even  shareholders, 
who  have  seen  Ford's  stock  climb  45% 
since  the  start  of  the  year,  to  62!^,  voice 
concern  about  Ford's  development  costs. 
"They're  building  some  excellent  vehi- 
cles," says  analyst  Ted  Shasta  of  Loomis, 
Sayles  &  Co.,  a  major  stockholder.  "But 
they're  losing  sight  of  how  much  it  costs 
to  develop  them  and  of  customers'  will- 
ingness to  pay."  Ford  won't  comment  on 
the  Mondeo's  profit  potential,  but  points 
out  that  it  already  has  300,000  orders  in 
Europe.  "If  I  were  to  take  its  results 
just  so  far,  I  would  be  happy  to  be 
judged  on  it,  says,"  Tr-otman. 

Ford  managers  insist  that  profits  will 
steadily  improve.  Thanks  to  heavy  capi- 
tal spending,  they  say  the  auto  maker  is 
already  turning  out  a  new  line  of  en- 
gines and  transmissions  that  could  boost 
sales.  And  while  executives  defend  cur- 
rent development  costs  as  reasonable, 
they  say  those  expenditures  will  likely 
decline  now  that  Ford  is  applying  the 
team  approach  to  all  new  models.  At 
the  same  time.  Ford's  product  mix  will 
shift  more  toward  trucks  and  vans.  Ford 
introduces  its  new  Windstar  minivan 
next  spring  and  is  expanding  its  capacity 
to  build  more  of  the  sold-out  Explorer 
sport-utility  vehicle. 

Still,  McCammon,  Ford's  treasurer, 
cautions  that  a  stronger  economy  is  the 
key  to  Ford's  profitability.  If  growth 
picks  up  and  sales  rise.  Ford's  marketing 
costs  could  drop,  and  the  company's  bot- 
tom line  take  off,  he  says.  But  then 
again,  that  could  be  said  for  the  entire 
industry.  Until  Ford's  managers  squeeze 
out  more  costs,  they  may  have  to  learn 
to  live  with  the  unflattering  compari- 
sons with  Chrysler  for  some  time. 

By  Kathleen  Kerwin  and  James  B. 
Treece  in  Dearborn,  Mich. 
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Even  nc,w, 

laws  recall  llie  sport  wnrnily. 

^oii  Iodic  a  parlciiig  liclcet. 
I'oltled  it.  Ci-i.iin]")lecl  it.  TKen, 
sinijily  liooted  it  away.  ♦ 
rliirteen  tlToiisand  parlcing 
tickets  written  each  clay. 
MaN'lie,  on  a  eliaritaKle  clay, 


How  A  New  TiTE  Of  Computer  Pot  A  Stop 

TO  ONE  OF  CHICAGO'S  FAVORITE 


ID  (Percent  paid.  4"  But  i(  youre 
tliiiiL'in^  ol  playing  tliat  game 
tliese  days,  oflicials  liave 
one  word  ol  acK'ice:  1  )on  t.  % 
t'Lin  comimlers  liave  Keen 
installed.  And  tliey  are  very, 
very  ellective.  ^  Claim  tlie 
meter  was  li  redden,  and  a 
I  learing  Oflicer  will  clieclc  a 
nieler  da  la  liase  on  a  Sun 
computer.  I'rotest  tlie  ticket 
isn  I  yours,  and  a  scanned 
i  mage  of  tlie  origi nal  is  p idled 
Irom  a  d  a  I  a  lia  se  .  ^  cd  1  tliat 
you  re  in  a  licn-iy,  and  all  these 


jtiKs  can  he  dune  at  once,  lie- 
cause  b'lm  computers  can  tlo 
more  tlian  one  joli  a  I  once. 

document  imaging 
hased  on  I:r^nn  liarclware,  we 
save  citizens  lime,  and  tlie 
city  mc:)nev,  Juditli  Rice, 
diicago  s  revenue  director, 
proudly  says.      Tkere's  more 

to  til  is  sttiry,  of  course  

revenvie  increases  of  400  per- 
cent, limiting  projiertv  taxes 

 Kilt  it  lt>olcs  lilce  our  time 

is  up.  4"  And  you  l?now  vvlial 
tlial  means.  ♦  Sun  computers. 
Just  llie  licLet,  it  seems, 
for  the  City  ol  Chicago. 
C  More  than  1  35,CHK)  organiza- 
tions are  using  Jr-im  systems, 
powered  hy  the  SPARC  chip 
and  the  Solaris  operat- 
ing environment,  to 
gain  a  competitive  edge. 
The  City  of  Chicago  is 
just  one.  "To  learn  htiw 
you   can   henelit,  call 

1-800-426-5321,  ext.  605. 


^Sun 


Sun  Microsystems  Computer  Corporation 

A  Sun  Marosystcms,  Int  Busuuss 

-  Iv'i.Sun  MKins\-.ruiis  In. 


Tke  Network  Is  Tlie  Computer 


1  •T^^ 

I 

INSIDE  THE  BIACK 
BUSINESS  NETWORK 


A  far-flung  web  of  entrepreneurs  and  executives  is  driving  African  American  economic  growth 


In  the  summer  of  1991,  Jheryl  Busby 
was  in  big  trouble.  The  chief  execu- 
tive of  Motown  Record  Co.  was  des- 
perately trying  to  save  an  enterprise 
rich  in  tradition,  if  little  else.  Motown 
had  an  abundant  record  library,  but  big 
names  such  as  Michael  Jackson  and 
Smokey  Robinson  had  defected  years 
earlier  to  labels  with  deeper  pockets. 
Worse,  Motown  was  having  distribution 
problems,  and  Busby  was  in  the  midst  of 
suing  its  distributor  and  part-owner,  gi- 


ant MCA  Inc.,  foi'  allegedly  failing  to  pro- 
mote the  venerable  label  and  its  acts. 

So  what  did  Busby  do?  He  turned  to 
the  l)lack  business  community  for  help. 
He  asked  Clarence  Avant,  an  influen- 
tial, behind-the-scenes  music  impresario, 
to  arrange  for  him  to  plead  his  case  to 
Earl  G.  Graves,  the  flamboyant  publish- 
er of  Black  Enterprise  magazine.  By  De- 
cember, Busby's  face  was  beaming  from 
the  magazine's  cover  on  newsstands  na- 
tionwide. Inside,  he  talked  up  plans  for 


"the  new  Motown"  and  lamented  MCA 
"ineptitude."  He  spent  long  hours  talkin 
over  Motown's  situation  with  Grave 
Avant,  and  other  black  business  lumina 
ies  such  as  Robert  L.  Johnson,  CEO  < 
Black  Entertainment  Television  (BET). 

Busby's  new  friends  helped  him  fori 
a  strategy  to  leverage  Motown's  plat 
num  brand  name  to  create  Motown  T 
specials  and  thematic  restaurants.  Mor 


PETER  BYNOE 

Developer  Chicago  real  estate 
Former  owner  Denver  Nuggets 
Negotiator  Atlanta's  Olympic  stadium 


JERROLD  WEXLER 

Developer 

Chicago  real  estate 
Former  investor 

Denver  Nuggets 


BERTRAM  LEE 

Owner  Albimar  Communications 
Former  owner  Denver  Nuggets 
Investor  San  Antonio  Spurs  bid 
Jesse  Jackson  fund-raiser 


KEY  PLAYER 

LINKS:     SOCIAL  BUSi 


A.  BARRY  RAND 

Executive  V-P, 
Operations  Xerox 


WAYMAN  SMITH 
V-P,  Corp.  Affairs 

Anheuser-Busch 


KENNETH  CHENAULT 

Pres.,  U.S.  Travel 
Related  Services 

American  Express 


HERMAN  RUSSELL 
Owner  Atlanta 

construction  company 


FRANK  SAVAGE 
Senior  V-P 

Equitable  Cos. 
Provided  venture 
capital  to  minority- 
ov/ned  firms 
Former  Chairman 
Freedom  Natl.  Bank 


CEO  Essence 
Communications 
Investor  Queer 
Broadcasting 
Former  Chairn 
Freedom  Natl.  Bel 


REGINALD  LEWf 

(recently  deceasJ 
CEOTLC  BeatricI 
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iportant.  Johnson  made  a  standinf^  offer 
i  buy  out  MCA,  easing  the  pressur-e  on 
,isby  and  j^ivinR  him  time  to  both  find  a 
>w  distributor  and  develop  hot  new 
;ts  such  as  Boyz  II  Men.  "I  had  never 
jfore  asked  for  a  favor  or  advice,"  Bus- 
/  says.  "But  when  you're  driven  by 
ar,  you  reach  for  the  familial— [to  those 
ho]  understand  your  story." 
By  this  August,  it  was  payback  time. 
16  MCA  suit  was  settled  in  the  spring, 
id  PolyGram  NV,  the  new  distributor, 
fered  to  buy  a  rejuvenated  Motown 
r  $325  million— five  times  what  Busby 
id  other  investors  had  paid  in  1988. 
isby,  who  had  owned  10%  of  the  com- 
my,  will  stay  on  as  CEO.  Avant  will 
ntinue  to  help  Motown  strategize  as 
e  label's  new  chairman  and  a  mem- 
ir  of  the  PolyGram  Holdings  Inc. 
lard.  Johnson  has  laid  plans  to  collabo- 
te  with  Busby  on  cable-TV  projects, 
eluding  a  Diana  Ross  30th  anniversary 
ecial.  And  with  a  bright  new  future. 


Motown  has  become  much  more  attrac- 
tive to  new  acts. 

Welcome  to  The  Network— an  infor- 
mal, but  powerful,  system  of  contacts 
and  relationships  that  is  helping  drive 
economic  growth  in  the  African  Ameri- 
can luisiness  community.  At  its  core  it  is 
a  cadre  of  entrepreneurs  and  a  smat- 
tering of  high-ranking  corporate  execu- 
tives who  together  make  up  the  black 
business  elite.  But  it  envelopes  countless 
other  African  American  businesspeople 
and  heavy  hitters  in  politics,  social  acti- 
vism, and  religion.  With  much  the  same 
energy  that  characterized  the  civil  rights 
struggle,  this  network  is  focused  scjuare- 
ly  on  economic  development.  The  eyes 
are  still  on  the  prize,  but  the  prize  these 
days  is  a  slice  of  wealth  and  influence  in 
what  remains  a  business  world  domi- 
nated by  white  males. 

Sure,  by  mainstream  standards,  the 
African  American  business  community 
has  a  long  way  to  go.  According  to  Black 
Enterprise,  the  combined  sales  of  the 
100  largest  black-owned  companies  to- 


taled just  $5.7  Ijillion  last  year— about 
the  same  as  Quaker  Oats  Co.  And  in 
key  industries  ranging  from  heavy  man- 
ufacturing to  information  processing, 
African  Americans  are  scarce,  either  as 
owners  or  as  executives. 

But  as  black  businesspeople  create 
strong  beachheads  in  fields  such  as  com- 
munications, entertainment,  and  consu- 
mer goods,  networking  provides  lever- 
age that  would  otherwise  be  lacking. 
Working  together,  African  Americans 
are  forming  pools  of  capital  and  new  op- 
portunities that  are  helping  to  overcome 
traditional  barriers  to  success. 

The  operative  concept:  Strength  in 
numbers.  The  deals  aren't  Paramount- Vi- 
acom, but  there  are  plenty  of  them.  This 
coming  April,  Avant,  New  York  entre- 
preneur Percy  Sutton,  and  Chicago 
broadcaster  Eugene  Jackson  will  launch 
the  World  African  Network,  a  premium 
cable  channel  featui'ing  videos  and  other 
programming  produced  by  African 
Americans.  In  Gary,  Ind.,  former  Mayor 
Richard  Gordon  Hatcher  was  al)le  to  bid 


MARIANNE 
SPRA66INS 

Managing 
director  Smith 
Barney  Shearson 
Top  political 
fund-raiser 


L  DOUGLAS  WILDER 

Governor  Virginia 


QUINCY  JONES 

/Music  producer 
Owner  QDE 

mulHmedia 
entertainment 
company,  Vibe 
magazine 


CLARENCE  AVANT 

Owner  World  African  Network 
Investor  Inner  City  Broadcasting 
/Music  producer 
Chairman  Motown  Records 


9SBY 
dian 

ir  investor  Coke  bottling 
1  Malcolm  X 


D  McHENRY 

T Ambassador  U.N. 
or  Coca-Cola 

or  Queen  City  Broadcasting 


ANDREW  BRIMMER 

Former  Governor 

Federal  Reserve  Board 


O.J.  SIMPSON 

Ex-football  star 
Investor  Queen 
City  Broadcasting 


MICHAEL 
JACKSON 

Singer 


GENERAL  COLIN  POWEU 

Former  Chairman 

Joint  Chiefs  of  Staff 
Onetime  aide  to  former 
Coke  president  and 
Deputy  Defense  Secretary 
Charles  Duncan 


J.  BRUCE  LLEWELYN 

Owner  Queen  City 
Broadcasting, 
Philadelphia 
Coca-Colo  Bottling, 
Garden  State  Coble 
Former  Chairman 
Freedom  Natl.  Bank 


I 
1 


BETTY  SHABAZZ 

Widow  of  Malcolm  X 
Investor  Queen  City 
Broadcasting,  Inner 
City  Broadcasting 


JULIUS  ERVING 

£x-basketba/f  star 
Investor  Philadelphia 
Coco-Colo  Bottling, 
Queen  City  Broadcasting 
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"THERE'S  A  TREMENDOUS  SENSE  OF  OBLIGATION  TO  SERVE  AS  A  MENTOR. 
CAN'T  BE  LIKE  A  NORMAL  WHITE  EXECUTIVE  AND  DO  MY  JOB  AND  GO  HOMl 


for  a  lucrative  new  lake-l)oat  casino  li- 
cense only  after  calling  on  several  po- 
tential investors  from  the  black  busi- 
ness elite,  including  Graves  and  Essence 
magazine  Pul)lisher  Edward  Lewis. 

After  l)lack  entrepreneur  J.  Bruce 
Llewellyn's  ABC  affiliate  in  Buffalo  ran 
into  financial  woes.  Granite  Broadcasting 
Corp.,  whose  biggest  individual  inves- 
tor is  Oprah  Winfrey,  acquired  a  45% 
stake  in  October.  The  talk-show  host 
also  helped  out  when  Hollywood  financ- 
ing for  Malcolm  X  ran  out  last  year  and 
director  Spike  Lee  approached  her,  Mi- 
chael Jordan,  Bill  Cosby,  and  others  for 
the  cash  to  finish  the  film.  When  Honey- 


(page  77).  As  a  result,  he  and  others 
like  him  feel  a  strong  responsibility  to 
help  open  doors.  "There  is  a  tremen- 
dous sense  of  oliligation  to  serve  as  a 
mentor,"  says  Fi-ank  Savage,  senior  vice- 
president  of  Equitable  Cos.  "I  can't  be 
like  a  normal  white  executive  and  just 
do  my  job  and  go  home." 

It's  important  to  note  that  the  l)lack 
business  network  is  hardly  monolithic. 
Participation  is  not  a  prerequisite  for 
success.  Joshua  L  Smith,  chief  execu- 
tive of  Maryland-leased  Maxima  Corp.,  a 
$48  million  information-systems  manage- 
ment company,  is  a  staunch  Republican 
whose  business  relies  not  at  all  on  the 


AT  THE  TOP:  CEO  BUSBY  ON  THE  ROOF  OF  MOTOWN'S  LOS  ANGELES  HEADQUARTERS 


well  Senior  Vice-President  Mannie  Jack- 
son wanted  to  buy  the  Harlem  Globe- 
trotters earlier  this  year.  Graves  and 
bet's  Johnson  gave  him  business  advice, 
the  rapper  Hammer  offered  insight  on 
the  live-entertainment  industry,  and  ac- 
tivist Jesse  Jack.son  lent  contacts  to  in- 
vestment bankers.  Says  Johnson,  who 
spent  foui-  years  as  a  Globetrotter  before 
joining  Honeywell  in  1968:  "When  we 
work  together  as  a  group,  there's  an 
exponential  expansion  of  our  contacts." 

For  young  African  Americans,  those 
contacts  are  invaluable.  Having  mentors 
in  high  places  is  an  advantage  their  eld- 
ers never  had.  An  internal  network  at 
Xerox  Corp.  helped  Executive  Vice-Pres- 
ident A.  Barry  Rand  break  through  the 
glass  ceiling  to  become  one  of  the  high- 
est-ranking black  executives  in  the  U.  S. 


Ijlack  business  community.  And  super- 
lawyer  Vernon  E.  Jordan  Jr.  takes  great 
pains  to  underscore  his  independence, 
bristling  at  the  notion  of  lumping  black 
business  people  into  a  separate  gi"oup.  "I 
don't  have  a  role  in  that  network,"  Jor- 
dan says,  noting  that  he's  a  lawyer,  not 
a  businessman.  "You  have  to  transcend 
race  in  this  process." 

The  fact  is,  however,  that  ethnic 
groups  have  been  networking  in  this 
country  for  years  to  claim  a  share  of 
the  nation's  wealth  and  [lower.  The  Pol- 
ish did  it  in  Chicago,  the  Irish  in  Boston, 
the  Jews  and  Italians  in  New  York.  Cu- 
bans are  doing  it  now  in  Miami,  as  are 
Koreans  in  Los  Angeles. 

What  makes  the  black  network  dif- 
ferent is  its  scope.  It's  national,  for  one 
thing.  And  its  reach  is  far  deeper  than 


that  of  other  ethnic  networks.  Larg 
because  of  those  decades  spent  agitat 
for  legal  and  political  rights,  Afri 
Americans  have  established  powei 
advocates  nationwide  in  local,  state,  ; 
federal  government.  Blacks  also  hav 
strong,  unified  voice  for  change  throi 
such  activist  gi'oups  as  the  National 
sociation  for  the  Advancement  of  ( 
ored  People  and  Jesse  Jackson's  Opt 
tion  PUSH.  Legislation  and  agitat 
benefiting  minority  business  is  the 
suit.  And  many  of  the  black  busin 
elite  are  taking  full  advantage. 
LEG  UP.  A  prime  example  is  Bruce  I 
wellyn,  arguably  the  most  prospen 
black  entrepreneur  in  mainstream  bi 
ness.  In  Iniilding  his  three  main  com 
nies— Philadelphia  Coca-Cola  Bottli 
Queen  City  Broadcasting,  and  Gar'< 
State  Cable  Television— he  used  all 
benefits  the  network  has  to  offer. 

Llewellyn  proved  himself  during 
1970s,  when  he  built  up  Bronx-ba; 
Fedco  Foods  Corp.  from  $18  million 
sales  to  the  largest  minority  retailer 
the  U.  S.  Annual  sales  neared  $100  i 
lion  when  he  sold  it  in  1982.  After  tl 
he  turned  to  soft-drink  bottling  and  ; 
a  leg  up  with  Coke  when  his  cous 
General  Colin  L.  Powell,  put  in  a  g( 
word  with  Charles  W.  Duncan  Jr.,  m 
was  president  of  Coca-Cola  Co.  bef( 
Ijecoming  Deputy  Defense  Secretary  ; 
Powell's  boss  in  the  late  1970s.  It  die 
hurt  that  Operation  push  was  targ 
ing  Coke  at  the  time,  charging  that 
had  done  little  to  open  its  lucrative  1: 
tling  franchises  to  minorities. 

When  he  ventured  into  broadcast) 
in  1985,  Llewellyn  was  similarly 
soiu'ceful.  First,  he  tapped  a  roster  of 
vestors  that  reads  like  a  Who's  Who 
the  African  American  community, 
has  drawn  on  Ed  Lewis  from  Esse'i 
and  Bill  Cosby.  Betty  Shabazz,  Malcc 
X's  widow,  invests  with  Llewellyn, 
do  wealthy  sports  figures  0.  J.  Simps 
and  Julius  Erving. 

Part  of  the  allure  was  that  during  1 
1970s,  a  handful  of  white  and  black  me 
liers  of  Congi-ess  had  persuaded  the  F 
eral  Communications  Commission  to  ; 
stow  rich  tax  advantages  on  those  w 
sold  broadcast  properties  to  minoriti 
Since  the  program  Ijegan,  there  ha 
been  more  than  300  such  sales.  1 
properties  that  make  up  Queen  City  a 
Garden  State  Cable  are  among  them. 

For  the  black  network,  the  linkage 
politics,  activism,  and  business  is  k 
While  Caucasian  ethnic  groups  ha 
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SPENDING 
A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service™  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


siderably less,  often  under  half  what 
our  competitors  charge.* 

For  your  free  EMS  starter  kit  call 
1  800  456-3600,  Ext.  596. 

If  you're 
tired  of  paying 
a  bundle  for  all 
your  overseas 
packages,  we 
deliver  for  you. 


*based  on  published  rates 
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POSTAL  SERVICE 

We  Deliver  For  You. 


Create  a.n  office  worl 
:hat  performs  beyonc 
vjidest  imagination 
ind  revolves  around  \ 


Canon  has  a  vision  of  how 
your  office  should  run 
today.  Which  means  it's  equipped 
with  machines  that  liberate.  Em- 
power. Increase  productivity.  And 
open  the  lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  everything 
Canon  produces.  The  Corporate 
Line  of  High  Volume  Copiers, 
for  example,  combine  durability 
and  reliability  with  exceptional 
copy  quality.  Our  Color  Copiers 
add  the  power  of  brilliant,  high- 
quality  color  to  all  your  business 
communications  and  deliver 
digital  connectivity  to  your  com- 
puter systems.  Our  Laser  Class 
Plain  Paper  Facsimiles  utilize  our 


exclusive  image  processing  and 
laser  printing  technology  to  create 
extremely  high-quality  output. 
And  with  the  introduction  of  our 
Digital  Imaging  Systems,  you  will 
experience  a  whole  new  world  in 
Document  Management  without 
ever  leaving  your  desk. 

With  Canon's  system 
solutions,  you  can  create  your 
own  visionary  office  where 
simplicity  and  productivity  coexist 
in  perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you 
can't.  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


\ 


%y#^^  Official  Sponsor  of 
WorldCupUSAB^i" 


Canon 


The  Boston  Harbor  project  is  one  of  the  most  ambitious 
environmental  projects  of  this  decade.  When  completed,  it 
will  include  the  second-largest  wastewater  treatment  plant 
in  the  United  States,  capable  of  treating  1.3  billion  gallons 
daily;  and  a  i). 5-mile  discharge  tunnel  over  24  feet  in  diame- 
ter bored  mor(^  than  400  feet  beneath  the  waters  surface. 
An  estimated  2.5  million  people  ultimately  will  be  sen'cd  by 
this  facility. 

ICF  Kaiser,  the  construction  manager  for  this  massive 
effort,  is  facing  tough  challenges  -  time  and  space  -  to 
reclaim  the  harbor.  The  construction  schedule  is  mandated 
by  a  federal  court  order.  And  the  construction  site  is  a  scant 
180  acres  on  Deer  Island,  with  limited  access. 

Coordination  is  key.  ICF  Kaiser  has  centralized  all  ser- 
vices and  supplies  on  the  island,  from  concrete  supply  to 


water,  fuel,  and  power  resources.  In  addition,  ICF  Kaiser  is 
supervising  and  coordinating  30  prime  contractors  and 
2,800  personnel. 

Far  from  being  a  tea  party,  cleaning  up  Boston  Harbor  is 
the  kind  of  complex  job  that  ICF  Kaiser  takes  on  with  excel- 
lence -  by  providing  integrated  engineering,  construction, 
and  consulting  semces  -  throughout  the  world. 

For  more  information  about  our  work  in  the  environ- 
ment, infrastructure,  industry,  and  energy  markets,  contact 
ICF  Kaiser  International,  Inc.,  9300  Lee  Highway,  Fairfax, 
Virginia  22031-1207. 

^ICF  KAISER 

Worldwide  excellence  in  meeting  client  needs 


en  able  to  f^ain  wealth  and  fold  seam- 
isly  into  the  white  power  base,  that's 
t  always  possible  for  blacks.  Preju- 
:e  remains  a  barrier.  "There's  a  multi- 
ige  process  through  which  you  emerge 
o  the  mainstream,"  says  Northwestern 
liversity  economist  Marcus  Alexis, 
lacks  have  to  look  at  how  others  have 
)ved  along  and  understand  where  we 
3  in  relationship  to  where  we  have  to 
.  This  is  just  the  beginning." 
Marianne  C.  Spraggins,  a  formidable 
litical  fund-raiser  and  managing  direc- 
•  of  Smith  Barney  Shear.son  Inc.'s  mu- 
■ipal  finance  department,  compares 


modern  black  networking  to  the  close 
communication  among  African  Ameri- 
cans in  the  antebellum  South.  "I  call  it 
an  extension  of  the  drum,"  she  says. 
"We  are  in  commimication  in  one  way  or 
another  on  all  levels  all  the  time." 

The  master  communicator  is  Earl 
Graves,  a  canny  entrepreneur  and  so- 
cialite whose  empire  includes  one  of  the 
nation's  most  successful  Pepsi  bottling 
companies  and  stakes  in  countless  small- 
er ventures.  He  is  a  dii-ector  of  Chrysler 
Corp.  and  a  trustee  of  Howard  Univer- 
sity. More  than  anyone  else,  he  is  the 
network's  cheerleader. 


It  was  Ciraves  whom  former  Drexel 
Burnham  Lambeil  CEo  Fi'ederick  H.  Jo- 
se\)h  sought  out  during  the  1980s  when— 
as  Joseph  says— "I  made  it  my  business 
to  find  out  who  knows  people"  in  the 
black  network.  Graves  hooked  him  up 
with  a  relatively  obscure  financier 
named  Reginald  F.  Lewis,  and  Joseph 
urged  Drexel  to  finance  Lewis'  $985  mil- 
lion acquisition  of  Beatrice  Co.'s  interna- 
tional food  business  in  1987.  That  creat- 
ed the  largest  black-owned  business  in 
the  country,  with  1992  revenues  of  $1.7 
billion.  Sadly,  Lewis  died  of  a  brain  tu- 
mor last  Januaiw  but  was  succeeded  by 


STICKING  IT  OUT  AT  XEROX  BY  STICKING  TOGETHER 


It  all  started  in  1971  with  the  disap- 
pearance of  Algy  Guy.  The  10  other 
recently  hired  black  sales  reps  in 
;erox  Corp.'s  Washington  (D.  C.)  of- 
ce  had  no  idea  why  their  colleague 
ad  abruptly  left  the  company.  The 
lystery  ate  at  everyone.  "We  didn't 
now  what  happened,  but  if  it  hap- 
ened  to  Algy,  it  could  happen  to  us," 
jcalls  Gilbert  H.  Scott,  who  joined 
erox  earlier  that  year. 
Fearing  Guy's  failure  had 
)mething  to  do  with  his  race, 
cott  and  his  fellow  African 
mericans  banded  together  to 
irm  a  survival  network.  Wryly 
iming  themselves  the  "Corpo- 
ite  Few,"  they  met  in  each  oth- 
•'s  apartments,  coaching  one 
lother  on  presentation  skills, 
lies  techniques,  and  pricing 
rategies.  The  three  more  sen- 
r  sales  reps— A.  Barry  Rand, 
'illiam  Robinson,  and  Kent 
mos— tutored  the  others  on  the 
lances  of  Xerox  culture:  What 
'  wear,  who  to  cultivate,  and 
ho  to  avoid.  It  was  the  subtle 
uff  that  helps  shape  a  career. 
"We  couldn't  risk  having  low 
jrformers,"  recalls  Rand.  "We 
d  not  have  the  luxury  to  be  medio- 
e."  If  one  group  member's  perfor- 
ance  was  slipping,  the  others  would 
nd  a  hand.  "We'd  take  a  day  out  of 
ir  ten-itories  and  go  help,"  Scott  says, 
'here  were  13  people  selling  in  your 
rritory  in  one  day.  You  would  get 
e  recognition  for  the  sales." 
Soon,  the  performance  of  some 
mip  members  distinguished  them  on 
national  level.  By  1973,  the  Wash- 
gton  network  contacted  two  similar 
■Qups  in  California  to  schedule  a  na- 
)nal  meeting  in  Philadelphia.  About 
1''0  of  Xerox'  4,053  black  employees 
kowed  up. 


Fellow  workers  noticed.  Xerox'  top 
brass  in  Stamford,  Conn.,  noticed.  And 
many  were  unhappy.  "People  thought 
we  could  be  a  unionizing  effort,"  says 
Scott.  "They  asked,  'How  come  all 
these  black  people  are  meeting,  and 
what  are  they  trying  to  do?'"  Some 
employees  grumljled,  but  then-presi- 
dent David  T.  Kearns  backed  the  idea, 
squelching  most  of  the  complaints. 


Several  of  the  Corporate  Few 
thrived,  but  not  all.  Kent  Amos  lie- 
came  renowned  within  Xerox  as  the 
point  person  for  African  American  is- 
sues, and  his  career  suffered.  He  was 
transferred  "kicking  and  screaming" 
from  marketing  to  work  in  human  i-e- 
sources— often  a  backwater  for  black 
emjiloyees.  That  made  him  Xerox'  first 
black  executive,  but  he  felt  pigeon- 
holed and  left  in  1986. 

Amos  went  on  to  start  a  manage- 
ment consulting  company,  but  Bill 
Robinson's  fate  still  haunts  the  original 
Corporate  Few.  Rand  says  Robinson 
was  simply  unable  to  cope  with  the 


same  corporate  culture  he  had  trained 
younger  hires  to  negotiate.  "He  was 
the  best  salesman  I  ever  knew,"  says 
Rand.  But  "trying  to  understand  why 
he  couldn't  [really  fit  in]  was  too  gi'eat 
for  him."  Robinson's  performance 
slipped.  He  began  drinking.  He  left 
Xerox  in  the  mid-1970s. 

He  died  in  1981— shot  by  police  in 
front  of  a  Maryland  convenience  store. 
Police  told  the  The  Washington 
Post  at  the  time  that  Robinson 
had  a  gun  and  was  shooting  at 
I  hem,  but  witnesses  disputed 
Uieii'  story.  No  investigation  was 
held,  but  Robinson's  death 
serves  as  a  reminder  for  Rand: 
No  matter  how  successful  you 
are,  he  says,  "in  greater  soci- 
I'ty,  if  you  don't  have  your  cor- 
porate card  with  your  title  on  it, 
and  you're  not  dressed  up  with 
your  suit  and  tie,  you  can  be 
treated  as  many  black  people 
are— very  badly." 

Today,  Xerox  is  widely  ac- 
claimed for  its  acceptance  of  mi- 
norities. The  internal  black  net- 
work is  thriving  and  27  of  264 
vice-presidents  are  African 
American.  One  of  those  is  Scott, 
46,  who  is  vice-president  in  charge  of 
U.  S.  field  operations  for  Xerox  Busi- 
ness Services. 

As  for  Rand,  48,  he's  Xerox'  execu- 
tive vice-president  for  operations  and, 
as  one  of  three  top  executives  in  the 
running  to  succeed  Chairman  Paul  A. 
Allaire,  he  stands  a  chance  of  becoming 
the  first  black  chief  executive  of  a  ma- 
jor public  company.  Rand  is  proud  of 
that,  but  he  sees  Xerox'  success  at 
promoting  minorities  in  the  context  of 
Corporate  America's  failure  generally. 
"Xerox  stands  out,"  Rand  laments. 
"And  it's  unfortunate  that  it  does." 

Bt/  Elizabeth  Leslij  in  Stamford 
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with  traction  control. 
When  it  comes  § 
to  safety,  were  not 
spinning  our  wheels. 

Park  Avenue's  available  traction  control  reduces  wheel  spin 
and  improves  acceleration  on  slippery  roads.  For  your  further 
peace  of  mind,  Park  Avenue  is  equipped  with  a  steel  safety  cage 
body  unit  and  standard  dual  air  bags  and  anti-lock  brakes. 
Buick  Park  Avenue,  a  very  secure  place  to  be. 
For  more  information,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


I  Qfn  1®  S)l!)93  OM  Corp.  All  rights  reserved, 
.     1"!!!,     Park  Avenue  IS  a  reijislered  Irajiemark  of  GM  Corp. 
'  .'v  iflw,<d»t  up.  Amencai 


Lifetime  Mechanical  Warranry 


Available  at 
MERKSAMER 
Jewelers 

1-800-366-4111 
or  call  l-800-5')6-73^4 
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"OUR  CHALLENGE  IS  FINDING  A  WAY  TO  MAKI 
OPPORTUNITIES  FOR  PEOPLE  IN  THE  INNER  CITIES 


his  lialf-hrother,  Jean  S.  Fugett  Jr. 
(Beatrice  has  recently  come  under  in- 
vestor fire  for  poor  results.) 

Graves,  58,  has  always  used  Bluck 
Enterpfise  as  his  power  l)ase.  His 
friends— from  Commerce  Secretary  Ron 
Brown  to  the  guy  who  designed  the 
light  fixtures  at  his  Westchester  County 
(N.Y.)  estate— are  commonly  featured. 
The  tone  is  overwhelmingly  upbeat  and 
celel)ratory— too  much  so,  some  com- 
plain. Graves  founded  the  magazine  in 
1970  with  a  $175,000  Small  Business  Ad- 
ministration loan.  Alliances  with  other 
major  black  magazines  followed. 

Graves,  Ed  Lewis  at  Essence,  and 
•John  H.  Johnson,  the  publishei'  of  Ebony 
and  Jet,  share  market  informa- 
tion, throw  promotional  parties 
together,  and  occasionally  pay 
joint  calls  on  advertisers  to  under- 
scor-e  the  significance  of  black  con- 
sumers. A  few  years  ago.  Graves 
was  bent  on  winning  advertising 
from  Hyatt  Corp.,  init  wasn't  get- 
ting anywhere  on  his  own.  So 
.Johnson,  who  has  known  Hyatt 
CEO  Jay  A.  Pr'itzker  for  years,  ar- 
ranged a  group  meeting.  Today, 
Hyatt  is  a  frecpient  advertiser. 
NEW  FACES.  For  a  flozen  years, 
(iraxes  and  his  wife,  Barbara, 
have  vacationed  regularly  with 
what  Gi'aves  calls  the  "Ti'aveling 
Team"— an  informal  assortment  of 
longtime  friends  ranging  from  out- 
going Vii'ginia  Governor  L.  Doug- 
las Wilder  to  American  Express 
U.  S.  Travel  Related  Services 
President  Kenneth  I.  Chenault. 
Summers  are  sjjent  either  on 
Long  Island  or  Martha's  Vineyard. 
Anfl  every  two  years,  as  part  of 
the  National  Brotherhood  of  Skiers 
event,  net  workers  gather  in  such  places 
as  Vail  or  Aspen  to  check  out  up-and- 
comers  they  have  invited.  Most  of  the 
elite  belong  to  the  same  civic  organiza- 
tions, from  the  NAAC"!'  to  the  Urban 
League. 

Bi-inging  in  new  faces  is  a  major  pas- 
time of  the  network.  Take  Keith  T. 
Clink-scales,  now  the  chief  operating  offi- 
cer of  entertainment  mogul  Quincy 
Jones's  Vibe  magazine,  a  joint  ventui-e 
with  Time  Inc.  Ventures. 

In  19W,  while  still  attending  Harvard 
business  school,  Clinkscales  launched  his 
own  magazine.  Urban  Profile,  a  bimonth- 
ly aimed  at  black  college  students.  Look- 
ing for  help  and  advice,  he  turned  to 
bet's  Bob  .Johnson,  Ed  Lewis,  and  Va\- 


gene  Jackson  of  the  World  African  Ne 
work,  among  others.  They  introduce 
Clinkscales  to  prospective  investors  an 
counseled  him  on  the  ins  and  outs  < 
targeting  the  black  market.  The  mag; 
zine  grew  to  50.000  subscribers  Ix'for 
Clinkscales  sold  it  to  Career  Communic: 
tions  Group  Inc.  His  success  led  him  t 
Vibe.  "It's  important  to  understand  w  li 
the  power  players  are,"  he  says.  "Thes 
jjeople  provide  you  with  a  solid  base  ( 
contacts.  If  you  treat  it  right,  it's  souk 
thing  to  hold  on  to." 

Helping  along  Ivy  Leaguers  like  Cliiil 
scales  is  crucial.  But  some  worry  ili 
network  risks  leaving  large  portions  < 
the  African  American  communitv  bi 


CLINKSCALES:  "A  SOLID  BASE  OF  CONTACTS 


hind.  "Our  gi-eatest  challenge  is  findin'j, 
way  to  make  opi)ortunities  for  the  pei 
pie  in  the  inner  cities,"  says  Northw  i-; 
em's  Alexis.  Others,  such  as  consuli;ii 
Andrew  F.  Brimmer,  the  first  black  im 
ernor  of  the  Federal  Reserve  Boanl,  !•< 
lieve  holding  l)lacks  to  such  a  standai-d 
unfair.  "I  do  not  see  why  black  im^ 
nesses  should  have  any  more  re> 
sibility  than  anyone  else  to  improvi 
for  blacks,"  Brimmer  says. 

Most  networkers  fall  .somewhere  i 
between.  While  many  give  copiously  l 
gi'oups  such  as  the  Urban  League  an 
the  United  Negi'o  College  Fund,  the  \n\ 
vailing  ethic  is  that  a  rising  tide  lift 
all  boats.  And  that  leads  to  another  cei 
cern:  For  all  its  enthusiasm,  some  woi'i' 
that  the  black  business  communit\  i 
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CABLE TV  I 


OMCASrS  MUITIMEDIA 
TREASURES... 


COMCAST  PLAYS 
HARD  TO  GET 


Brian  Roberts  isn't  selling,  but  he  is  sizing  up  potential  partners 


f; 


I  orgive  Brian  L.  Roberts  if  he 
seems  a  l)it  shell-shocked  these 
days.  Consider  what  the  34-year- 
old  i)i'esident  of  Comcast  Corp.  has  been 
through  in  the  past  couple  of  months. 
First,  he  antecl  up  $500  million  to  sup- 
port Barry  Diller's  hostile  bid  for  Para- 
mount Communications  Inc.  and  found 
himself  in  the  middle  of  the  noisiest 
takeover-  l)attle  since  the  Crazy  Eighties. 
Then,  Bell  Atlantic  Corp.  agi-eed  to  buy 
cable  giant  Tele-Communications  Inc.  in 
a  deal  worth  $21.4  billion.  Suddenly, 
Comcast  was  on  every  matchmaker's 
list  as  the  next  cable  acquisition  for  a 
telephone  company. 

Oh,  yes— Roberts'  wife  meanwhile 
gave  birth  to  their  third  child,  a  daugh- 
ter. "It's  wildly  exciting,"  says  a  bleary- 
eyed  Roberts. 

Events  have  unfolded  at  a  lightning 
pace.  Roberts  had  barely  24  hours'  no- 
tice of  the  Bell  Atlantic-TCI  merger,  a 
deal  that  affects  Comcast  on  several  lev- 


els. TCI  President  John  C.  Malone  is  a 
partner  with  Roberts  and  Diller  in  QVC 
Networ'k  Inc.,  which  is  bidding  for  Para- 
mount. For  Diller  and  Rolierts  to  pro- 
ceed in  that  effort  without  inciting  gov- 
ernment trustl)usters,  Malone  has  had  to 
agree  to  relinquish  his  QVC  stake  to  Bell- 
South Corp.  if  QVC  prevails. 
MATING  GAME.  Even  more  important, 
the  Bell  Atlantic  deal  has  unleashed  a 
frenzy  of  speculation  that  other  Baby 
Bells  will  snap  uj)  cable  operators.  With 
nearly  3  million  subscril)ers  in  the  East 
and  the  Midwest,  the  nation's  third-larg- 
est cable  operator  is  a  pi'ime  target,  and 
its  stock  has  zoomed  accordingly  (chart). 
"The  landscape  has  been  altered  dra- 
matically," says  Roberts. 

Still,  as  he  juggles  phone  calls  from 
would-be  partners  with  speeches  at  in- 
dustry conferences,  the  affable  Roberts 
is  putting  out  a  strong  message:  Com- 
cast is  not  for  sale.  The  Philadelphia 
company  might  be  interested  in  joining 


with  phone  or  cable  companies.  But  ¥U 
erts  doesn't  see  the  latest  round  of  n' 
dia  mania  as  a  chance  to  cash  oi 
"There's  a  role  for  entrepreneurs," 
says.  "We  can  add  value." 

Actually,  Roberts  has  been  talki; 
about  the  convergence  of  telephone  a: 
cable  companies  for  some  time.  Ai 
while  Bell  Atlantic  has  been  dabbli 
in  cable  TV  through  experimental 
tems  in  noithern  Virginia,  Roberts  h 
pushed  Comcast  into  cellular  telephon* 
The  company  serves  about  250,000  eel 
lar  customers  in  a  market  stretchii 
from  Philadelphia  to  Joliet,  III.  It  al 
has  a  13%  stake  in  NEXTEL  Communic 
tions  Inc.,  a  startup  that  is  developii 
an  alternative  cellular  system  using  fi 
quencies  once  reserved  for  taxis  ai 
other  fleet  operators. 

Roberts  is  in  an  enviable  position 
the  mating  dance  begins.  He  has  t 
support  of  his  father,  Ralph  J.  Roben 
who  founded  Comcast  and  controls  7i 
of  its  voting  stock.  And  he  has  assei 
bled  a  fat  Rolodex  in  the  cable,  te. 
phone,  and  programming  bu.sinesses. 
was  Roberts,  for  example,  who  en  tie 
Diller  to  join  QVC  in  1992. 

So  for  him,  the  question  is:  Whi 
Baby  Bell— or  which  long-distance  pi 
vider— would  offer  the  best  deal  in 
joint  venture?  Which  might  give  him 
deal  similar  to  Malone's:  vice-chairman 
charge  of  the  infonnation  superhighwa 
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e  assume  they've  been  approached 
will  be  approached  by  every  major 
I  operating  company,"  says  Frederick 
Moran,  an  analyst  at  Salomon  Broth- 
Inc.  "It's  an  open  game." 
Vhat  Roberts  would  most  like  is  a 
tner  that  would  bring  capital— such  as 
$15  billion  Bell  Atlantic  and  TCI  plan 
ipend  on  upgrading  their  networks- 
expertise  in  such  areas  as  interac- 
;  technology.  Comcast  could  use  the 
h:  It  has  $4.4  billion  in  debt  from  a 
ies  of  cable  and  cellular  telephone  ac- 
sitions  in  the  past  seven  years.  Banks 
;ht  be  leery  of  extending  its  credit 
:s  much  further  without  a  cash-rich 
iphone  partner. 

I'or  his  part,  Roberts  would  bring 
•wledge  of  everything  from  cable 
rketing  to  cellular  phones.  Not  to 
ntion  an  eye  for  acquisitions.  In  a 
ade,  Comcast  bought  cable  systems  in 
er  to  grow  from  300,000  to  2.9  million 
scribers.  And  Roberts  is  already  cast- 
a  covetous  glance  at  the  1.6  million 
cable  subscribers  Bell  Atlantic  will 
'e  to  divest  because  they're  in  its 
me-service  area.  Bell  Atlantic  Chair- 
1  Raymond  W.  Smith  says  he'd  trade 
36  customers  to  Comcast  for  Comcast 
iscribers  outside  his  service  area, 
ncast  executives  reply  that  they'd 
ler  buy  the  subscribers  outright. 
ING  GUN.  If  Smith  and  Roberts  don't 
a  deal,  Comcast  has  other  options. 
!  company  already  has  a  partnership 
h  us  West  Inc.  and  TCI  that  offers  ca- 
and  phone  service  in  Britain.  And 
>erts  can  get  acquainted  with  his  new 

partner,  BellSouth.  Plus,  Roberts 
sts  Comcast  can  prosper  alone  for 
r.  Operating  cash  flow  grew  12%,  to 
).3  million,  in  the  first  nine  months  of 

year,  while  revenues  rose  11%,  to  $1 
on.  Indeed,  based  on  Comcast's  soar- 
stock  and  its  other  investments,  J.  R 
'gan  Securities  Inc.  estimates  that 

buyer  would  have  to  pony  up  $7.8 
on  for  Comcast. 

loberts  is  also  unlikely  to  be  ready  to 
1  out.  Many  of  cable's  mavericks  are 
ring  retirement  age,  which  makes 
m  more  receptive  to  the  blandish- 
its  of  phone  companies.  But  Roberts 
mds  to  be  a  force  in  the  evolving 
timedia  industry  for  the  long  term, 
ill  the  same,  he  can't  keep  suitors 
pay  forever.  For  one  thing,  rival  cable 
rators  may  simply  sell  out  to  Baby 
s,  taking  both  themselves  and  the 
it  attractive  phone  companies  out  of 
•.  Regulatory  scrutiny  of  the  Bell  At- 
ic  merger  may  also  cool  the  ardor 
such  deals.  For  now,  says  PaineWeb- 
Inc.  media  analyst  Christopher  Dix- 
"The  musical  chairs  are  spinning, 
the  music  is  still  playing."  Roberts 
Is  to  be  sure  he  has  a  seat  when 
music  stops. 

By  Joseph  Weber  in  Philadelphia 


She  Already  Owns  Some  Of 
America's  Largest  Companies* 


Blue  Chip  Fund' 


One  Year  18.23% 
Five  Years  15.09% 
Ten  Years  13.33% 

\..  M.J,  .uiihmI  h.l.il  iiturn  ihrnush  St-pl  )0 


That's  because  her  parents  ai-e 
investing  in  her  fulure  with 
Founders  Blue  Chip  Fund.  A  no- 
load  growth-and-income  fund,  Blue 
Cliip  gives  her  a  stake  m  the  growth 
potential  of  large,  stable  U.S.  com- 
panies. And  by  investing  through  a 
Uniform  Gift  to  Minors  Act 
(UGMA)  account,  her  parents  can 
give  her  up  to  $20,000  annually, 
reduce  their  taxes  and  still  control 
the  investment. 


Find  out  how  you  can  set  up  a 
UGMA  account  for  your  child  with 
]ust  $500.  Call  for  a  free  brochure. 
The  Gift  of  a  Lifetime.  Well  also 
send  a  prc^spectus  on  Blue  Chip  and 
Founders'  other  ecjuity,  hxed- 
income  and  money  market  funds. 

Do  It  today  Give  your  child  a 
chance  to  gi'ow  with  some  of  Amer- 
ica's biggest  companies. 

1-800-525-2440 


E  Founders 

Investment  Strategies 
for  a  Lifetime. 


Founders  A^^tl  MdnagcnKni,  Ihl  ,  Dislnhulor 
2930  East  Third  Avenue,  Denver.  Colorado  H020fi 


Discovery 
Fund 

sni.dl 
';,HpiI.ili;.inon 


Frontier 
Fund 

Crowd) 


Special 
Fund 

L.ipil.ll 

ApprL'u.uior 


Worldwide 
Growth  Fund 


Growth 
Fund 

Lon»-Tirm 
Groulh 


Blue  Chip 
Fund 


Balanced 
Fund 

nuiiu.'  .'.-CapiKil 
Appa.Lilion 


Pifci.M'  iciul  (lie  I'lospalus  tciivfiillv  hcjorc  vou  mval  or  Sfnd  miincv.  /(  conlams  more  ion}pklc  injormation. 
iniliii/ini;  (niincigfoiciK  jcci  anj  cxpcmcs.  Pcrjormancc figures  include  change  m  share  pnce,  remveslinent  oj 
dmdenih  and  capital  gams.  Past  perjormance  is  no  guarantee  of  (utiov  residts-  Investment  return  and  pnn- 
cipal  value  o{ an  investment  wiU  fluctuate  so  that  an  investor's  shares,  when  redeemed,  n^av  he  worth  more 
or  less  than  then  cost.  ®  1993  Founders  Funds,  Inc.  BlSl 
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We  started  back  in  1971  with  three  planes  it  fly  more  routes  each  day.  That  generates 

serving  three  Texas  cities.  In  the  short-haul  more  revenue,  so  you  can  offer  lower  fares, 
markets,  most  people  will  drive  those  dis-        We  were  interested  in  the  American  Express 

tances  instead  of  fly.  A  lot  of  people  figured  Membership /W/tes""  program  because  it  gives 

us  for  road  kill  at  the  time.  But  today  we've  us  access  to  business  travelers,  who  are  the 

got  144  airplanes  in  34  cities.  bulk  of  our  customers.  And  Cardmembers  earn 

We  like  mavericks -people  who  have  a  sense  a  mile  for  every  dollar  spent.  That's  giving 

T 


"We  Compete  More 
iTH  The  Automobile  Than  We  Do 
iTH  Other  Airlines" 


of  humor.  We've  always  done  it  differently.  people  something  of  value.  That's  a  lot  better 

You  know,  we  don't  assign  seats.  Used  to  be  than  getting  a  mint  when  you  walk  off  the  plane, 

we  only  had  about  four  people  on  the  whole  The  American  Express-'  Card  is  welcomed 

plane,  so  the  idea  of  assigned  seats  just  made  at  airlines  all  around  the  world.  (Of  course, 

people  laugh.  Now  the  reason  is  you  can  turn  Herb's  kind  of  partial  to  his  corner  of  the  world.) 

the  airplanes  quicker  at  the  gate.  And  if  you  HERB  KELLEHER, 

can  turn  an  airplane  quicker,  you  can  have  CEO,  SOUTHWEST  AIRLINES 


►ports  Business 


GOLF  I 


OF  THE  DUFFEU  BY  THE 
DUFFEU  FOR  THE  DUFFER 


How  Alabama  retirees  are  betting  on  golf  bucks     i ; 


MAGNOLIA  GROVE 
MOBILE 


When   he  hatched   the  idea 
three  years  ago,  more  than 
a  few  people  questioned 
David  Bronner  s  grip  on  real- 
ity. For  months,  Bronner,  chief 
executive  of  Retirement  Sys- 
tems of  Alabama,  the  state's 
ultraconservative,  $12  billion 
pension  fund,  crisscrossed  the 
state  trying  to  win  support  for  a 
l)old  plan:  to  build  a  string  of  seven 
world-class  public  golf  courses  de- 
signed by  one  of  the  sport's  legen- 
dary architects.  The  largest  golf- 
course-construction  project  ever 
would  lure  tourists  to  Alabama, 
improve  the  state's  image,  and 
generate  a  profit  to  boot,  Bron- 
ner insisted.  As  if  the  im- 
mensity of  the  undertaking 
wasn't  bold  enough,  Bi'onner 
expected  developers  to  do- 
nate land  and  cities  and 
counties  to  provide  streets 
and  services,  thus  limiting 
the  fund's  exposure  to  $150 
million.     Recalls  Hugh 
Wheelless,  the  Coors  beer 
distributor  in  Dothan,  Ala., 
and  one  of  the  Ti'ail's  de- 
velopers: "I  thought  he 
was  nuts." 

Now,  with  portions  of 
all  seven  courses  of  the 
Rol)ert  Trent  Jones  Golf 
Trail  open  to  the  public,  retirees 
and  business  leaders  are  banking  on 
Bronner's  gamble.  For  a  fimd  that  tradi- 
tionally invested  in  low-risk  stocks  and 
bonds  while  avoiding  volatile  real  es- 
tate, the  Trail  represents  a  new  level 
of  risk.  Tlie  idea  would  never  have  flown 
without  the  support  of  the  powerful  Al- 
abama Education  Assn.,  whose  70,000 
teachers  make  up  a  majority  of  the 
RSA's  members— and  of  its  ruling  board. 
In  Bronner's  18  years  as  head  of  the 
fimd,  its  assets  have  grown  upwards  of 
twentyfold,  to  $1.2  billion,  and  mandato- 
ry payroll  deductions  have  shrunk.  "It's 
more  risky  than  bonds,  but  the  potential 
rewards  are  also  greater,"  says  Paul 
Hubbert,  executive  director  of  the  aea, 
who  blessed  the  Trail. 

But  a  pension  fund  betting  the  nest 
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egg  on  greens  fees?  "The  idea  is 
so  unusual,  it's  something  fund 
managers  are  watching  very 
closely,"  says  Steve  Curry,  direc- 
tor of  the  Tennessee  Consolidated 
Retirement  Fimd.  But,  "it's  not  some- 
thing we  would  try."  Gauging  the  re- 
turns on  the  investment  could  take  two 
or  three  years,  given  that  nearly  one- 
fourth  of  the  holes  remain  under  con- 
struction. Executives  at  SunCoast  Golf 
Corp.,  the  RSA-owned  private  company 
created  to  run  the  Ti-ail,  say  tliey  need 
to  generate  about  60,000  rounds  per 
course  per  year  at  the  modest  charge  of 
$20  to  $2.5  per  18  rounds  to  turn  a  prof- 
it. That's  a  lot  of  links-loving  tourists. 


CAN  ALABAMA  BECOME 
A  GOLFERS'  MECCA,  A 
BIBLE-BELT  SCOTLAND? 


Bronner  and  his  Trail  cohorts  ins 
they  were  motivated  in  part  by  a  des 
to  spruce  up  Alabama's  image  and 
mate  for  business  and  tourism.  Thi 
years  ago,  golf  contributed  to  Ala 
ma's  reputation  for  bigotry.  When  1 
Birmingham  Post-Herald  reported  tl 
no  African  Americans  were  members 
posh  Shoal  Creek  Country  Club,  site 
the  1990  Professional  Golfers  As 
championship,  a  prominent  member 
the  club  excused  the  omission  by  say 
that  such  social  mixing  "just  isn't  d( 
in  Birmingham."  The  PGA  soon  pusl 
for  all  clubs  hosting  its  tourneys  to 
mit  black  members.  Says  Bronner:  " 
Trail,  which  is  open  to  everyone, . . . 
show  Alabama's  not  what  some  peo 
think  it  is." 
"SISTINE  CHAPEL."  When  the  RSA  w< 
looking  for  an  architect  to  design 
courses,  many  big  names  didn't  e\ 
bother  to  reply.  One  famed  desigi 
called  the  pension  fund  to  report  ti 
some  kook  was  using  its  name 
connection  with  a  wild  project.  T 
it  was  no  joke,  the  architect  hi; 
up.  But  87-year-old  Robert  Tr( 
Jones,  designer  of  more  than 
courses  over  the  past  40  yea 
saw  the  chance  to  "paint 
Sistine  Chapel.  This  is 
crowning   achievement."  T 
name  Trent  Jones  lent  inst 
credibility  to  the  project. 

Had  the  RSA  been  forced  to  p 
for  all  the  land  and  services, 

total  bill  of  perhaps  $300  n 
r    lion  might  have  been 

much  for  the  state  to  swalk 
But  the  cooperative  coalition 
developers,  local  officials,  and  i 
fund  spread  the  risk— and  the  chance 
reward.  Coors  king  Wheelless  donat 
400  acres  for  one  course  and  began  S' 
ing  off  adjacent  lots  that  fetched 
much  as  $125,000  each.  "That  was 
best  donation  I  ever  made,"  he  cro\ 
Similar  developments,  aided  by  lo 
governments  eager  to  provide  roads  a 
sewers  at  taxpayer  expense,  are  spro 
ing  near  the  other  six  courses.  I 
there's  been  no  hue  and  cry  from 
taxpayers— so  far.  And  the  teach< 
whose  money  is  at  risk,  says  the  AE 
Hubbert,  "have  ti-emendous  faith  in  1 
Bronner." 

Designer  Jones  predicts  that  one  c 
one  or  more  of  the  courses  will  hosi 
U.  S.  Open  tournament,  a  rarity  foi 
public  course— and  a  litmus  test  for  g 
greatness.  But  to  truly  be  a  succe 
the  Trail  must  turn  Alabama  into  a  g( 
ing  mecca,  the  Scotland  of  the  Bil 
Belt.  If  it  doesn't,  the  state's  retin 
are  sure  to  feel  a  divot— in  the  walle' 
By  Keith  Dunnavant  in  Huntsville,  A 
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SPORTS  BUS 


With  annual  revenues  of  more  than  $14  biUion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  ot 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  fmancial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  tor  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNIWON 


Sunkyong  Limited  Sunkyong  Industries  SKC  Sunkyong  Engineering  and  Construction   Yukong  Limited 


Best-in-Class  Passenger/Cargo  Room 


Side  Door  Guard  Beams 


4-Wheel  A 


IN  EACH  OF  US, 
THERE'S  A  DREAMER 


FIND    YOURSELF    IN    AN  EXPLORE 

The  world's  just  too  big  to  be  lejt  unexplopi 


MEDICINE  I 


A  CARDIAC  CRUSADER 
HEADS  FOR  MAIN  STREET 


Will  Dr.  Ornish's  no-surgery  heart-disease  plan  work  on  a  large  scale? 


Keeping  up  with  Dr.  Dean  Ornish, 
heart  doctor  and  best-selHng  au- 
thor, is  a  little  like  following 
around  a  pro  football  team.  From  Den- 
ver to  San  Francisco,  New  York  to  Om- 
aha, he  crisscrosses  the  U.  S.  pushing 
his  program  for  improving  health  and 
reversing  heart  disease  by  persuading 
Americans  to  give  up  the  high-fat,  to- 
bacco-puffing, stress-filled  lifestyle  many 
lead.  His  own  pace  is  frenetic:  One  day, 
a  Cable  News  Network  crew  clogs  his 
Sausalito  (Calif.)  office.  On  another,  he 
greets  a  standing-room  crowd  at  New 
York's  Museum  of  Natural  History.  Still 
another  finds  Ornish  advising  Hillary 
Rodham  Clinton's  health-care  task  force. 
It  isn't  the  schedule  of  an  ordinary 


ORNISH:  THE 
TRADE-OFF 
FOR  LOW 
COST  IS  HIGH 
COMMITMENT 


research  scientist,  but  then,  Ornish  isn't 
ordinary.  In  the  venerable  world  of 
biomedical  research,  he's  an  enigma, 
straddling  the  abyss  between  traditional 
and  alternative  medicine.  In  1990,  Ornish 
provided  the  first  hard  evidence  that 
major  lifestyle  changes  can  do  what  sci- 
entists thought  impossible:  reverse  heart 
disease— unclog  arteries— without  the  use 
of  drugs  or  surgery.  The  key  is  a  very 
low-fat  vegetarian  diet,  moderate  exer- 
cise, no  smoking,  and  cutting  stress  with 
meditation  and  group  support.  At  the 
American  Heart  Assn.'s  (AHA)  annual 
meeting  on  Nov.  10,  Ornish  reported 
that  the  benefits— including  a  dramatic 
lessening  of  chest  pain,  or  angina— con- 
tinue after  three  or  more  years  for  most 
of  his  first  28  patients. 

These  results  have  helped  propel  Or- 
nish, 40,  to  new  professional  and  busi- 


ORNISH'S  ENTERPRISES 

The  vehicles  for  marketing  Dr.  Dean  Ornish's 
prescription  for  healthy  living: 


HOSPITAL  DEALS 


A  new  company,  Ornish  Health  Programs  Inc., 

is  licensing  the  doctor's  diet,  exercise,  and 
stress-management  program  to  six  hospitals, 
which  charge  patients  $5,000  for  one  year 
of  treatment.  Mutual  of  Omaha  will  pick 
up  the  tab  for  patients  it  insures. 


BOOKS 


Ornish  has  written  three  best-selling 
books,  including  Reversing  Heart 
Disease,  with  430,000  copies  in  print. 
His  new  diet  book.  Eat  More,  Weigh 
Less,  has  440,000  copies  in  circulation. 


ConAgra  has  hired  Ornish  as  a 
<    consultant  for  a  line  of  vegetarian  frozen 
entrees  that  conform  to  his  diet.  The 
LifeChoice  meals  are  sold  by  mail  order 

starting  at  $3  per  entree. 


Quarterly,  Ornish  offers  a  nonprofit,  week- 
long  retreat  for  those  who  want  to  try  his  plan 


ness  heights.  He  has  three  best-selli 
including  Dr.  Deem  Ornish's  Program 
Reversing  Heart  Disease  (1991)  and 
June's  diet  book.  Eat  More,  Weigh  L 
Through  his  nonprofit  Prevent 
Medicine  Research  Institute,  Orr 
hosts  quarterly  retreats,  at  up  to  $3, 
a  week,  for  people  who  want  to  try 
program.  With  food  giant  ConAgra  I 
he  has  created  vegetarian  frozen 
trees  for  his  followers.  And  his  re 
is  expanding. 

The  crusading  doctor  has  a  new  c 
pany,  Ornish  Health  Progi'ams  Inc.,  1 
is  licensing  his  concept  to  six  hospit 
including  Beth  Israel  Medical  Cente 
New  York  and  Immanuel  Medical  Cei 
in  Omaha.  Mutual  of  Omaha  Insura 
Co.  will  reimburse  patients  for 
$5,000  cost  of  a  year's  treatment, 
Ornish  says  other  insurers  may  5 
follow  suit.  The  economics  are  entic 
Other  heart-disease  treatments  incl 
angioplasty,  at  $18,000,  and  byp 
surgery,  at  $43,000. 
YOGA  IS  KEY.  Critics  see  less  here 
meets  the  eye  and  question  whether 
nish's  plan  can  succeed  outside  his  o 
inal  group.  It  starts  with  a  two-day 
treat,  followed  by  10  hours  of  meeti 
weekly  for  three  months,  then  one  m 
ing  a  week  for  nine  months.  Patie 
learn  to  prepare  gourmet  vegetal 
meals,  practice  yoga,  and  meditate. 

percentage  of  the  patient  pc 
lation  that  can  do  the  diet 
small,"  argues  Dr.  Robert 
Rosenson,  director  of  prevent 
cardiology  at  Rush  Heart  In 
tute  in  Chicago.  "Most  pec 
probably  don't  have  the  time 
resources."  Adds  Dr.  Richan 
Havel,  professor  of  medicine 
the  University  of  California 
San  Francisco:  "Most  patie 
are  unlikely  to  go  on  a  low 
diet  when  they  can  take  dr 
along  with  a  mild  diet  chang 
Other  critics  focus  on  Omii 
role  as  a  pied  piper— and  say 
psychological  boost  he  gives 
tients  may  disappear  when  \ 
pitals  take  over.  "He's  basicall 
cult  fig-ure  who  took  a  bunch 
neurotic  guys  who  thought  tl 
were  going  to  die,  got  com 
ance,  and  pushed  it  into  a  big 
thing,"  says  Dr.  C.  Wayne  C 
away,  an  associate  clinical 
lessor  of  medicine  at  Geo: 
Washington  University  in  We 
ington.  "He  does  have  aspect' 
a  guru,  and  that  makes  pec 
nervous,"  says  Dr.  Marion  N 
tie,  chairman  of  the  nutrition 
partment  at  New  York  Unive 
ty.   Yet,   she  adds:  "From 
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Introducing 
StreetSmart™ 
investment 
software  for  savvy  investors. 

With  StreetSmart,  the  hrst  investing 
software  for  Windows,  you  actually  act  as 
your  own  broker.  Now  you  can  just  point 
to  place  a  trade.  Get  real-time  quotes.  Pull 
Dow  Jones  news  and  analysts  opinions  off 
the  wire— and  into  your  home. 

Now  place  huys  and  sells  like 
a  Wall  Street  trader. 

Just  click  to  pull  down  trading 
screens.  Click  again  to  review 
your  portfolio.  Chart  price  his- 
tories. Access  6,700  company 
reports.  StreetSmart  puts  you  in 
control  of  your  investments. 


Get  StreetSmart 
for  just  $59- 
and  save  even 
more  every  time  you  trade. 

Point,  click,  invest.  Now  you  can  buy 
and  sell  stocks,  options,  bonds  and  over 
700  mutual  funds  electronically— and  save 
an  extra  10%  off  Schwab's  already  low 
commissions  every  time  you  invest.*  Plus, 
you'll  save  up  to  $25  more  on  your  hrst 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Charles  Schwab. 

Visit  your  local  olhce  tor  a  free 
demonstration  or  order  toU-iree: 

1-800-442-5111,  ext.  77. 
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Helping  Investors  Help  Themselves" 


Convenient  Saturday  and  evening  hours  now  available.  Call  your  local  Schwab  office  for  details. 
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She  s  in  charge  now 


In  what  are  extraordinary  times,  it  is  even  possible  to 


imagine  produce  stands  on  roads  once  better  suited  for  tanks. 


Throughout  former  Communist  countries,  checkpoints- and 


markets -are  becoming  open. 


On  April  2. 
as  the  result  of 
Its  i(ii)ih!)hition 
with  GE's 
aerospace  businesses, 
Martin  Marietta 
became  the  world's 
largest  aerospace 
electronics 
company. 


Although  the  free  world  won  the  Cold  War,  millions  of 


former  Communist  citizens  are  winners,  too.  Barriers  to 


democracy  and  the  private  enterprise  system  are  being  lilted 


throughout  Eastern  Europe. 


Many  factors  led  to  this  remarkable  turn  of  events,  but 


one  stands  especially  tall-the  heroic  contributions  of  the  men 


and  women  who  have  so  ably  and  unselfishly  served  their  coun- 


try and  the  defense  of  freedom  throughout  the  world. 


It  is  a  privilege  for  us  to  support  such  an  extraordinary 


team.  And  we  salute  those  whose  dedication  and  courage  not 


only  enrich  the  world,  but  also  reinforce  one  of  history's  most 


painful  yet  valued  lessons. 


That  freedom  is  not  easily-nor  permanently-won. 


6801  ROCKLEDCF  DRIVE,  BETHESDA,  MARVEAND  20817 


Photo  Dramatization 


scientific  standpoint,  Ornish's  work  is 
rigorous,  and  he  deserves  all  the  recog- 
nition he's  getting." 

For  his  part,  Ornish  says  his  study 
patients  were  "not  weird  people,  even 
though  they  live  in  California."  Half 
worked,  had  kids,  and  weren't  particu- 
larly wealthy,  he  says.  Moreover,  drug 
therapy  and  surgery  don't  get  at  the 
behavioral  or  psychological  issues— such 
as  stress— that  help  cause  heart  disease. 
And  cholesterol-lowering  drugs 
are  expensive,  often  must  be  tak- 
en for  life,  and  can  have  serious 
side  effects.  Victor  Karpenko,  72, 
a  retired  nuclear  engineer  from 
Danville,  Calif.,  considered  all  that 
in  1987,  when  his  doctor  advised 
bypass  surgery  for  one  fully 
clogged  and  two  partially  blocked 
arteries.  Instead,  he  signed  up 
for  Ornish's  program.  "It's  not 
easy  to  follow,"  Karpenko  con- 
cedes, noting  that  support  gi'oups 
go  against  his  ingi'ained  individu- 
alism. Still,  his  once  closed  artery 
is  72%  blocked  now,  and  his 
cholesterol  reading  is  down  to  150  from 
290.  (Ornish  "saved  my  life,"  he  says. 
BYPASS  AS  METAPHOR.  Some  detractors 
may  be  reacting  to  Ornish's  unorthodox 
methods.  He  gr-aduated  from  Baylor  Col- 
lege of  Medicine  in  Houston  and  did  his 
residency  at  prestigious  Massachusetts 
General  Hospital,  but  he  is  just  as  com- 
fortable talking  about  curing  an  Ameri- 
can epidemic  of  loneliness  as  he  is  dis- 
cussing blood  flow  to  the  heart.  His 
second  book  is  dedicated  in  part  to  Swa- 
mi  Satchidananda,  a  spiritual  teacher 
Ornish  met  in  1972,  when  he  was  ill  and 
seriously  depressed.  Satchidananda's 
meditation  techniques  are  part  of  Or- 
nish's Lifestyle  progi'am. 

Ornish's  ideas  took  shape  at  Baylor, 
where  he  watched  renowned  bypass  sur- 
geon Michael  E.  DeBakey  in  action.  Or- 
nish was  distressed  to  see  patients  go 
home  thinking  they  were  cured— then 
resume  their  self-destructive  habits  and 
show  up  a  few  years  later  needing  an- 
other operation.  "Bypass  surgery  be- 
came a  metaphor  for  an  incomplete  ap- 
proach to  dealing  with  a  life-threatening 
problem,"  he  says. 

So  in  1977,  Ornish  took  a  year  off 
from  med  school  to  do  the  first  trial  of 
his  system.  Ten  patients  were  se- 
ciuestered  in  a  hotel,  eating  a  vegetarian 
diet  with  just  10%  of  calories  from  fat. 
After  a  month,  they  reported  a  dramat- 
ic lessening  of  chest  pain.  In  1980,  Or- 
nish began  another  trial,  of  48  patients 
who  were  randomly  assigned  to  either 
his  progi'am  or  to  "usual  care"— moderate 
exercise  and  the  30%-fat  diet  recom- 
mended by  the  aha.  Again,  patients  on 
Ornish's  regimen  reported  less  chest 


pain,  and  their  hearts  pumped  blood 
more  normally.  He  published  these  re- 
sults in  1983  in  the  Journal  of  the  Amer- 
ican Medical  Assn. 

After  his  residency,  Ornish  moved  to , 
San  Fi'ancisco  with  his  collaborator  (now 
his  wife),  Dr.  Shirley  E.  Brown,  and 
tried  to  raise  money  for  a  trial.  He  was 
rebuffed  by  the  AHA  and  the  National 
Institutes  of  Health,  whose  experts  felt 
that  lifestyle  changes  alone  couldn't  re- 


verse heart  disease— certainly  not  in  one 
year.  But  Ornish  found  believer's  among 
wealthy  businesspeople,  including  Hous- 
ton real  estate  developer  Gerald  Hines 
and  former  Texas  Air  Corp.  Chairman 
Fi'ank  A.  Lorenzo.  "Texas  is  a  wondei'ful 
place,"  says  Ornish,  a  Dallas  native. 
"There's  not  the  sense  of  entrenchment 
there  is  in,  say,  Boston,  where  you're 
not  supposed  to  do  medical  research  un- 
til you've  finished  all  your  training." 

His  well-heeled  supporters  notwith- 
standing, Ornish  spent  the  mid-1980s 
working  on  a  shoestring.  With  what  has 
become  a  trademark  single-mindedness, 
he  held  meetings  in  his  home  and  got  fa- 
mous chefs  to  volunteer  to  teach  vege- 
tarian cooking.  "From  one  month  to  the 
next,  I  usually  didn't  know  where  the 
money  would  come  from,"  he  says.  But 


DR.  ORNISH'S 
RECOMMENDED  DAILY  DIET 

►  Excludes  all  oils 

►  Has  no  animal  products  except  nonfat 
milk,  egg  whites,  and  yogurt 

►  Allows  fewer  than  1 0%  of  calories  to 
come  from  fat 

►  Has  negligible  cholesterol  (less  than  5  mg) 

►  Excludes  foods  high  in  saturated  fat 
(such  as  avocados,  nuts,  and  seeds) 

►  Is  high  in  fiber  and  carbohydrates 

►  Limits  alcohol  to  less  than  2  oz. 

►  Excludes  caffeine  and  MSG 

►  Allows  moderate  use  of  salt  and  sugar 

mk  mum  HEART  DISUSl 


EYE  APPEAL: 
DISHES 
THAT  MEET 
ORNISH'S 
GUIDELINES 


by  mid- 1988,  he  had  enrolled  48  p; 
in  a  one-year  trial— again,  with  half 
signed  to  "usual  care."  In  the  test  gro 
there  was  a  91%  reduction  in  frequei 
and  severity  of  chest  pain,  and  coron; 
arteries  widened  in  18  of  the  22  peo{ 
By  contrast,  10  of  the  19  people  in  - 
control  group  got  worse. 

Ornish  hasn't  looked  back  since. 
1990,  he  got  $1  million  from  the  Nati 
al  Heart,  Lung  &  Blood  Institute  to  c 
tinue  his  study 
three  more  yes 
The  publication 
Reversing  Heart  L 
ease  and  a  public 
documentary  hel] 
spread  his  philosophy.  Last  y( 
Ornish  received  10,000  inquiri 
The  decision  to  license  his  { 
gram  to  hospitals  is  another 
conventional  idea:  Ornish  wa 
to  see  if  it  can  work  in  the  g 
eral  population,  not  just  in  a 
lect  gi"oup.  He  also  hopes  to  s\ 
that  the  changes  will  stick  ai 
the  first  year.  A  multicenter  t 
to  prove  that  would  cost  $200  milli 
Ornish  estimates— much  more  than 
MH  would  fimd.  The  next-best  approE 
he  figures,  is  to  work  with  hospitals, 
far,  he  says,  more  than  100  have  c 
tacted  him.  Dr.  Steven  F.  Horow 
chief  of  cardiology  at  Beth  Israel,  v 
runs  the  Ornish  program  there,  s 
the  hospital  will  probably  only  bri 
even  at  first.  But,  he  adds:  "It's  aim 
medical  malpractice  not  to  do  it." 
IMPAiniAL  REVIEW.  Some  scientists  del 
in  Ornish's  best-sellers  and  unabasi 
marketing  of  his  plan  an  unseemly  c 
mercial  instinct.  "It  looks  like  it's 
coming  a  business,  and  whenever  - 
is  in  business,  one  has  to  wonder  ab 
the  objectivity  of  the  person  doing 
research,"  says  Havel.  To  deflect  s 
complaints,  Ornish  makes  sure  to  h 
doctors  who  are  either  skeptical  or 
involved  in  his  trial  review  his  d; 
And  he  bristles  at  the  suggestion  c 
monetary  motive.  His  trials  and  retn 
are  run  on  a  nonprofit  basis,  and 
hospital  deals  are  "a  break-even  pre 
sition,"  he  says.  "Making  money  has  i 
er  been  of  primary  or  secondary  intei 
to  me."  Ornish  won't  reveal  his  inco; 

For  now,  critics  are  in  the  minor 
The  two  hospitals  that  have  started 
program  have  waiting  lists.  And  ( 
tors  say  that  more  and  more  patie 
with  weight  or  cholesterol  problems 
trying  Ornish's  diet  on  their  own.  Si 
a  year  or  two,  the  evidence  should  b 
on  whether  his  program  is  just  anot 
California  fad— or  a  turning  point  in  ] 
ventive  medicine. 

By  Naomi  Freundlich  in  New  i' 
with  bureau  reports 
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SCIENCE  &  TECHN( 


I     a  I 


I     n  g 


une  in  as  a  multinational  group  of  TV  execu- 
tives wrap  up  a  contract  to  allow  their 
respective  viewers  to  watch  the  multi-lingual 
:ion  of  1  Love  Lucy,"  on  demand, 
where  on  Earth,  any  time 
day  or  night.  From 


1 


lywood,  Frankfurt, 
yo,  Moscow,  Rio, 
I  Johannesburg, 
\{  eye  each  other 
video  conference 
I  as  a  computer 
antly  translates  their 
iments  and  repeats 
n,  through  voice  synthesis, 
he  other's  native  tongues.  After 
ickling  through  part  of  a  vintage  episode 
ieved  from  an  instantly  accessible  database 
ated  in  Omaha,  Nebraska)  and 
1  modifying  charts  of  guaranteed 
ience  and  revenue  projections,  the 
cutlves  don  pressure-sensitive 
itronic  gloves  and  seal  the  multi- 
ral  deal  with  long-distance  virtual 
dshakes.  \ 


nformation 
iohuiays 


r 


In  association  with 


AD.VANTIS 
AMERITECM 


IBM  NETWORKING 
SYSTEMS 


Rction  -  but  not  science  fiction.  All  the  technolo- 
gies required,  both  for  the  business  meeting 
and  the  multi-lingual  "Lucy,"  are  either 
on  the  market  today  or  in  develop- 
ment. Meanwhile,  the  "infor- 
mation highway"  is  under 
construction  worldwide. 
It  will  enable  the  wide- 
spread use  of  a 
remarkable  new  set 
of  telecommunica- 
tions, computing,  and 
interactive  applications 
that  will  change  business, 
entertainment,  education,  and 
personal  life  worldwide. 
Business  Week's  1993  Information  Higliways 
symposium  considered  the  growing  ubiquitousness 
of  these  technologies  and  explored 
how  they  are  likely  to  revolutionize  life. 

The  information  highway  popularly 
describes  what  technicians  call 
"broadband  networks,"  high-speed, 
high-performance  supercomputers 


PRICE  WATERHOUSE 


with  an  array  of  wireless  links. 


V      e      r      t      i      s  i 


n  g 


satellite  relays,  and  fiber  optic  cables  to  feed 
data,  voice,  and  video  images  into  the  same 
coaxial  cables  and  copper  wires  that  constitute 
most  of  today's  home  and  office  communica- 
tions infrastructure.  This  hybrid  architecture 
promises  unprecedented  access  to  data, 
images,  and  general  communication  with  the 
added  benefit  of  two-way  interactivity  where 
one-way  media  now  prevail. 

In  a  vivid  example  of  how  the  information 
highway  already  works,  U.S.  Secretary  of  Labor 
Robert  Reich  entered  McGraw-Hill's  Manhattan 
headquarters  through  a  two-way  video  link 
arranged  by  video  conference  pioneer 
PictureTel  Corporation.  From  his  Washington 
office.  Secretary  Reich  took  advantage  of  the 
interactive  technology  by  asking  delegates  to 
answer  a  question  with  a  show  of  hands  —  and 
then  chided  two  people  in  the  back  of  the  audi- 
torium for  failing  to  participate. 

Secretary  Reich  spoke  enthusiastically 
about  competitiveness.  He  sees  significant 
benefits  from  a  U.S.  corporate  "communica- 
tions infrastructure,  second  to  none,  to  link 
America  together  and  make  this  the  most 
highly  productive  nation  in  the  world." 

The  Secretary  referred  to  his  eight-  and  12- 
year-old  boys  whom  he  often  sees  tapping  away 
at  their  computers.  Information  technology 
"enables  my  two  sons  to  become  even  greater 
potential  players  in  the  world  economy,"  Reich 
said,  but  "there  are  a  lot  of  young  people  in 
Washington,  D.C.  who  don't  have  computers 
and  are  not  going  to  be  hooked  into  the  future. 
It  is  very  critical  for  us  to  make  sure  everybody 
gains  from  this  technology." 

If  predictions  are  right,  the  gains  can  be 
tremendous,  the  potential  limitless.  Those 
already  active  in  hot  cyberspace  (that's  the 
term  for  prime  sites  along  the  information  high- 
way) compare  themselves  to  Lewis  and  Clark 
striding  into  the  American  West. 


Ilie  [ouvie  in  Vour  [ivint  Rooi 


"History  has  proven  the  value  of  informa- 
tion networks,"  says  Ellen  Hancock,  Senior 
Vice  President  and  Group  Executive,  IBM 
Corporation.  "The  telegraph,  telephone,  and 
television  have  all  had  a  profound  impact  on 


^Information 
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ELLEN  HANCOCK 
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"The  telegraph,  telephone,  and 
television  have  all  had  profound 
impact  on  society.  Wide-spread, 
high-speed  networking  will  be  a 
breakthrough  as  far  reaching  as 
any  of  those  technologies. " 


GARYWEIS 

President  and  COO 
Advantis 


"Business  will  require  low-cost 
local  access,  a  high  bandwidth 
switching  backbone,  rich  appli- 
cation content  and  appropriate 
network  management,  adminis- 
tration and  security. " 


society.  Wide-spread,  high-speed  networking 
will  be  a  breakthrough  as  far  reaching  as  ar 
of  those  technologies. 

"The  world's  libraries,  its  history  and  sci- 
ences, music  and  arts,  will  all  come  within  i 
reach  of  every  school,  perhaps  every  home! 
Hancock  continued.  "Doctors  will  use  netwcl 
to  consult  their  colleagues  quickly,  wherevei 
they  are,  instantly  sharing  x-ray  images,  phc 
graphs,  data,  and  more,  bringing  medicine  t 
new  level  of  effectiveness.  The  technologie; 
emerging  from  our  laboratories  today  have 
made  all  these  ideas  feasible." 

How  will  the  highway  accommodate  Moz, 
the  Mona  Lisa,  and  medical  charts? 
Asynchronous  Transfer  Mode  —  or  ATM  —  te 
nology  can  propel  assorted  data  over  a  sing! 
high-speed  network.  "ATM,"  says  Hancock, 
"promises  to  be  something  seldom  achievec 
this  industry:  a  truly  open  standard,  widely 
implemented,  embraced  by  all  the  major  sup 
ers."  IBM  plans  to  offer  ATM-based  products 
in  1994. 

Hancock  observes  that  building  these  h 
ways  is  a  monumental  task  requiring  extens 
cooperation  and  strategic  alliances  both  wit 
and  beyond  the  computer  industry.  "When 
you're  talking  about  far-reaching  informatior 
highways  on  a  national  scale,  no  single  comp 
can  go  it  alone."  IBM  Networking  Systems  h 
developed  strategic  products  with  Siemens, 
Chipcom  and  Network  Equipment  Technoiogi 
Even  an  IBM  rival  as  fierce  as  Digital  Equip- 
ment Corporation  announced  last  August  th 
it  had  licensed  IBM  Networking  Systems' 
NetView/6000  netmrk  management  produc 
for  its  operating  system. 

Companies  creating  networks  such  as 
those  Hancock  described  might  take  the 
advice  offered  by  Gary  Weis,  President  ani 
COO  of  Advantis.  A  $1.3  billion  company 
formed  by  IBM  and  Sears,  Roebuck  and  Co 
Advantis  specializes  in  customized  network 
solutions  and  value-added  services,  includi 
electronic  messaging  and  access  to  more 
than  2,000  data  bases  and  bulletin  boards 
"For  a  'national  information  infrastructure' 
to  be  commercially  viable,"  Weis  declared, 
"business  will  require  low-cost  local  access 
a  high  bandwidth  switching  backbone,  rich 
application  content  and  appropriate  networl 
management,  administration  and  security." 


p     e      c      i      a      I  A 


ofits  Ml  Come 


Jetwork  companies  have  invested  lialf  a  tril- 
lollars  in  hardware,  software,  and  cable 
to  create  the  initial  lanes  of  the  information 
i/ay.  "If  you  build  the  highway,  profits  will 
),"  predicts  Bruce  Benson,  Lead  Partner  in 
Waterhouse's  Entertainment  and  Media 
0.  He  observes  that  when  Thomas  Edison 
ted  the  light  bulb,  "there  were  no  power 
,  no  generators,  and  certainly  no  electrical 
I  into  houses."  But  soon  after  those  wires 
installed,  they  fueled  much  more  than  just 
dison's  creation.  Who  could  have  foreseen 
:hose  same  lines  would  power  televisions, 
luters,  VCRs,  and  CD  players?  Alexander 
3m  Bell's  telephone,  likewise,  spawned  the 
lachine,  direct-response  marketing  and  fur- 
)n  up  the  road,  wireless  personal  communi- 
is  services.  The  information  highway,  now 
dared  primarily  a  means  to  transport  enter- 
lent,  data,  and  voice  communications,  will 
r  products  and  innovations  to  astound  even 
lost  imaginative  of  visionaries  today.  They 
will  enrich  those  who  conceive  of  the  light 
of  tomorrow. 

enson  sees  the  information  highway  as  "the 
jreat  mountain  in  front  of  us.  We  can't  go 
downhill  and  we  can't  skirt  it  if  we  want  to 
ccessful."  Daunting  though  this  challenge 
)e,  Benson  believes  "the  collective  brain 
r  and  industrial  strength"  available  today  put 
hievement  within  grasp.  "We  must  build  the 
nation  highway,"  Benson  says.  "I  think  the 
are  in  our  hands  and  it's  the  gift  from  our 
ation  to  future  generations." 


iiotbe  iionlamers 


Despite  all  the  announcements,  breast- 
ig  and  hoopla,  in  essence  the  country  is 
'aiting  for  the  policy  changes  and  the 
reater  investments  needed  to  make  the 
nation  highway  a  working  reality,"  said 
im  L  Weiss,  Chairman  &  CEO  of  Ameritech 
)ration,  the  globally-involved  midwestern 
lal  Bell  company.  Weiss  cited  a  UC 
'ley  study  which  concluded  that,  as  a  result 
at  it  calls  America's  ineffective  and  dis- 
5  regulatory  climate,  "the  United  States  is 
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The  information  Irigliway  is 
tlie  next  great  mountain  in 
front  of  us.  We  can't  go  back 
downliill  and  we  can't  sWrt  it  if 
we  want  to  be  successfui. " 
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Ameritech  Corporation 


"Get  out  the  cha/r  and  wljip 
and  get  government  back  in  its 
cage." 


ng  Section 


caught  in  the  paradox  of  promoting  investment 
where  it  is  not  needed  and  starving  it  where  it 
is  essential."  Weiss  lamented  that  the  US  is 
behind  many  other  industrial  nations  in  its  high 
technology  investment  and  development. 
"Except  for  Argentina,"  Weiss  said,  "the  US 
is  the  only  country  that  is  developing  less  in 
telecommunications  today  than  it  was  in  1984." 

The  solution?  "Get  out  the  chair  and  whip 
and  get  government  back  in  its  cage."  Rather 
than  micromanage  and  over-regulate  this  indus- 
try, Weiss  suggests  that  government  could  help 
by  offering  a  broad  vision  for  the  future,  speed- 
ing-up the  licensing  of  new  technologies  and 
access  to  bandwidth,  and  "encouraging  private 
development  of  a  national  broadband  infra- 
structure —  if  by  no  other  means,  then  by  at 
least  staying  out  of  the  way." 

W.  Bowman  Cutter,  Deputy  Assistant  to  the 
President  for  Economic  Policy,  signaled  an  essen- 
tially cooperative  stance  on  the  part  of  the 
Clinton  Administration.  "The  information  infra- 
structure is  inherently  private  sector  in  owner- 
ship, construction  and  operation."  Cutter  said. 
"Our  sense  is  that  we  should  create  competition, 
and  then  keep  the  herd  headed  roughly  west." 


Bach  to  the  futuri 


One  way  or  another,  the  information  high- 
way is  coming.  But  what  sort  of  vehicles  will  it 
carry?  And  who  will  control  the  flow  of  traffic? 

Keith  L.  Reinhard,  Chairman  and  CEO, 
DDB  Needham  Worldwide,  sees  the  highway  as 
a  "Back  to  the  Future"  experience  for  marketers 
and  advertisers.  Before  TV,  he  notes,  the  con- 
sumer "set  the  appointment,"  deciding,  for 
instance,  whether  or  not  to  let  in  a  door-to-door 
salesman.  With  the  arrival  of  TV,  the  advertiser 
committed  what  Reinhard  calls  "an  unnatural 
act"  —  setting  the  appointment  himself  and 
coming  directly  into  the  consumer's  home  via 
commercial  breaks.  The  information  highway, 
Reinhard  says,  will  be  a  return  to  the  days  of  tra- 
ditional, personal  marketing,  where  the  cus- 
tomer decides  when  and  how  to  be  addressed. 
"With  the  new  interactive  technologies,  a  viewer 
will  have  the  potential  of  complete  control.  He 
may  receive  information  about  anything  he 
wants,  any  time  he  wants"  including  detailed 
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product  and  price  data,  from  the  comfort  of  his 
living  room  sofa.  He  also  may  choose  never  to 
receive  such  information. 


Ho  lore  Crash  Dommies 


Beyond  new  ways  to  reach  consumers,  the 
highway  offers  business  interactive  internal 
communication.  At  the  conference,  both 
Ameritech  and  Advantis  displayed  state-of-the- 
art  systems  to  permit  managers  in  multiple 
cities  to  link  their  voices,  faces,  spreadsheets, 
data,  and  images,  on  a  worldwide  basis, 
through  supercomputer-driven  digital  networks. 
One  conference  delegate  in  New  York  discussed 
a  pie  chart  with  an  Ameritech  employee  in 
Houston  and,  on-line,  made  adjustments  to  it 
which  appeared  simultaneously  on  both  their 
computer  screens. 

Sheryl  Handler,  Chairman  and  CEO  of 
Thinking  Machines  Corporation  says  the  super- 
computers —  the  smart  part  of  the  highway  — 
will  allow  "informational  tasks  to  replace  indus- 
trial tasks."  For  example,  the  old  crash-dummy 
type  of  test-car  collision  "involved  crashing  an 
old-fashioned  car  into  old-fashioned  brick  wall." 
"Now,"  she  explains,  "a  mathematical  car  hits 
a  mathematical  brick  wall,"  yielding  infinitely 
more  detailed  results,  and  distributing  the 
resultant  data  more  rapidly  and  in  a  more 
defined  manner. 

If  this  new  technology  promises  industry 
painless  car  crashes,  what's  in  store  for  home 
viewers?  Some  people  wonder  if  increasingly 
exciting  video  games  are  all  consumers  will 
see.  As  John  Heistand,  Senior  Vice-President 
of  Electronic  Arts,  asked,  "Will  Super  Mario 
Brothers  be  the  key  to  the  Information 
Superhighway?" 

While  heightened  video  games  are  a  given, 
traditional  TV  game  shows  will  continue  to 
become  two-way  affairs.  As  John  E.  Galmiche, 
III,  C.E.O.  of  Interactive  Systems,  pointed  out, 
"Interactive  Wheel  of  Fortune"  sold  200,000 
hand-held  TV  units  in  conjunction  with  200  sta- 
tions which  broadcast  the  program,  allowing 
viewers  at  home  to  play  along  with  in-studio  con- 
testants. The  company  also  markets  TV  Terrier, 
a  stuffed  toy  dog  with  an  electronic  sensor  that 
allows  it  to  interact  with  commands  embedded 
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in  several  videotapes  created  by  Hollywood 
ducers  Sid  and  Marty  Krofft.  Some  700,00( 
•units  will  land  on  store  shelves  this  Chnstm 

"A  viewer  with  10  channels  is  a  couch  p 
to,"  Jordi  Rey,  a  Spanish  interactive  TV  exec 
five,  recently  told  The  International  Journal  ( 
ITV.  "But  500  channels  will  have  him  lookinj 
more  like  mashed  potatoes,  interactive  tele 
sion  must  enhance,  not  dominate,  our  lives 
A  symposium  panelist  wondered  how  the  pi 
will  respond  to  interactive  soap  operas  who; 
plots  change  daily  according  to  viewer  feedt 

"We  stand  at  the  brink  of  television's  'th 
revolution'  —  programs  on  demand,"  says  I 
Hendricks,  Chairman  and  CEO  of  Discovery 
Communications.  Services  such  as  his  comi 
ny's  Your  Choice  TV  will  go  beyond  simple  br 
cast  and  cable  (the  last  two  TV  revolutions) ' 
the  viewer  a  tremendous  variety  of  choice  ar 
more  importantly,  close-to-complete  control  i 
viewing  options."  Hendricks  demonstrated  h| 
simple  hand-set  will  be  a  viewer's  ticket  to  a 
sonal  film  festival  of  movies  and  TV  shows  a 
able  a  la  carte,  at  the  viewer's  convenience. 
Individual  viewers  even  will  be  able  to  stop  a 
if  relatives  drop  by  and  resume  watching,  fro 
the  same  point  in  the  movie,  once  they  leaw 
Discovery  is  currently  testing  this  system  in 
West  Palm  Beach,  Florida. 


life  10  tlie  Commuoicatioo  fast  iaoe 


The  development  of  the  information  higl 
is  gaining  speed.  As  the  Business  Week  syr 
slum  ended,  the  Federal  Communications 
Commission  announced  an  auction  of  thou- 
sands of  new  licenses  to  provide  wireless  t( 
phone  and  computer  services.  The  FCC  expi 
to  generate  $10.2  billion  in  bids  and  spawn 
even  faster  development.  The  cellular  telepf 
networks  that  seemed  so  revolutionary  just 
few  years  ago  now  will  face  fresh  competitic 
as  new  players  enter  the  field. 

"It's  long  been  said  that  knowledge  is 
power,"  observed  Labor  Secretary  Robert  R( 
"Since  that's  more  true  than  ever  today,  thoi 
who  develop  new  and  better  ways  to  share  it 
mation  and  images  will  find  not  just  power  bi 
profits  -  and  that's  as  it  should  be." 


evelopments  to  Watc 
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IT  WILL  IT  REMEMBER  WHERE 
E  CAR  KEYS  ARE? 


Joseph  M.  Bugajsky 
quit  Ford  Motor  Co. 
in  1985  to  pursue  his 
dream  of  inventing  a 
computer  formula  that 
would  analyze  and  store 
data  the  same  way  the 
human  brain  does.  This 
September,  his  efforts 
paid  off  with  a  U.  S. 
patent  on  a  system  that 
spots  patterns  in  data 
and  compresses  the  data 
into  "memories."  These 
memories,  Bugajsky  says, 
'  up  op.ly  one-half  of  1%  of  the  original  space.  That  could 
;e  them  a  boon  to  banks,  libraries,  and  labor-ator'ies  flood- 
vith  data. 

he  key  to  Bugaj  sky's  software  for  supercomputers,  called 
ram,  is  that  it  not  only  finds  patterns  in  data  but  also  pat- 
s  within  the  patterns,  as  human  memory  does.  The  layers 
latterns  are  linked,  so  "recalling"  something  consists  of 
king  back  down  from  the  abstract  to  the  specific.  The 
inal  can  be  reconstructed  down  to  the  last  bit.  Bugajsky's 
pany,  Triada  Ltd.,  in  Ann  Arbor,  Mich.,  is  planning  tests 
1,  among  others,  NASA  and  the  National  Institutes  of  Health. 


)RPHINE-LIKE  DRUGS 
THOUTTHEADDiaiON 


ir  centuries,  medicine  has  relied  on  opiates  to  dull  pain. 
:Tie  problem:  Many  opiates  are  addictive  and  can  even  be 
al.  Researchers,  however,  are  beginning  to  unravel  how 
e  painkillers  react  with  brain-cell  receptors.  In  the  past 
•,  they  have  cloned  three  opioid  receptors— which  means 
millions  of  copies  can  now  be  made  for  lab  experiments  in 
lining  nonaddictive  painkillers. 

t  the  Society  for  Neuroscience's  annual  meeting  in  early 
ember,  scientists  discussed  how  to  create  drugs  that  kill 

by  binding  to  the  kappa  and  delta  receptors  but  steer 
r  of  the  troublesome  mu  receptor.  That's  the  one  that 
is  morphine,  codeine,  and  other  potentially  dangerous 
?s.  Creating  such  targeted  drugs  was  difficult  before 
ng  made  it  possible  to  study  the  receptors  separately.  The 
Its  have  attracted  interest  from  venture  capitalists.  One 
ninent  researcher,  Terry  D.  Reisine  of  the  University  of 
isylvania  School  of  Medicine,  predicts  that  there  will  be 

drugs  to  treat  addictions  within  two  to  three  years. 


niNG  COLD  CARS 
CLEAN  UP  THEIR  ACT 


uto  makers  are  racing  to  meet  California's  tough  emission- 
ireduction  regulations— which  other  states  may  soon 
)t— for  1994  model  cars.  One  good  way  to  meet  the  man- 
s  is  to  cut  the  release  of  hydrocarbons  during  the  first  two 
ites  after  an  engine  starts.  That's  when  most  engine  pol- 
■n  occurs,  because  the  catalytic  converter  is  too  cool  to 
k  pollutants  into  water  and  carbon  dioxide, 
ngelhard  Corj).  in  Iselin,  N.  J.,  has  a  new  system  that  cor- 


rals the  pollutants  until  the  converter  warms  up.  The  key  is  a 
metal  oxide  crystal  that  traps  polluting  hydrocarbons  until  the 
converter  heats  up  to  200C,  then  releases  them.  Hydrocarbons 
then  flow  back  through  the  catalytic  converter.  Unlike  other 
systems  that  are  being  considered  to  improve  catalytic  con- 
verters, this  one  is  passive;  no  valves  or  batteries  are  needed 
to  set  it  in  motion.  Engelhard  says  testing  will  be  completed 
within  18  months.  Eight  U.  S.,  European,  and  Japanese  com- 
panies are  working  with  Englehard  to  test  and  modify  the 
technology. 


MODERN-DAY  JOHNNY  APPLESEEDS 
FROM  CENTRAL  ASIA 


Bushels  of  perfect  Red  Delicious,  Empire,  and  Mutsu  apples 
come  at  a  price:  They're  iiroduced  using  chemical  pesti- 
cides. This  might  be  avoided  if  api)les  were  naturally  resistant 
to  fi'ost,  disease,  and  pests,  as  they  are  in  what's  thought  to  he 
their  l)irthplace— not  the  garden  of  Eden,  but  the  ancient 
forests  of  the  Tian  Shan  Mountains  that  separate  China  from 
the  former  Soviet  Union. 

This  fall.  Agricultural  Research  Service  scientist  Philij)  L. 
Forseline  led  American  and  Kazakh  scientists  through  the 
wild  apple  orchards  of  two  former  Soviet  republics— Kazakh- 
stan and  Kyrgyzstan— areas  long  off  limits  to  Western  scien- 
tists. Alma  Ta,  Kazakhstan's  capital,  is  literally  translated 
"Father  of  Apples."  The  wild  apple  trees  harbor  genes  re- 
sponsible for  resistance  that  Iweedei'S  can  plug  into  the  narrow 
genetic  base  of  modern,  cultivated  apples.  The  need  to  pre- 
serve the  wild  species  grows  as  new  weekend  homes  wipe 
them  out  and  domestic  apples  dilute  them  through  cross-pol- 
lination. Traveling  by  helicopter  and  foot  to  remote  areas, 
the  researchers  collected  18,000  seeds  i-epresenting  three  na- 
tive apples.  Almond,  pistachio,  walnut,  blackberry,  and  gi'ape 
seeds  were  also  collected.  Back  home,  breeders  are  planting 
the  seeds  in  hopes  of  finding  other  valuable  traits. 


NEW  PIZZAZZ  FOR 
HO-HUM  POLYMERS 


Since  T.  C.  "Mike" 
Chung  joined  Penn- 
sylvania State  University 
in  1989  as  a  pr'ofessor  of 
polymer  science,  the  for- 
mer Exxon  Corp.  re- 
searcher has  been  work- 
ing on  ways  to  use 
boron  to  add  muscle  to 
ho-hum  polymers  such 
as  polyethylene  and 
its  polyolefin  relatives. 
Boron,  he  says,  is  the 
one  element  that  can 
transform  polyolefins 
from  the  low-cost  choice  for  bread  bags  and  milk  jugs  to  a 
material  to  rival  such  engineering  plastics  as  polycarbonate. 

Adding  boron  to  the  chemical  stew  that  reacts  to  produce 
polymers,  he  explains,  can  yield  polyolefins  that  cling  to  car- 
bon- and  glass-fiber  reinforcements.  Normally,  polyolefins  slip 
off  such  fibei-s  like  water  off  a  duck's  back.  Other  methods  of 
making  "sticky"  polyolefins  usually  interfere  with  the  produc- 
tion of  the  raw  material  or  the  processing  of  the  polymer  into 
finished  products.  Chung's  research  is  funded  partly  by  Exxon 
and  Shell  Oil  Co.,  which  presumably  are  among  the  unnamed 
companies  investigating  the  technology's  commercial  potentials. 
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irS  CREATING  A  MASSIVE  SHUT  IN  GLOBAL  ECONOMIC  POWER 


To  fathom  the  magnitude  of  the 
changes  sweeping  East  Asia, 
drop  by  the  antique-filled  suite 
Nanoo  G.  Pamnani  occupies  on 
the  24th  floor  of  a  Singapore 
skyscraper.  In  the  late  1960s,  Pamnani 
began  his  career  with  Citibank  in  a  re- 
gion rocked  by  turmoil.  War  raged 
across  Indochina.  Destitute  China  was 
paralyzed  by  the  mass  terror  of  the  Cul- 
tural Revolution.  Malaysia  and  Indonesia 
were  torn  by  ethnic  bloodshed. 

Twenty-five  years  later,  the  urbane, 
Pakistan-born  art  connoisseur  directs 
Citi's  booming  Asian  private-banking 
business,  which  won't  handle  accounts 
smaller  than  SI  million.  His  list  of  clients 
illustrates  just  how  many  fortunes  are 
being  made:  There  are  ethnic  Chinese 
tycoons  from  Southeast  Asia  who  control 
multibillion-dollar  real  estate  empires, 
Hong  Kong  small  factory  owners  who 
have  made  fortunes  exporting,  and  even 
Taiwanese  taxi  drivers  who  hit  it  big 
in  the  stock  market.  In  the  past  four 
years,  the  number  of  Pamnani's  Asian 
clients  has  ciuadrupled,  to  8,000.  "The 
market  of  millionaires  is  growing  incred- 
ibly fast."  Pamnani  marvels. 

Wealth.  To  most  Asians  just  one  gen- 
eration ago,  it  meant  moving  to  the 
U.  S.— or  selling  natural  resotirces  to  -Ja- 
pan. But  now,  East  Asia  is  generating 
its  own  wealth  on  a  speed  and  scale 
that  probably  is  without  historical  prec- 
edent. The  number  of  non-Japanese 
Asian  multimillionaires  is  expected  to 


double  to  800.000  by  1996.  Years  of  ex- 
port surpluses,  combined  with  high  sav- 
ings rates  and  prudent  fiscal  policies, 
have  left  East  Asian  governments  with 
foreign  reserves  of  8250  billion,  triple 
those  of  Japan.  An  additional  S(i00  bOlion 
in  cash  reserves  is  on  the  balance  sheets 
of  the  region's  corporations.  And  many 
of  these  companies  are  still  growing  ex- 
ponentially. "In  10  years,"  says  Hong- 
kong Bank  corporate-lending  executive 
Clinton  Marshall,  "vou  will  be  looking 
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at  some  truly  gigantic  com] 

Under  way  is  nothing  less  thar.  a  i; 
sive  shift  in  the  global  economic  bal; 
of  power,  as  the  economies  of  East  . 
catch  up  with  Japan  and  the  West, 
emerging  pow-erhouse  combines  H 
Kong,  Taiwan,  and  China  with  the  1 
soming  economies  of  Southeast  Ai 
whose  business  classes  are  dominate< 
ethnic  Chinese.  Throw^  in  South  Kc 
and  gross  domestic  product  totals  $2 
lion.  East  Asia  will  surpass  Japan  in 
chasing  power  within  a  decade.  And 
savings  increasing  S.550  billion  annual! 
is  becoming  the  world's  biggest  sourc 
liquid  capital.  "In  Asia,"  says  01am  C 
pra\'at,  chief  executive  of  Siam  Comi 
cial  Bank,  "money  is  ever^'where." 
SUDDEN  IMPACT.  East  Asia's  rise 
sents  l)Oth  opportunities  and  challei 
to  the  West.  There  are  new  mar 
for  everything  from  Mercedes-Benz 
to  Motorola  mobile  phones  to  Fidt 
mutual  funds.  But  the  days  when  As 
depended  almost  exclusively  on  W 
ern  capital  are  over.  Business  leai 
who  have  finally  figured  out  Japan's 
retsu  now  need  to  understand  a  disi 
ti\'ely  Chinese  model,  w'here  tj'coons 
megadeals  in  a  flash  and  heads  of  s 
wheel  and  deal  like  CEOs.  Western  p< 
cians  must  learn  to  respond  to 
changes,  too.  President  Bill  Clinton 
taken  an  important  such  step  with 
summit  of  Asia-Pacific  leaders  tal 
place  in  Seattle  on  Nov.  20. 

The  political  ramifications  within  . 
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The  region's  huge 
explosion  of  wealth  is 
predominantly  in  the 
hands  of  powerful  ethnic 
Chinese  tycoons 
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THREE  TIGERS 

TAIPEI  TRAFFIC, 
SINGAPORE'S 
MOTOROLA  PLANT, 
HONG  KONG  CHARITY 
AUCTION:  EAST  ASIA 
IS  BECOMING  A 
HUGE  SOURCE  OF 
LIQUID  CAPITAL 


are  likely  to  be  just  as  profound.  Au- 
thoritarian rulers  from  Beijing  to  Jakar- 
ta l)elieve  that  an  increasingly  wealthy 
population  will  gladly  forgo  personal  lib- 
erties, but  the  new  middle  classes  have 
already  heljjed  oust  autocrats  in  Taiwan, 
Thailand,  and  South  Korea.  The  tycoons' 
penchant  for  insider  dealing  in  secre- 
tive networks  also  will  be  challenged  as 
middle  classes  and  modern  capital  mar- 
kets demand  greater  transparency. 

What  makes  East  Asia's  financial 
scene  so  remarkable  is  that  the  leap 
from  rags  to  riches  came  so  suddenly.  To 
find  the  neai'est  precedent,  you  need  to 
rewind  U.  S.  history  100  years  to  the 
days  before  strong  unions,  securities 
watchdogs,  and  antitrust  laws.  The  anal- 
ogy isn't  lost  on  Hong  Kong's  Gordon 
Y.  S.  Wu,  the  chief  of  property  and  infi'a- 
structure  giant  Hopewell  Holdings  Ltd. 
The  Princeton  University-educated  Wu 
likens  Asia's  leading  tycoons  to  the  "rob- 
ber baron.s"  who  built  America's  first 
railroad,  banking,  and  steel  empires. 

The  daunting  challenge  for  Asians  is 
to  learn  to  manage  this  money.  Many 
of  Asia's  streeis  aren't  even  paved  with 
concrete  yet,  much  less  gold.  The  slums 
of  Jakarta  and  Bangkok  make  some 
U.  S.  inner  cities  appear  middle-class. 
For  all  of  Asia's  immediate  riches,  its 
future  capital  needs  will  be  enormous. 


Over  the  next  decade,  the  region  must 
mol)ilize  more  than  $1  trillion  for  high- 
ways, telephone  lines,  and  ix)wer  plants. 
Billions  more  are  needed  to  build  capital- 
intensive  industries  such  as  microelec- 
tronics, steel,  and  petrochemicals. 

All  of  this  is  required  if  Asia  is  to 
complete  the  progression  fi'om  cheap-la- 
bor sweatshops  to  advanced  industrial- 
ized status.  China's  capital  needs  alone 
are  so  vast,  says  National  Taiwan  Uni- 
versity economist  Chi  Schive,  "that  it 
could  become  a  black  hole"  sucking  in 
the  region's  wealth.  So  East  Asia  must 
create  financial  and  capital  markets  that 
allow  it  to  funnel  its  wealth  into  buikling 
a  brighter  future  (page  110). 
"SILENT  REVOLUTION."  Wall  Street  is 
now  elbowing  its  way  in  on  Asia's  oppor- 
tunities. U.  S.  insurance,  pension,  and 
mutual  funds  are  eager  for  the  rich  re- 
turns offered  by  investing  in  Asian  pow- 
er plants,  telephone  systems,  and  prop- 
erty developments.  Morgan  Stanley, 
Goldman  Sachs,  and  GE  Capital,  among 
others,  are  amassing  direct-investment 
war  chests  and  underwriting  foreign 
l:)ond  offerings,  stealing  a  mai'ch  on  their 
plodding  Japanese  rivals  (page  112). 

But  foreigners  are  hardly  critical  to 
Asia's  success.  That's  because  Asians 
are  fast  accumulating  enough  wealth  to 
finance  most  of  its  development  needs 


internally.  While  governments  contr 
some  of  this  wealth,  far  more  is  in  pi 
vate  hands.  Most  passes  through  a  tyj 
of  financial  structure  outsiders  have  y' 
to  comprehend  fully.  The  system  r 
volves  around  ethnic  Chinese  power  br 
kers,  who  depend  on  their  dealmakir 
acumen  and  extensive  personal  ties 
regional  leaders  (map,  page  101).  As 
result,  their  business  groups  are  "lil 
giant  LBO  funds,"  says  John  S.  Wad 
worth  Jr.,  managing  director  of  Morg£ 
Stanley  Asia  Ltd.  While  extraordinari 
powerful,  the  network  has  no  form 
structure.  "It  has  no  head,  no  organiz 
tion,  no  politics,  no  boundaries,"  sa^ 
Peter  Kwong-ching  Woo,  chairman  ' 
Hong  Kong-based  Wharf  (Holdings)  Lt 

Billionaires  are  just  part  of  the  pi 
ture.  Indeed,  wealth  is  being  create 
across  a  large  base.  At  the  lowest  run. 
in  what  the  World  Bank  calls  a  "silei 
revolution,"  the  percentage  of  people  li 
ing  below  the  poverty  line  has  decrease 
from  33%  to  10%,  even  though  the  r 
gion's  population  has  ballooned  by  40 
since  1970.  Moreovei-,  the  ranks  of  tl 
middle  class  are  soaring.  The  number  < 
non-Japanese  Asian  households  earnir 
$18,00(3  annually  is  expected  to  increa; 
fourfold  to  75  million  by  the  year  200 

One  danger  is  that  much  of  th 
wealth  will  be  frittered  away  on  re 
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ate  boondoggles  or  lost  to  capital 
ht.  Governments  with  long  histories 
;orruption  also  may  mismanage  their 
les.  While  "red  capitalists"  in  South 
na  cruise  in  Lexuses  and  impress 
h  other  by  smashing  $200  bottles  of 
nac  at  the  banquet  table,  millions  of 
isants  still  live  in  poverty.  Acute 
blems  persist  even  in  the  richest  cap- 
s,  as  the  monstrous  traffic  snarls  of 
pei  and  Bangkok  testify.  And  though 
ional  banks  are  among  the  world's 
st  solid,  entrepreneurs  have  difficulty 
ting  loans. 

ifet  Asians  are  moving  forward.  To 
nnel  savings,  economic  planners  are 
Iding  securities  ex- 
nges,  bond  mar- 
s,  banking  systems, 
I  pension  systems, 
le  development  of 
ital  markets  will  be 
important  as  physi- 

infrastructure," 
s  Howard  Pollack, 
naging  director  of 
iman  Brothers  Asia 
i.'s  Hong  Kong  of- 

which  has  pio- 
!red  the  region's 
igon  bond"  market 
dollar-based  corpo- 
e  bonds. 


Making  the  great  leap  into  high  fi- 
nance is  now  a  top  priority  of  Beijing's 
reformers.  China's  banks,  which  have 
some  $2.3  trillion  in  deposits,  still  have 
loan  policies  dictated  by  the  government, 
which  makes  them  redirect  savings  into 
improfitable  state  industries.  With  few  le- 
gal financial  instruments  to  park  cash 
other  than  low-yielding  savings  deposits 
and  bonds,  local  governments  and  state 
companies  have  stashed  their  loot  in  real 
estate  or  siphoned  it  offshore  into  shad- 
owy Hong  Kong  comjianies. 
OBJECT  LESSONS.  Fearing  economic  prob- 
lems that  could  si>ark  social  unrest,  the 
Communist  Party  in  mid-November  ap- 


ANNUAL  SAVINGS 
ARE  MULTIPLYING. 


...AND  STOCK  MARKETS 
ARE  EXPLODING 
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pi'oved  di'amatic  refor'ms.  Last  summer, 
economic  czar  Zhu  Rongji  launched 
measures  to  stop  wasteful  lending.  Now, 
the  banking  system  is  undergoing  an 
overhaul  that  will  enable  l)anks  to  lend 
based  on  commercial  rather  than  politi- 
cal criteria.  The  fledgling  stock  exchang- 
es, where  market  capitalization  has 
grown  from  nothing  to  $32  billion  in 
two  years,  are  getting  a  Western-style 
regulatory  .system  and  hundreds  of  new 
listings.  China  also  is  introducing  a  sec- 
ondary l)ond  market  and  mutual  funds. 
As  it  dumps  central  planning,  Beijing 
can  pick  ideas  from  the  many  successful 
economic  models  in  the  region.  From 
Korea,  it  is  learning  how 
to  form  giant  heavy  in- 
dustrial combines.  From 
Hong  Kong,  it  is  learning 
the  art  of  the  deal.  But 
for  managing  wealth,  it  is 
looking  at  Singapore. 

That's  not  a  bad  idea. 
With  its  sleek  subway, 
dazzling  telecommunica- 
tions networks,  and  man- 
icured boulevards,  the 
city-state  of  2.3  million  is 
a  technocrat's  dream 
world.  It  has  foreign  re- 
serves of  at  least  $46  bil- 
lion and  many  more  bil- 
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lions  in  the  lialance  sheets  of  state-ron- 
trolled  blue  chips  such  as  Singapore  Air- 
hnes  Ltd.  and  Singapore  Telecom.  The 
state  finances  lavish  technology  parks 
and  even  a  $330  million  silicon-wafer 
fabrication  joint  venture  with  Texas  In- 
struments Inc.  And  rather  than  China's 
"Iron  Rice  Bowl"  of  cradle-to-grave  care 
for  workers,  Singapore  has  a  $31  billion 
compulsory  savings  program  that  helps 
Singapoi-eans  buy  their  own  homes  and 
collect  l)ig  l)enefits  when  they  reach  55. 
NO  CHEWING  GUM,  Singapore  is  hardly  a 
paradise.  Its  technocratic  elite  limits 
freedom  of  speech  and  intrudes  heavily 
into  the  lives  of  citizens,  banning 
everything  fi'om  chewing  gum  to 
Cosmopolitan  magazine.  Still,  the 
l)iggest  dilemma  for  Singapore 
is  how  to  invest  its  riches.  The 
government  can't  release  too 
much  of  its  stash  into  Singa- 
pore's economy  without  causing 
massive  inflation.  So  it  is  looking 
at  its  neighbors.  Together  with 
Indonesia's  Salim  Group,  the 
government  is  pouring  $3  billion 
into  industrial  parks  and  tour- 
ism complexes  in  Indonesia.  Sin- 
gapore is  also  charging  into  Chi- 
na. Led  by  big  government- 
linked  companies  such  as  Tema- 
sek  Holdings  and  Keppel  Corp., 
it  has  formed  a  $200  million  con- 
sortium to  develop  a  27-square- 
mile  site  in  Suzhou,  50  miles 
fi'om  Shanghai,  into  an  industiial 
zone.  If  Suzhou  succeeds,  says 
Finance  Minister  Richard  Hu, 
"we  could  replicate  it  elsewhere 
in  China  and  even  'Vietnam." 
Malaysia,  an  ethnic  hodge 


Taiwan's  $80  billipn  in  foreign  reserves, 
fearing  the  excess  licjuidity  would  fuel  in- 
flation. "We  have  enough  savings  to  fi- 
nance the  entire  plan,"  he  snaps.  "The 
cjuestion  is  how  you  get  at  it." 

Taiwan's  authoritarian  legacy  also  hin- 
ders the  management  of  its  wealth. 
While  the  government  has  been  a  re- 
gional leader  in  allowing  more  democra- 
cy, it  controls  the  biggest  banks,  which 
it  uses  to  reward  political  allies.  That 
means  l)anks  have  no  incentive  to  lend 
to  a  promising  computer  maker  over  a 
well-connected  property  developer.  "If 
we  privatized  the  government  banks, 


podge  of  Muslims,  Chinese,  and  Indians, 
is  also  proving  what  can  be  done 
through  wise  management  of  its  wealth. 
To  concjuer-  its  jungles  and  tie  together  a 
fai'-flung  nation,  Malaysia  requires  mas- 
sive capital  for  power  plants,  express- 
ways, and  airports.  But  it  has  minimal 
foreign  debt,  a  balanced  budget,  and  is 
cutting  taxes.  The  key:  an  aggressive 
but  orderly  privatization  drive,  some  of 
the  most  modern  bond  and  etjuity  mar- 
kets in  the  region,  and  a  ])rudently  man- 
aged $22  billion  fund  that  channels  work- 
ers' savings  into  infrastructure. 

Such  success  makes  other  Tigei's  envi- 
ous. Taiwan,  for  example,  is  in  dangei'  of 
bungling  the  management  of  its  consid- 
erable wealth.  The  country  has  .seen  its 
savings  rate,  which  peaked  at  40%  of 
GDF  in  the  mid-1980s,  fall  to  27%.  The 
government  has  also  fallen  short  of  its 
ambitious  goal  of  spending  some  $200 
billion  on  everything  from  subways  to 
nuclear  plants  over  the  next  decade. 
Central  Bank  Governor  Samuel  Shieh 
flares  up  at  suggestions  that  he  tap  into 


this  problem  wou 
appear,"  admits 


HONG  KONG 

LI  KA-SHING'S 
NETWORK  OF 
MAINLAND  ALLIES 
INCLUDES  CmC'S 
LARRY  YUNG  (RIGHT) 


d  dis- 
Chen 

Chi-Chu,  senior  vice- 
president  of  state-owned 
Intei"national  Commeirial 
Bank  of  China. 

Hong  Kong's  wide- 
open  financial  markets 
are  the  extreme  opposite  of  those  in 
Singapore  or  Taiwan,  and  that  has  made 
it  a  thriving  center  of  Chinese  capital- 
ism. Hong  Kong  is  where  red  capital- 
ists, property  barons,  and  Chinese  l)ig 
wheels  from  Southeast  Asia  intermin- 
gle to  foi'm  Asia's  greatest  concentra- 
tion of  wealth.  The  enclave  of  (i  million 
has  1,200  Rolls  Royces  and  property 
prices  fast  approaching  Tokyo  levels. 
Counting  government  and  corporate  re- 
serves, investment  property,  savings, 
and  consumers'  stock  holdings,  Citil)ank 
figures  that  $1  trillion  in  investal)le  cap- 
ital is  sitting  in  the  tiny  British  cokmy. 

Hong  Kong  may  look  dangerously  like 
Japan's  "bubble  economy"  of  the  late 
1980s.  But  imless  severe  political  uphea- 


val erupts  in  China,  Hong  Kong's  coi 
rate  sector  probably  won't  suffer  a  i 
jor  downturn.  Its  banks  have  some 
the  most  solid  capital  ratios  in  the  wo 
averaging  6%  to  9%.  And  its  developi 
airlines,  and  utilities  have  remarka 
little  debt,  tjqDically  no  more  than  20°/ 
equity.  "Almost  to  a  fault,  they  have 
come  debt- averse,"  says  John  M.  Mu 
hy.  Hong  Kong-based  managing  dii 
tor  of  UBS  Securities  Ltd. 

There  is,  of  course,  the  fear  that  ( 
na  will  become  a  Waterloo  for  As 
dealmakers,  deflating  East  As 
growth.  Since  Beijing  opened  Chii 
property  and  retail  sectors 
foreigners  last  year,  city  al 
cash-starved  city  has  been  giv 
overseas  Chinese  the  first  crj 
So  tycoons  from  Hong  Ko 
Taiwan,  and  elsewhere  are  st 
ing  claims  to  factories,  ini 
structure  projects,  and  ch( 
real  estate. 

HIGH  STAKES.  Chinese  officials 
so  eager  for  cash  that  they  o 
sweeteners— such  as  tax  holid 
and  easy  bank  loans.  Over 
Hong  Kong-based  investors  h 
signed  letters  of  intent  for  m 
than  $100  billion  in  mainland  { 
jects  in  the  past  three  years. 

But  what  makes  this  n 
dash  less  dangerous  thani 
might  seem  is  that  very  fewj 
vestors  are  committing  m([j 
than  10%  of  their  fortunes? 
China.  Take  Wharf  Holdina 
master  plan  for  the  sooty  inds 
trial  city  of  Wuhan  in  centi 
China.  Wharf  wants  to  develop 
container-shipping  terminal,  tiii 
10  square  miles  of  countrysfj 
into  an  industrial  park,  and  li^i 
u{»  the  drab  downtown  withjj 
office  tower.  But  Wharfs  actJ 
outlay  has  only  been  about 
million.  It  plans  to  build  just  ^jl 
the  3(j  berths  that  Wuhan  waib 
The  rest,  including  the  industil 
parks,  will  have  to  wait  until  thereii 
proven  demand.  Wuhan  officials  wi^ 
Wharf  to  move  faster,  but  Wharf  ChiS 
man  Peter  Woo  is  determined  not* 
get  in  over  his  head.  "Our  resouml 
aren't  unlimited,"  he  says. 

On  the  upside,  pioneers  such  K 
Wharf  could  hit  a  bonanza  if  eveii 
fraction  of  their  plans  pan  out.  Th 
is  an  acute  shortage  of  office  and  r( 
dential  space  in  China's  biggest  citi* 
which  are  growing  at  a  20%  annual  (| 
and  are  attracting  the  world's  biggil 
multinationals.  Merrill  Lynch,  GE  Capi^ 
and  others  are  courting  the  big  dd 
makers  to  get  a  piece  of  the  action.  , 
When  it  comes  to  bringing  in  psfi 
ners,  however,  the  most  lucrative  staljj 
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Human  Potential 


Driving  ine  len-yea 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
my  husband  gave  me  an  NEC  portable  phone, 
didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite^'^  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 
tutions.  In  homes  across 


,  trom 
ful  > 

/ 


the  country.  NEC  is  a 
part  of  people's  lives. 


TTalkj!> 


For  more  mjormation,  call  us  at  1-800-338-9549. 


lebrating  30  years  in  America, 


NEC 


will  stay  within  the  ethnic  Chinese  net- 
work. Tj-'coons  such  as  Sahm  Group's 
Liem  Sioe  Liong,  Kerry's  Robert  Kuok, 
and  Henderson  Land's  Lee  Shau-kee 
have  long  been  moving  funds  around 
the  region.  And  they  prefer  to  dive  in 
and  out  of  properties  and  corporate 
takeover  targets. 

A  $7  BILLION  PLAYER.  Nobody  plays  the 
game  much  Ijetter  than  Li  Ka-shing, 
who  is  estimated  by  bankers  to  be 
worth  up  to  $7  billion.  Five  years  ago, 
his  main  vehicles,  the  $2.7  billion  Hutch- 
ison Whampoa  Ltd.  and  property  giant 
Cheung  Kong  Holdings  Ltd.,  were  di- 
versifying in  the  West.  After  losing  big 
on  British  telecoms  and  Canada's  Husky 
Oil  Ltd.,  Li  exi)anded  his  network  to  in- 


ing  information  and  capital  quickly. 

To  get  into  the  loop,  insiders  spend 
years  cultivating  politicians  and  build- 
ing trust.  When  they  learn  of  an  oppor- 
tunity, they  give  friends  first  crack.  Fi- 
nancing for  a  $100  million  property  deal 
can  be  arranged  in  days,  with  personal 
trust  taking  precedence  over  due  dili- 
gence. One  needn't  be  Chinese  to  be  a 
player.  "But  to  be  a  part  of  it,"  says 
Wharfs  Woo,  "you  have  to  bring  some- 
thing to  the  talile  and  understand  how 
deals  are  done  here." 

The  ultimate  manifestation  of  this  Chi- 
nese network  is  New  China  Hongkong 
Group,  founded  earlier  this  year  with 
$65  million  in  capital.  Its  partners  are 
the  biggest  names  in  China  investments. 


elude  powerful  allies  in  the 
mainland,  teaming  up  with 
Beijing-controlled  Citic  Pacif- 
ic, Guangzhou  International 
Trust  &  Investment  Corp., 
state-run  steelmaker  Shou- 
gang  Corp.,  and  even  Deng 
Zhifang,  the  son  of  China's 
senior  leader  Deng  Xiaoping.  Recently, 
Li  has  helped  Shougang  take  over-  Hong 
Kong's  Tung  Wing  Steel,  Santai  Manu- 
facturing, and  Kader  International. 

The  concentration  of  so  much  finan- 
cial firepower  in  .so  few  hands  may 
seem  threatening,  especially  given  the 
tycoons'  reliance  on  secrecy  and  back- 
channel  dealings.  "But  the  networks 
also  serve  an  important  function,"  says 
University  of  Hong  Kong  management 
professor  S.  Gordon  Redding,  a  lead- 
ing authority  on  the  overseas  Chinese. 
In  a  region  where  capital  markets  are 
primitive,  financial  disclosure  is  thin, 
and  the  nile  of  law  is  often  weak,  inter- 
personal networks  are  critical  for  mov- 


SHANGHAI 

CHILDREN  PLAYING 
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GENERATION  MUST 
LEARN  SOPHISTICATED 
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including,  among  others,  Li, 
Riady,  the  Singapore  gov- 
ernment, Taiwan  Interna- 
tional Securities,  and  20 
mainland  companies  and 
ministries. 

Lining  up  the  investors 
was  easy,  says  founder  T.  T. 
Tsui,  who  sports  a  diamond-studded  gold 
watch  as  he  relaxes  amid  the  rare  Chi- 
nese porcelains  and  8th-century  terra- 
cotta figurines  lining  his  office.  "Nobody 
minds  having  a  little  more  fy«o«.rr— con- 
nections, that  is.  Tsui's  guauai  already 
has  brought  a  tlun-y  of  deals,  including  a 
military  jeep  factory,  an  $800  million 
highway  project,  and  a  joint  venture 
with  the  city  of  Beijing  to  reftirbish  and 
market  20  pre-Communist  estates. 

While  New  China  Hongkong  does  in- 
clude token  foreigners  such  as  Goldman 
Sachs,  such  organizations  suggest  to 
some  outsiders  that  the  loosely  knit  Chi- 
nese business  bloc  will  start  to  take  in- 
stitutional form  and  lock  out  foreigners. 


Yet  most  analysts  think  that's  unlike 
For  one  thing,  Chinese  tycoons  may 
up  when  particular  deals  are  in  th' 
interests.  But  unlike  the  Japanese,  th 
are  generally  tot)  headstrong  and  indiv 
ualistic  for  serious  collective  effor' 
Some  observers  argue  that  in  a  decal 
or  two,  mainland  officials  won't  nej 
the  overseas  Chinese  middlemen.  "T 
[mainland]  Chinese  are  going  to  Si 
'Why  did  we  give  away  half  our  city 
them?' "  says  Francis  Yeoh  Sock  Pii 
chairman  of  Malaysian  construction  co 
pany  YTL  Corp. 

RAW  POWER.  Indeed,  that  is  a  questi 
much  of  Asia  may  ask  once  the  gid 
ness  of  sudden  riches  fades  into  the 
ber  realities  of  Iniilding  advanced  ind 
trial  societies.  To  t 
future  middle-class  re 
dents  of  Guangzhou 
Shanghai,  the  tycoons  w 
built  fabulous  fortur 
through  political  fav 
and  inside  dealing  will  k 
more  and  more  like 
ber  barons  from  anotl 
era.  Men  like  Li  Ka-sh 
are  not  the  patient  ca 
talists  who  made 
heavy  investments  in  R 
that  produced  Sony,  Mc 
rola,  or  Siemens.  The 
i-retive  old-boy  netwoi 
won't  propel  Asia  on 
the  next  economic  leve 
The  great  hope  is  tl 
the  younger  generation 
cosmopolitan,  Weste 
trained  executives 
come  to  the  fore  to  bt 
world-class  manufactur 
conglomerates.  In  keep 
with  Asia's  po.stwar  economic  moc 
governments  will  be  involved  in  ki 
starting  strategic  industries  that  co 
grow  into  East  Asia's  General  Mot 
Corp.  or  Intel  Corp.  But  governm 
alone  won't  be  enough.  Asia  ne« 
maverick  visionaries— and  financial  in 
tutions  that  think  long  term— to  maki 
glol)ally  competitive.  It  may  not 
easy.  Witness  Taiwan's  humiliating  f 
ure  in  the  past  two  years  to  get 
corporate  elite  to  make  the  islam 
world  player  in  aerospace  by  agree 
to  mergers  with  McDonnell  Doug 
Corp.  or  British  Aerospace  PLC. 

Thus  the  most  critical  question  fac 
the  region  is  how  it  manages  its  ravi 
nancial  power.  Sticking  to  some  of 
models  that  got  them  this  far,  tech 
crats  will  continue  to  deploy  their  \ 
chests  of  reserves  into  R&D  cons 
tiums,  seed  capital  for  industries, 
even  strategic  alliances  with  West 
high-tech  giants.  They  will  contii 
with  prudent  financial  managem 
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You  have  to  promise 
youll  bring  it  backo 


THE  JAGUAR  DREAM  LEASE 

5T9*a  month/24  months 

2  9  5  0    DOWN    P  A  Y  M  E  N  T  /  $  3  5  2  9    CASH    DIE    AT  SIGNING 


Thanks  to  the  \E\^  Jagl  ar  Dream  Lease,  the  only  risk 
youTl  find  in  leasing  a  new  Jaguar  is  that  you  niav  never 
want  to  give  it  back. 

If  you  think  you  can  handle  that,  the  rest  is  easv. 

In  fact,  the  Dream  Lease  is  the  most  risk  free  lease 
available  today.  It  lasts  only  24  months,  so  there's  no 
long-term  commitment  on  your  part.  And  the  price  is 
just  $579  a  month*  and  comes  with  no  hidden  costs  and 
no  hidden  fees. 

Best  of  all.  it  also  comes  with  the  Dream  Guarantee- 


a  30-day  grace  period  in  which  you  can  return  your  new 
Jaguar  for  a  full  refund  of  your  money  if  vou"re  not 
completely  satisfied.** 

What's  more,  for  the  entire  length  of  the  lease,  you'll 
dri\e  with  the  confidence  of  our  bumper-to-bumper 
warranty  coverage  (up  to  50,000  miles)  and  the  peace 
of  mind  from  our  24-hour  roadside  assistance. t 

See  a  Jaguar  dealer  for  more  details  or  ys^— \ 
call  1-800-4-JAGUAR.  You'll  be  glad  '^^x:^ 
you  did.  We  promise.  JAGUAR 


ENIOY  TOMORROW,   BUCKLE  UP  TODAY 


or  qualified  lessees  through  Jaguar  Credit.  Take  retad  delivers  from  dealer  slock  by  December  il.  1993.  1994  Jaguar  XJ6  e.xample  baied  ori  S.52..iil)  MSRP.  including  trnn.^porlalion.  excluding 
■ensing.  registration  and  taxes.  24  monthly  payments  oj  S578.74  totaling  S13.889.76.  .Assumes  capitalized  cost  0/84.36%  oj  MSRP.  An  ^.ecurit)  deposit  required.  Uplmn  to  purchase  at  lease  end 
predetermined  residluil  value.  Closed-end  lease.  Lessee  is  responsible  jor  excess  wear  and  tear  and  $.15  per  mile  for  miles  in  e.xcess  of 30.000.  See  your  dealer  for  details.  Subjeit  to  credit  apprinal 
nd  insurability  as  determined  by  Jaguar  Credit.  Prices  vary  in  California  and  Hawaii.  **See  your  dealer  for  complete  details  on  the  Dream  Guarantee.  Linut  one  return  per  customer  per  i  ehicle. 

'tSee  your  dealer  for  a  copy  of  this  limited  warranly,  including  roadiide  assistance. 


techniques.  Bui  they  will  also  have  to 
make  sure  that  their  financial  systems 
mature  sufficiently  to  allow  Asia's 
wealth  to  move  out  beyond  a  narrow 
network  of  Chinese  tycoons  and  their 
friends  in  government.  Success  is  by 
no  means  assured  for  all  Asians.  A  cor- 
rupt oligarchy  reduced  the  Philippines 
from  one  of  the  region's  richest  nations 
30  years  ago  to  one  of  the  poorest  to- 
day. Now  China,  in  particular,  is  at  a 
crossroads.  Many  Communist  Party  of- 
ficials prefer  to  enrich  themselves  in 


secret  by  dealing  with  the  overseas 
Chinese  networks.  Beijing's  reformers, 
on  the  other  hand,  want  the  wealth  to 
be  in  the  hands  of  modern  capital 
markets. 

Asia's  winners  will  be  those  coun- 
tries that  harness  the  billions  generated 
by  shopkeepers,  small  manufacturers, 
and  white-collar  workers,  making  them 
the  driving  force  of  development.  That 
will  recjuire  more  efficient  and  transpar- 
ent capital  markets  that  funnel  wealth 
to  projects  and  ideas  that  build  a  fu- 


ture. The  Asians  who  master  the  cH 
lenge  of  managing  their  wealth  v] 
"have  embarked  on  a  permanent  pili 
for  development,"  says  Kv/ok  Kw^i 
Chuen,  chief  economist  at  Stands 
Chartered  Bank  in  Hong  Kong.  'A 
development  tends  to  feed  on  itse 
That  will  change  the  face  of  Asia 
the  world. 

By  Pete  Engardio  in  Hong  Kong,  u 
Joyce  Barnathan  in  Beijing  and  Willi 
Glasgall  in  Bangkok 

Special  Report  continues  on  page 


AN  ELDER  STATESMAN  SURVEYS  ASIA'S  FUTURE 


Lee  Kuan  Yeiv  is  no 
longer  Prime  Minis- 
ter of  Singapore,  but 
he  remains  one  of 
the  region's  elder 
statesmen  and  vi- 
sionaries. He  met  with  Hong  Kong 
correspondent  Pete  Enga)dio  to  talk 
about  Asia's  wealth. 

Q  .  Is  Singapore  a  model  for 
China? 

A  .  We  can't  be  a  model  for  China 
because  we  are  a  city-state  and 
they  are  a  large  agricultural  econ- 
omy. But  the  way  we  manage  our 
growth  with  a  certain  social  disci- 
pline and  low  incidence  of  crime 
appeals  to  them.  They  want  to 
achieve  what  we  have  accom- 
plished here,  like  a  very  high 
home-ownership  society  and  sub- 
stantial savings.  They  see  our  com- 
pulsory-savings mechanism  as  a 
valuaVjle  tool  for  getting  capital  to 
develop  their  infrastructure. 


Q  .  Will  state  intervention  continue  in 
A  s  ian  econom  ies  ? 

A.I  don't  think  it  is  likely  that  gov- 
ernments that  have  been  aljle  to  accel- 
erate their  economies  will  abstain  from 
intervention.  We  do  not  intervene  to 
act  contrary  to  free-market  forces.  All 
we  have  done  is  concentrate  certain 
resources  in  a  certain  direction  the 
market  is  already  moving  toward. 

Q  .  Do  you  believe  in  the  Chinese 
Century? 

A.I  believe  in  the  next  50  years  we 
will  see  the  emergence  of  a  thriving 
China.  That  doesn't  mean  it  will  be 
the  Chinese  Century.  I  think  Japan's 
per  capita  income  will  still  be  bigger 
than  China's.  And  China  is  not  the 


LEE  KUAN  YEW 

"YOU  ARE  TREATING 
CHINA  AS  IF  IT  WERE 
AN  AID-DEPENDENT 
THIRD  WORLD 
COUNTRY" 


same  as  the  Chinese 
diaspora  or  the 
overseas  Chinese. 
There  is  the  mo- 
mentary glow  of 
fraternity.  It  is  at 
this  stage,  when 
China  has  not  estab- 
lished clarity  and  transparency  of  law, 
that  the  Chinese  diaspora  can  play  a 
critical  role.  They  have  proved  that  if 
you  develop  guanxi  [connections],  you 
can  make  up  for  the  lack  of  rule  of 
law.  But  I  don't  think  there  will  be  a 
supranational  kinship  that  will  hold  the 
economic  loyalties  of  these  overseas 
groups  to  China.  In  20  or  30  years, 
when  China  has  its  economy  off  the 
ground  and  laws  and  systems  in  place, 
then  the  multinationals  of  Japan  and 
the  West  will  be  there  in  force. 

Q  .  Does  China  prefer  American  to 


Japanese  multinational  companie 

A  .  If  that  is  what  they  are  te 
ing  you,  then  the  Chinese  are  ha 
ing  the  same  experience  as  v 
have:  There  is  much  more  tran 
fer  of  skills,  management,  and  tec 
nology  with  American  multinatio 
als  than  with  the  Japanese.  The 
is  only  one  Singaporean  who  is 
managing  director  at  a  Japane 
multinational  here.  But  look 
American  multinationals,  and  the 
are  any  number  of  them.  I  thii 
[the  Japanese]  will  play  a  role.  B 
I  doubt  it  will  be  a  dominant  rol( 

Q  .  What  do  you  think  of  Washi? 
ton's  China  policy? 

A  .  Let's  put  it  this  way.  You  a 
treating  the  Russians  with  k 
gloves.  But  you  are  treating  Chii 
as  if  it  were  an  aid-dependent  Thi 
World  country.  Is  that  sensible? 

In  American  politics,  it  is  on 
in  a  crisis  like  Somalia  that  there 
a  concentration  of  minds.  Othe 
wise,  the  process  just  goes  mea 
dering  along,  sidetracked 
whipped  along  at  tremendous  pa 
by  the  media.  I'm  not  sure  the  CI 
nese  understand  the  sometim 
haphazard  way  of  making  decisioi 


Q  .  How  about  its  Asia  policy? 

A  .  I  am  greatly  encouraged  that  Pr( 
ident  Clinton  proposed  a  summit 
Seattle.  It's  a  plus  for  America  a; 
the  Asia-Pacific  countries. 

Q  .  Could  an  Asian  trade  bloc  exclu 
the  U.  S.  ? 

A  .  It  does  not  make  sense  to  cut  i 
America  when  it  is  the  largest  mark 
for  each  East  Asian  country.  Th 
would  slow  down  our  growth. 
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Fly  our  A340  to  Europe  from  New  York 
and  Atlanta.  Additional  service  from 
Boston,  Washington,  D.C.,  Dallas  and 
Houston  starting  soon. 


Welcome  to  the  next  level  of  luxury.  Lufthansa's 
four-engine  Airbus  A340.  We're  the  first  airline  in 
the  world  to  offer  it  to  you.  And  that's  not  surpnsing. 
After  all,  Lufthansa  has  one  of  the  newest  fleets 
in  the  air  Inspired  by  your  needs,  our  A340 
engineers  made  hundreds  of  refinements  to  the 
aircraft's  original  design.  So  you  can  enjoy  the 
features  you  requested  most.  Like  a  roomy  cabin, 
with  seats  designed  for  maximum  comfort. 
Each  no  more  than  one  seat  away  from  an  aisle. 
In  every  class.  Add  to  this  our  renowned 
international  service,  and  you've  got  a  travel 
experience  that  goes  beyond  your  expectations. 


A  passion  for  perfection.' 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


A  MILLIONAIRE 
A  MINUTE 


Investors  are  raking  it  in  as  Asia  builds  a  Wall  Street  East 


It's  a  few  minutes  be- 
fore noon  on  a  balmy 
fall  day  in  Bangkok's  fi- 
nancial district,  and  the 
lunch-hour  stock-players 
are  drifting  into  the  bus- 
tling main  branch  of  Dhana  Siam  Fi- 
nance &  Securities  Co.  As  Surin  Sakol- 
chai  listens  to  the  staccato  beat  of  an 
announcer  reading  out  stock  prices  to 
the  100  or  so  men  and  women  milling 
al)0ut  the  room,  he  breaks  into  a  broad 
grin.  A  lawyer  turned  investor  who 
stops  by  at  least  three  times  a  week  to 
trade  his  $200,000  portfolio,  Surin,  50, 
has  ample  reason  to  be  happy.  "I've  been 
in  the  stock  market  since  1987,  and  I've 
made  60%  a  year,"  he  says.  "That's  a 
good  return." 

Surin  is  hardly  the  only  investor  rak- 
ing it  in  as  Asia's  emerging  stock  mar- 
kets leapfrog  from  one  record  high  to 
another.  In  the  gritty  "miUionaire's  club" 
lounge  in  the  basement  of  Shanghai 
Shenyin  Securities  Co.'s  pink-tiled  head- 
quarters, factory  workers  and  cab  driv- 
ers jostle  for  a  chance  to  get  in  on 
takeover  rumors.  It's  much  the  same  in 
Hong  Kong,  where  the  clamor  for  new 
issues  from  mainland  China  seems  at 
times  to  drown  out  concerns  about  Bei- 
jing's 1997  takeover  of  the  colony. 
SAVING  BUNDLES.  But  more  than  specu- 
lation is  setting  Asia's  bourses  on  fire. 
There's  a  fundamental  financial  change: 
A  capital-market  revolution  is  sweeping 
through  Asia.  It's  a  change  born  of  ne- 
cessity. Asia  boasts  solid  economic 
growth  and  some  of  the  world's  highest 
savings  rates— 40%  of  gross  national 
product  in  China  alone.  But  it  hasn't 


been  easy  to  channel  those  savings 
through  the  region's  cumbersome  finan- 
cial systems.  So  technocrats  in  country 
after  country  are  modernizing  stock 
markets,  creating  bond  and  futures  mar- 
kets, launching  insurance  industries,  and 
pushing  sleepy  banking  giants  into  glo- 
bal competition. 

BoiTowing  fi'om  the  U.  S.,  Europe,  .Ja- 
pan, and  Korea,  they  have  one  major 
goal:  to  develop  institutions  and  bourses 
that  can  harness  Asia's— and  the 
world's— cash  to  make  the  huge  invest- 
ments that  lie  just  ahead.  "Mobilizing 
savings  is  a  significant  challenge  for 
countries  across  Asia,"  says  Richard  W. 
Mounce,  general  manager  for  Chase 
Manhattan  Bank  in  Hong  Kong.  "Their 
appetite  for  capital  is  voracious." 


Asia's  capital  markets  won't  roni 
resemble  their  sleek  Western  coii 
overnight.  Technocrats  promotiiiLi:  i 
ern  financial  technicjues  will  have  id 
front  ancient  traditions  of  old-bdv 
works,  secret  dealings,  and  inl' 
corruption.   And   as   they   ha\  c  I 
decades,  governments  will  continu 
use  markets  to  help  guide  caiiita' 
ward  high-priority  industries. 
HEFTY  PUNCH.  These  issues  may  bed 
less  important  as  years  pass,  howc 
.Just  as  America  discovered  more  tli: 
century  ago,  a  relatively  primiti\ 
nancial  superstructure  can  still  flciixi 
hefty  punch  in  an  economy  that  i 
the  way  up.  For  some  investors  in  . 
that's  already  becoming  apparent.  Aj 
ican  International  Group  Inc.  (AIG)J 
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CHINA 

Despite  a  crackdown 
on  speculation,  the  flood  of  new 
stock  issues  continues.  Banking 
reforms  will  allow  lenders  to 
focus  on  business  and  consumer 
credit.  By  1994  or  1995, 
Beijing  is  expected  to  allow 
foreign  banks  to  issue  credit 
cards  and  compete  for  local 
loans  and  deposits. 


(r  % 


HONG  KONG 

Ignoring  concerns 
over  China's  1 997  takeover, 
foreign  investors  are  pouring 
billions  into  local  blue  chips 
likely  to  thrive  on  mainland 
growth.  Also  becoming  center 
for  emerging  "dragon  bond" 
market,  allowing  Asian 
borrowers  to  raise  funds  from 
investors  throughout  the  region. 


INDONESIA 

Jakarta  stocks  staging 
a  torrid  comeback  as  reg 
ease  three-year-long  mor 
squeeze.  After  establishir 
market  regulator  modelei 
U.S.  Securities  &  Exchanc 
Commission,  government 
to  widen  shareholding  b) 
foreigners.  But  banking  s\ 
remains  mired  in  bod  deb 
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jraiice  giant  that  has  been  active  in 
region  for  more  than  70  yeai's,  has 
ned  50%  a  year  since  1989  on  its  $200 
lion  worth  of  investments  in  midsize 
an  manufacturers,  utilities,  and  other 
ipanies.  So  now.  Aid  is  in  the  pro- 
5  of  asseml)ling  a  $5(X)  million  fimd  to 
est  in  infrastructure  projects.  "We 
tremendous  opportunities,"  says  Ce- 
C.  Zalamea,  president  of  AIG  Invest- 
nt  Corp.  (Asia). 

n  fact,  Asia's  drive  to  harness  its 


iNGHAI 

:hange  is  bustling 
dy,  some  10  million 
[  own  stock 


A  JAKARTA 

INDONESIA  HAS  PRIVATIZED 
THE  STOCK  MARKET  AND 
DEREGULATED  BANKING 


unting  wealth  is  already  creating  a 
zard  of  new  funds,  securities,  instru- 
nts,  techniques,  and— perhaps  most 
ably— institutions  to  invest  Asia's 
h.  The  footprints  of  Wall  Street's  Sal- 
Dn  Brothers  Inc.  and  Tokyo's  Nomui'a 
lurities  Co.  can  be  found  across  Asia. 
.  Hong  Kong's  Peregi-ine  Investments, 
igkok's  Finance  One,  and  other  in- 
enous  newcomers  to  Asia's  financial 
ustry  are  showing  the  world  that 
a  is  certainly  able  to  manage  its  own 
ley,  too.  Peregiine's  $1  billion  in  cap- 
,  for  example,  approaches  the  sum 
11  Street  giant  cs  First  Boston  has 
issed.  "They  have  ambition,"  says 
rrill  Lynch  Executive  Vice-President 
ithrop  H.  Smith  Jr.  "They  talk  al)out 
ig  the  Merrill  Lynch  of  Asia." 


The  region  certainly  offer's  enough 
business  to  support  more  than  one  Mer- 
rill. Take  Shanghai.  With  trading  vol- 
ume approaching  $700  million  a  day  on 
the  port  city's  three-year-old  stock  mar- 
ket, everything  from  smoke-belching 
chemical  complexes  to  taxi  fleets  is  go- 
ing public.  "We  want  to  turn  Shanghai 
into  a  national  and  international  financial 
center,"  says  Shanghai  Shenyin  General 
Manager  Kan  Zhidong  as  he  lights  up  a 
filter-tip  Hongtashan  cigarette. 

Kan  is  getting  plenty  of 
help  from  Beijing,  where 
Zhu  Rongji,  the  vice-pre- 
mier and  People's  Bank  of 
China  governor— and  for- 
mer Shanghai  mayor— is 
pushing  through  a  wide  ar- 
ray of  financial  and  fiscal 
i-eforms.  So  popular  is  Zhu 
with  the  management  of 
newly  listed  companies  that 
one  of  his  aphorisms— 
"strict  management  is  es- 
sential"—decorates  the  mar- 
ble lobby  of  one  of  his 
hometown's  hottest  public 
companies,  Shanghai  Da- 
zhong  Taxi  Co.  It  raised 
$22.4  million  in  September 
on  the  stock  market.  The 
funds  helped  Dazhong  buy 
700  locally  made  red  Volks- 
wagens, and  go  into  ren- 
tals in  a  joint  venture  with  Hertz  Corp. 

Given  the  remarkable  ability  of  a 
company  as  mundane  as  a  taxi  fleet  to 
raise  capital  by  selling  stock,  it's  no  sur- 
prise that  Chairman  Yang  Guoping  en- 
courages his  work  force  to  invest  in  ecj- 
uities.  "I  have  800  shares,  and  the 
majority  of  our  drivers  purchase  shares, 
too,"  says  Yang,  who  occasionally  climbs 
behind  the  wheel  himself.  So  far,  the 
boss  and  his  drivers  have  profited  hanrl- 
somely.  Like  most  Chinese  public  comj^a- 
nies,  Dazhong  has  issued  "A"  shares, 
which  are  only  for  Chinese  investors, 
and  "B"  shares,  intended  largely  for  for- 
eigners. Since  1992,  the  A  shares  have 
tripled  in  price,  while  the  B  shares, 
whose  market  is  more  limited,  have 
climbed  50%. 


Chinese  officials  want  to  see  -comija- 
nies  across  the  country  list  shares  to 
help  spread  the  new  financial  wealth  far 
fi'om  the  markets  of  Shanghai  and  Shen- 
zhen. "We're  still  smaller  than  the  New 
York  Stock  Exchange,"  says  Wang  Bo- 
ming,  executive  vice-president  of  the 
Stock  Exchange  Executive  Council.  "But 
we're  getting  there." 
POINT-BLANK  REFUSAL.  To  be  sure,  Chi- 
nese and  other  Asian  bourses  still  have 
a  long  way  to  go  before  they  meet  those 
Western  standards  of  regulation  and  dis- 
closure. Cozy  dealings  character-ize  most 
of  the  region's  markets.  The  $295  million 
sale  of  stock  in  Jakaita  last  summer  by 
Indonesia's  PT  Barito  Pacific  Timber',  for 
example,  was  dogged  by  the  plywood 
manufacturer-'s  r'efusal  to  discuss  its  ex- 
tensive business  ties  with  the  family  of 
President  Suharto. 

Asian  regulators  are  aware  that  their 
markets  may  never  fully  adopt  U.  S.- 
style  diselosur-e  rules.  But  even  if  the 
markets  never  go  that  far,  sheer  profit 
opportunities  are  certain  to  keep  dr-aw- 
ing  in  money.  With  Asian  interest  rates 
falling,  dozens  of  corporations  and  gov- 
ernments ar'e  enei'gizing  local  bond  mar'- 
kets  as  they  flock  to  sell  debt.  Potential- 
ly even  more  significant  is  the  blos- 
soming of  the  "dragon  bond"  market 
across  Asia.  A  Hong  Kong  offshoot  of 
the  London-based  Eur-oljond  mar'ket,  the 
dragon  mar'ket  is  fast  becoming  the  pi'e- 
eminent  way  to  link  Asian  investors 
with  local  and  multinational  issuers 
wanting"  to  tap  the  region's  deep  pock- 
ets. Says  Michael  C.  Kwee,  pr-esident  of 
R'udential  Asset  Management  Asia  Ltd.: 
"Investors  are  saying,  'I  want  Asia.'" 

Such  calls  are  likely  to  grow  even 
more  frecjuent  in  coming  years.  Putting 
financial  markets  to  work  is  becoming 
job  No.  1  for  Asia.  Doing  so  will  I'eciuire 
melding  its  old-boy  capitalism  and  Wall 
Sti'eet  knowhow  into  a  new  network  of 
mar-kets  with  a  style  and  substance  all 
their  own.  With  trillions  of  dollars  of 
Asian  savings  at  stake,  the  payoff  could 
be  staggering. 

Bji  William  Gkisgall  in  Shanghai,  with 
Pete  Engardio  in  Kuala  Lumpur  and 
Joyce  Bamathan  in  Beijing 


YSIA  fil^l 

3wth,  low 
,  and  privatization  ore 
Kuala  Lunnpur  stock 
lopping.  After  unload- 
5S  in  electricity  and 
lonopolies,  government 
sell  shares  in  oil  and 
npanies.  Corporate 
jrket  is  growing; 
ion  already  sold. 


SINGAPORE 

Local  investors, 
allowed  to  use  state  pension- 
fund  balances  to  buy  stocks  for 
first  time,  get  $2.7  billion 
privatization  of  Singapore 
Telecom  off  to  rousing  start  and 
give  equity  market  shot  in  the 
arm.  Government  hopes  to  sell 
electricity,  subway,  and 
chemical  interests. 


TAIWAN 

Equities  awoken 
from  long  swoon  as  government 
begins  opening  Taipei  stock 
market  to  greater  foreign  invest- 
ment. State  plans  $  1.1  billion 
sale  of  stock  in  China  Steel 
Corp.  and  will  list  its  shares  in 
New  York.  Government  also 
making  it  easier  for  companies 
to  raise  cosh  overseas. 


THAILAND 

interest  rotes  and  the 
upcoming  sole  of  shares  in 
Telcom  Asia,  with  contract  to 
odd  2  million  phone  lines  in 
Thailand,  are  spicing  up 
Bangkok  stock  market.  Middle 
class  investors  are  piling  into 
U.S. -style  mutual  funds.  Surging 
corporate-bond  sales  ore 
creating  a  hot  debt  market. 
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OUTFLANKED 
IN  ASIA? 


Japan's  financiers  are  lagging  in  the  hottest  markets 


As  head  of  Sakura  Bank 
Ltd.'s  Asia  division,  Ma- 
sao  Umemura  slioukl  be 
a  happy  man.  After  all, 
the  liank's  lending  in  the 
region  is  exj^ected  to  rise 
by  more  than  10%  this  year.  But  Umemu- 
ra is  fiTistrated.  While  Asian  capital  mar- 
kets are  going  into  orbit,  Sakura— like 
nearly  all  Japanese  financial  institutions- 
still  is  on  the  launching  pad  when  it 
comes  to  undei'wi'iting  the  new  flurry  of 
Asian  stocks  and  Ijonds.  "Oh,  yes,  we're 
anxious,"  says  Umemura.  "We  want  to 
be  a  major  player— and  soon.  We're  think- 
ing very  hard  about  how  to  do  it." 

A  funny  thing  is  happening  on  the 
way  to  Asia's  financial  revolution:  The 
Japanese  are  bringing  up  the  reai'.  Al 
though  strong  in  traditional  businesses, 
Japan's  innate  conservatism  combined 
with  a  slowdown  at  home  are  holding  its 
financial  groups  l)ack  from  the  hottest 
action  in  Asia's  go-go  markets.  Schooled 
mainly  in  Japan's  overregulated  system, 
many  Japanese  are  simply  outflanked  by 
savvy  U.  S.  and  European  rivals.  Others 
are  wary  of  the  durability  of  Asia's  hcmn 
and  see  the  over'ly  aggr'essive  Americans 
as  "financial  cowboys." 

But  Japan's  reticence  in  the  region 
suggests  that,  despite  fears  in  Asia  and 
the  West,  there's  no  "yen  l)loc"  in  the 
making.  In  fact,  it  is  the  Westerners  who 
are  heli)ing  draft  the  rules  of  the  region's 
ca])ital  markets— and  who  are  doubling 
and  tripling  their  staffs  and  committing 
hundreds  of  millions  of  dollars  to  inno- 
vative financing  techniques.  With  Japan 
preoccupied  with  refloating  a  badly  shak- 
en financial  system,  the  concept  of  a  yen 
bloc  "is  dead,"  says  Hamish  McLeod, 
Hong  Kong's  Financial  Secretary.  "The 
dollai-  is  the  inlcn-national  currency." 
DOGGED  YANKS.  .lapanese  weaknesses 
show  thi'ough  even  in  areas  of  strength. 
They  are  still  major  lenders  to  l)ig  in- 
frastructure projects,  and  that  brings  in 
margins  of  2%  or  more,  compared  with 
1%  on  commercial  lending  and  fees.  But 
Japanese  bankers  don't  stray  far  fi'om 
the  track  mapped  by  their  big  clients: 
Some  80%  of  project-financing  deals  in- 
volve a  Japanese  con.stinction  compan.\-  or 
supplier  in  a  key  i-ole. 

Americans,  by  contrast,  are  l)eating 
down  the  doors  of  potential  customers. 


The  managing  director  of  a  major  Hong 
Kong  developer  says  executives  from 
(ioldman  Sachs,  Morgan  Stiuiley,  and  Sal- 
omon Brothers  are  swamping  him  with 
fund-raising  proposals.  "So  they  get  the 
deals  and  then  hive  off  small  positions  to 
the  Japanese,"  he  says.  "But  the  Japanese 
don't  get  the  fees.  They  are  pretty  slow 
off  the  mark." 

The  Japanese  are  clearly  uncomfort- 
ai)le  with  the  complex  deals  currently 


like  Lehman  and  Goldman  to  invest  ti 
money,"  says  Rikio  Takezawa,  manaiii 
director  of  Sanwa  International  Finn; 
Ltd.  in  Hong  Kong.  "We  have  had  m  ^ 
al  years  of  terrible  experience  in  tlic  i 
uities  market."  Japanese  investoi-- 
are  licking  the  wounds  inflicted  b\ 
stock  market  crash  since  1990. 
RELATIONSHIPS.  Of  course,  the  Japan 
can  never  be  counted  out.  For  one  tli 
Japanese  manufacturers  still  are  cxp;' 
ing  in  Asia,  as  cheaper  labor  beckons 
the  strong  yen  forces  them  to  mox  c  \> 
tluction  abroad,  as  Toyota  Motor  (  '< 
jjlans  to  do  in  Thailand.  Tliat  alone  w  il 
good  business,  what  with  parts  mal^; 
hot  on  the  trail  of  their  affiliates'  A 
factories  and  all  needing  capital  a-  i 
grow.  And  as  the  large.st  aid  prov  iik 
the  region,  Japan  has  tremendous  d, 
with  governments  across  the  region.  S\ 
Will  Clark,  head  of  Citibank's  Global 


sweeping  Asia.  Take  the  $392 
million  bond  issue  for 
Malaysia's  north-to-south  ex- 
pi'essway,  which  was  led  by 
London-based  Morgan  Gren- 
fell  Group  PLC.  To  fund  the 
project,  one  of  the  biggest  of 
its  kind  in  the  world  at  the 
moment,  Morgan  (irenfell  sold  the  issue 
to  local  Malaysian  investors  liy  attaching 
an  ecjuity  sweetener'.  The  Japanese  aren't 
even  trying  to  do  such  deals.  "In  local 
mai'kets,  [the  Japanese]  are  very  unso- 
phisticated," says  Stephen  N.  Edwards, 
manager  of  Morgan  Grenfell  (Asia)  Ltd.'s 
Singapor'e  office.  "They  ai'en't  even  com- 
peting for  advisory  services." 

It  isn't  just  American  salesmanship 
that  has  the  U.  S.  leading  the  charge  into 
Asia.  American  financiers  can  tap  the 
billicms  of  dollars  of  U.  S.  institutional 
money  that's  looking  for  good  returns. 
"It's  a  big  opportuiiity  for  U.  S.  companies 


HONG  KONG 

JAPANESE  BANKERS 
IN  HONG  KONG 
HARBOR:  RACING  TO 
CATCH  UP  WITH 
WESTERN  FINANCIERS 


set  Management  in  S\(li; 
"The  Japane.se  want  to  in- 
sure they  can  at  lea--;  u 
trol  their  own  trading  M<. 

Will  Japanese  banl;^  i-r 
roaring  back  in  a  few  yo- 
when  Japan's  bm'st  ljubbi 

  a  dimmer  memory  ami 

backload  of  bad  debts  is  gone?  Ma' 
They  could  learn  fi'om  the  mistal  ■ 
Western  financiers  and  take  advaiuai', 
their  own  steady  relationship-bmlJ  , 
But  if  the  bet  on  Asia  pays  off,  tin  .1; 
nese  could  find  themselves  perniaii 
outsiders  in  the  business  of  mana,i.i 
the  region's  wealth  explosion. 

By  Larry  Holyoke  in  Jctkarki,  with  L 
Lindorjf  in  Hung  Kong,  and  Pete  Enga 
in  Singapore 


For  information  on  reprints  of  this  Special  Report 
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Business  Week  Reprints,  P  O.  Box  457,  Higfitstown, 
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CRIME  I 


FROM  POVERTY  WARRIOR 
TO  CRIME  FIGHTER 


Peter  Edelman  is  helping  to  mount  Clinton's  attack  on  violence 


As  a  younK  aide  to  Senator  Roli- 
ert  F.  Kennedy  in  the  196()s,  Pe- 
tei-  B.  Edelman  transformed  the 
shame  of  America's  hidden  poor  into 
searing  images  that  ciaptured  the  na- 
tion's attention.  Hearings  he  organized 
showed  that  amid  the  country's  plenty, 
there  were  black  children  in  Mississippi 
with  bloated  bellies,  whites  barely  sur- 
viving in  Appalachia,  and  desperate  in- 
habitants of  inner-city  ghettoes.  Partly 
as  a  result,  the  Johnson  Administration 
launched  its  sweeping  Wai'  on  Poverty. 

Now  back  in  government  as  counseloi' 
to  Health  &  Human  Ser- 
vices Secretary  Donna 
E.  Shalala,  Edelman  is 
preparing  to  battle  an- 
other massive  social  ill: 
crime.  As  co-chair'  of  the 
White  House  Interagen- 
cy Group  on  Violence, 
the  55-year-old  is  a  chief 
architect  of  a  new— and 
little-publicized— phase  in 
the  Clinton  Administra- 
tion's anticrime  agenda 
tai'geting  the  roots  of  vi- 
olence. That's  a  sharp 
contrast  to  the  get- 
tough.  White  House- 
backed  crime  legislation 
working  its  way  through 
Congress.  "We  can't 
build  enough  prisons  in 
the  world  to  incarcerate 
criminals  if  we  do  noth- 
ing to  ])i-event  violence 
in  the  first  place,"  P]del- 
man  says. 

But  the  1990s  are  far 
different  from  the  19(3()s. 
The  group's  recommen- 
dations—due at  the 
White  House  by  year- 
end— may  echo  the  Great 
Society  in  showcasing 
"model  cities"  as  exam- 
ples of  grass-roots  efforts 
to  fight  crime.  This  time 
around,  however,  Edel- 
man and  other  Washing- 
ton liberals  don't  have 
billions  to  lavish  on  |)ro- 
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jects— and  are  far  fi'om  sure  that  throw- 
ing big  bucks  at  poverty  is  the  answer. 
Instead,  they're  expected  to  help  families 
and  communities  tailor  their  own  solu- 
tions. The  group  also  will  help  commu- 
nities tap  federal  funds  by  cutting  red 
tape.  "In  the  'HOs,  there  was  more  of  a 
l)elief  that  the  federal  government  could 
discover  a  major  cure  if  we  could  just 
enact  more  federal  programs,"  Edelman 
says.  "Now  we  understand  it's  more 
three-dimensional." 

The  task  force's  appi'oach  marks  a 
new  direction  for  Edelman,  a  longtime 


HACKING  AT  THE  ROOTS  OF  CRIME 


Besides  punishing  wrongdoers,  the  White  House  Interagency  Group  on 
Violence  wants  to  attack  the  social  problems  that  breed  crime.  Here's  how: 

SAIE  SCHOOLS  The  Education  Dept.  aims  to  make  schools  a  refuge  from 
violence  by  Funding  after-school  and  training  programs.  A  proposed  law 
would  provide  violence  counseling  and  metal  detectors  for  schools. 

JOB  TRAINING  The  Labor  Dept.  seeks  to  give  disadvantaged  youths  a 
foothold  in  the  job  market  through  such  programs  as  Job  Corps,  which 
provides  job  and  academic  training.  Youth  Fair  Chance  offers  sports,  ' 
teen-parenting  classes,  and  other  activities. 

SECURE  COMMUNITIES  The  Housing  &  Urban  Development  Dept.  sup- 
ports the  development  of  safe  neighborhoods  through  enterprise  zones 
that  give  businesses  incentives  to  locate  in  low-income  areas. 

......  .....,i^..^.....^^........^  jmmm   .a.,.....,.. 


liberal  crusader.  The  husband  of  C| 
dren's  Defense  Fund  founder  and  Hill} 
Rodham  Clinton  chum  Marian  Wri.j 
Edelman,  he  served  as  director  of  ji 
New  York  State  Division  of  Youth  i 
as  University  of  Massachusetts  vice-pa 
ident  in  the  1970s.  He  launched  a  pov| 
ty  clinic  while  teaching  at  GeorgetrJ 
University  Law  School  in  the  198()s, 
was  on  the  tioards  of  numerous  lil 
advocacy  groups,  such  as  the  Centei'te 
Cf)nmiunity  Change  and  Common  Cai 
Edelman's  group  is  certain  to  spi? 
controversy  despite  its  restrained  titf 
Moderate  New  Democrats  worry 
Edelman's  true  liberal  colors  will  { 
vail— opening  the  Administration  uf 
attacks  that  it's  soft  on  crime.  "If 
look  at  who's  in  charge,  it  makes 
nervous,"  says  one.  Traditional  libe: 
fear  the  virtually  penniless  task  fc 
will  1)0  little  more  than  window-dress 
Republicans,  meantime,  hope  the 
ministration's  lil:)eral  elements  will  ca 
it  to  self-destruct.  "I  don't  want  to 
courage  them,  so  that  the  public 
express  their  reaction  in  1996,"  says  I 
J.  McNulty,  executive 
rector  of  a  conservai 
anticrime  coalition 
TOP  PRIORITY.  For  n 
the  task  force  has  b; 
ing  fi-om  the  Oval  Ofl 
Clinton  is  expected  tc 
elude   proposals  fi 
Edelman's  group  in 
State  of  the  Union 
dress.  In  a  speech  to 
rican  American  mi 
,  ters  in  Memphis  on  P 
^  13,  Clinton  veered  a\ 

f  \  fi'om  his  call  for  m 

iflii  co{)s  and  gun  control, 
stead,  he  urged  the  $ 
ei'nment,  businesses- 
families  to  combat 
lence  from  the  gro 
up.  "We  will  give  tli 
children  a  future,"  C 
ton  said.  "We  will  d 
together  bv  the  grac 
God." 

The  idea  for  the  t 
force  surfaced  when 
torney  General  Ja 
Reno,  an  outspoken 
dren's  crusader, 
with     other  Cabi 
chiefs     this  sumi 
about  America's  yoi 
Soon  after,  Edelman 
his  co-chairs,  Deputy 
torney  General  Phili] 
Heymann  and  Dep 
Education  Secret 
Madeline    M.  Ku: 
formed  a  seven-age 
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pup.  It  is  made  up  of  their  depart- 
Bnts  and  Labor,  Aj^riculture,  Housing 
Urban  Development,  and  the  Office  of 
itional  Drug  Control  Policy.  Their  goal: 
come  up  with  solutions  to  the  vio- 
[ice  pervading  American  life,  from  do- 
Bstic  relations  and  jjublic  housing  to 
hools.  "You  can't  deal  with  anything 
se  without  dealing  with  violence  first," 
ys  Heymann. 

Although  the  gi'oup  is  unlikely  to  get 
ts  of  new  money,  it  will  encourage 
tnmunities  to  tap  into  new  Administra- 
m  initiatives,  such  as  health  care, 
lile  piggybacking  on  such  existing  fed- 
al  ijrograms  as  enterprise  zones  (ta- 
Part  of  the  strategy  is  to  encourage 
ia.\  partnerships  that  can  be  replicated 
tionwide.  Cities  chosen  to  serve  as 
jdels  include  Denver,  Omaha,  Wash- 
jton,  and  possibly  Atlanta. 
LF  HEtP.  The  Omaha  Housing  Author- 
''s  program  is  one  prototype.  For  the 
St  seven  years,  the  OHA  has  offered 
e-stop  shopping  for  the  15,000  resi- 
nts  in  its  public  and  subsidized  hous- 
j.  It  works  with  almost  every  agency 
the  city  to  help  prepare  the  poor  for 
B  work  force  and  to  find  jobs.  A  pri- 
te  foundation  provides  vans  to  trans- 
rt  people  from  home  to  work.  And 
3  school  system  provides  study  centers 
housing  developments,  where  volun- 
irs  tutor  children.  These  efforts  are 
ying  off:  Damage  from  vandalism  at 
using  projects  costs  less  than  $5,000  a 
ar  n(jw,  compared  with  $89,000  in 
B6.  That  same  year,  the  average  stay 
these  housing  projects  was  more  than 
;ht  years,  compared  with  a  little  more 
in  three  years  now. 
Another  example  is  Colorado's  Family 
nters,  started  under  Democratic  Gov- 
lor  Roy  R.  Romer  a  year  ago.  Com- 
Ising  seven  centers  around  the  state, 
offers  social  services  ranging  from 
ildren's  health  care  to  drug-abuse 
mseling.  Since  the  Fremont  County 
mily  Center  in  Canon  City  opened  its 
ors  in  February,  it's  helped  25  out  of 
families  resolve  their  domestic  vio- 
ice  problems,  the  center  says.  Claudia 
ndel,  director  of  the  Family  Center 
tiative  of  Colorado's  Social  Services 
ipt.,  adds:  "The  whole  flavor  of  this  is 
help  us  to  help  ourselves." 
While  few  can  disagree  with  such  a 
If-help  philosophy,  highlighting  the 
ises  of  crime  will  be  tricky  for  the 
nton  Administration.  That's  because 
rd-liners  on  crime  seem  to  be  winning 
the  polls  against  social  do-gooders. 
■  the  White  House  tries  to  appease 
Ih  sides,  it  will  keep  trying  to  dis- 
ice  itself  from  past  liberal  remedies, 
mically,  it's  up  to  Edelman,  the  sea- 
led poverty  warrior,  to  make  sure  the 
'ministration  proposes  solutions  for  the 
s  without  slipping  back  in  time. 

By  Catherine  Yang  in  Washington 
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REAL  ESTATE  I 


<  e  h  «■  f-  f 


REITs:  BOOM  TODAY, 
GIOOM  TOMORROW? 


Sure,  they're  hot.  Trouble  is,  their  underlying  assets  aren't 


Calling  it  a  gold  raish  is  an  exagger- 
ation. But  not  much  of  one.  Al- 
though commercial  real  estate  has 
l)een  bouncing  along  the  bottom  f)t'  its 
worst  slump  in  decades,  yield-hungry 
investors  haven't  been  al)le  to  get 
enough  of  real  estate  investment  trusts, 
which  are  basically  jiackages  of  actively 
managed  commercial  real  estate.  Some 
$7.2  billion  in  REIT  initial  public  offei'- 
ings  has  been  gol)bled  up  in  1993 
through  Nov.  12,  vs.  a  mere  $91!)  million 
for  all  of  1992.  An  additional  $(>  l)illion  in 
REIT  IPOs  is  currently  in  the  pipeline. 
The  market  capitalization  of  equity  REITs 
has  jumped  from  $5.(i  Ijillion  to  $23  bil- 
lion in  just  three  years. 

The  euphoria  rami)ant  in  the  REIT  in- 
dustry for  much  of  1993  was  reflected  in 
a  recent  conference  held  by  the  Nation- 
al Association  of  Real  Estate  Investment 
Trusts  in  New  Orleans.  The  lavish  enter- 
tainment—a masked  Mardi  Gras  gala 


featuring  a  parade  by  a  local  marching 
band— and  rhetoric  (one  panel  discus- 
sion: "U.S.  Real  Estate  Markets:  An 
Opportunity  of  a  Lifetime")  evoked  noth- 
ing so  much  as  the  1980s'  Predators" 
Balls,  where  junk  l)onds  were  king. 

If  you  think  this  party  sounds  too 
good  to  last,  you  may  l)e  right.  The  ma- 
jor problem:  While 
REITs  promise  high 
and  ever-increasing 
dividend  growth,  the 
real  estate  they  own, 
such  as  shopping  cen- 
ters and  apartment 
houses,  even  office 
liuildings,  probably 
won't  rebound  as  fast 
as  their  gi'owth  stories 
may  imply.  "In  the 
long  run,  REITs  can 
only  be  as  prosperous 
as  the  properties  they 
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contain,"  said  Anthony  Down 
a  Brookings  Institution  senic 
fellow  who  was  a  voice  of  cai 
tion  at  the  REIT  conferenct 
"Theii-  dividends  can  only  gro' 
when  the  conditions  in  underl; 
ing  property  markets  becom 
prosperous.  And  that's  goin 
to  take  a  while." 
STRONG  DYNAMICS.  There  ai 
ah'eady  sei-ious  signs  of  weal 
ii  ness,  with  the  REIT  mark( 
down  close  to  12%  in  the  pa; 
three  weeks.  While  suppl 
soars,  demand  is  easing  as  h( 
money  moves  away  froi 
REITs.  Earlier  in  the  year,  ni 
merous  issues  brought  to  ma: 
ket  immediately  jumped  up  i 
price.  But  recent  REIT  IPOs  n( 
only  haven't  had  the  hoped  fc 
big  bump-up  in  price  but  hav 
fallen  below  their  IPG  pric^ 
Case  in  point:  Associated  E.i 
tates  Realty  Corp.,  which  d^ 
buted  at  21>4  on  Nov.  11  ani 
closed  at  20%  on  Nov.  17.  Thd 
there's  Avalon  Properties  Ind 
which  was  priced  at  20%  oj 
Nov.  11  and  has  since  slippe 
to  20K  A  somewhat  earliei-  IPd 
Mark  Centers  Ti'ust,  traded  alwve  it 
issue  price  of  18^'  at  first,  but  had  falle 
to  15%  as  of  Nov.  17. 

As  more  private  developers  rush  t 
go  public,  investors  are  becoming  ii| 
creasingly  discriminating  in  their  pui 
chase  of  REITs.  The  market  got  a  chanc 
to  give  REITs  a  warning  about  living  u] 
to  theii-  pi'ojections  when  Mark  Center 
Ti-ust  announced  on  Oct.  26  that  i 
wouldn't  nieet  its  expected  numbers  fd 
its  first  quarter  as  a  public  compan\ 
The  stock  dropped  5.6%  that  day.  B| 
Nov.  17,  it  was  trading  more  than  16'! 
below  its  offering  price.  "We  need  t| 
do  deals  that  are  straight,  to  sell  ir{ 
come  in  place,  to  sell  reality,"  said  Chicil 
go  investor  and  REIT  executive  Samu<! 
Zell  at  the  REIT  conference.  "We  don 
need  to,  nor  should  we,  sell  futures.  ] 
we  sell  fiitures,  we  will  end  up  foulin 
our  own  nest." 

As  in  the  junk  maii 
ket,  the  dynamics  fue 
ing  REITs  are  powei 
ful.  Investors  ar 
eager  for  the  4%-to-8) 
annual  yields  typicall 
foi-ecast  l)y  prospectu; 
es.  Developers,  man 
of  whom  are  facing  s( 
vere  financial  prol 
lems,  see  REITs  as  a 
REIT  IPOs  IN  almost  heaven-sen 
REGISTRATION  way  to  cash  out— anc 
in  some  cases,  "mi 
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■  dog  (properlies)  wilh  their  jewels" 
,he  process,  as  Downs  puts  it.  In- 
tment  hankers  have  been  raking  in 
jrious  fees  by  putting  these  two 
ups  together. 

nstitutional  and  retail  mutual  funds 
e  been  among  the  biggest  REIT  buy- 
According  to  Morningstar  Inc.,  net 
;ts  in  the  seven  real  estate  funds  it 
■ks  swelled  almost  200%,  from  $259 
ion  at  the  end  of  1992  to  $764  million 
leptember.  "These  people  are  so  ea- 
to  buy  yield,  they're  creating  ex- 
;  demand,  which  is  leading  to  a  sup- 
to    meet    that    demand,"  says 
okings'  Downs. 

liese  dynamics  are  being  under'mined 
the  likely  slow  growth  of  REITs' 
erlying  properties.  Take  apartment 
dings,  a  popular  REIT  holding.  Fewer 
jumers  are  entering  the  woi'k  force, 
eh  means  fewer  new  households  are 
ig  formed.  With  mortgage  rates  at 
oric  lows,  more  apartment  tenants 

afford  single-family  homes.  And 
le  the  low  level  of  multifamily  hous- 
starts  may  lead  to  eventual  rent  in- 
ises,  rent  hikes  are  now  the  excep- 
.,  notes  David  Kostin,  Salomon 
thers  Inc.  REIT  analyst. 
.  more  immediate  threat  is  the  pos- 
ity  of  higher  interest  rates.  "If  inter- 
rates  rise  sharply,"  says  Downs,  "this 
d  of,  mutual-fund  money  could 
ige,"  leading  to  a  substantial  drop 
lElT  prices.  "Mutual-fund  managers 

traders  with  a  short-term  horizon 
iO  minutes,  while  real  estate  is  a 
[-term  horizon  situation."  When  the 
bman  Centers  Inc.  REIT  announced 

its  cash  flow  would  be  slightly  short 
rejections,  the  stock  dipped  as  much 
L3%  in  a  single  day,  which  Downs 
nes  on  selling  by  mutual  funds. 
IRD  INNING."  Wilile  predicting  rough 
2S  ahead,  many  RElT-watchers  say 
recent  shakeout  is  healthy  and  that 
J  expect  the  overall  market  to  grow 
natically.  David  G.  Shulman,  head 
'eal  estate  research  for  Salomon 
thers,  expects  the  industry  to  top 
)  billion  in  market  capitalization  in 

next  six  years.  Zell  says  it  could 
:h  $150  billion  in  three  years.  But 
le  agreeing  with  a  mutual-fund  man- 
r's  characterization  of  the  REIT  in- 
:ry  as  being  in  the  "third  inning  of  a 
i-inning  baseball  game,"  Shulman  re- 
:ly  cautioned  that  the  current  REIT 
m  will  be  subject  to  a  "two-houi"  rain 
ly.  Make  no  mistake  about  it." 
am  Zell  tells  a  story  about  a  bumper 
ker  he  saw  in  Houston  in  1984  that 
5cts  the  sense  of  caution  that  is  grad- 
y  permeating  even  the  more  euphor- 
egments  of  the  REIT  industry.  The 
iper  sticker  read:  "Please,  God,  give 
mother  oil  boom  and  we  promise  not 
crew  it  up." 

Bij  Suzanne  Woolley  in  New  York 
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ICY  GUSTS  BATTER 

THE  WINDY  CITY'S  BIG  BANKS 


First  Chicago  and  Continental  fight  back  as  rivals  invade  their  turf 


R 


ising  from  the  table  in  First  Chi- 
cago Corp.'s  executive  dining 
room,  Richard  L.  Thomas  walks 
over  to  one  of  his  favorite  paintings,  a 
depiction  of  the  great  Chicago  fire  of 
1871.  Amid  the  smoke  and  rubble,  only 
one  l)uilding  is  left  standing,  and  it  bears 
the  inscription  of  the  First  National 
Bank  of  Chicago. 

As  Thomas,  chairman  of  First  Chica- 
go, looks  out  from  the  top  floor  of  the 


thing  more  than  a  $5  billion-to-$10  billion 
[asset]  bank  in  a  neighboring  state." 
Thomas  made  a  move  in  that  direction 
on  Nov.  15,  naming  his  heir  apparent: 
12-year  First  veteran  Leo  F.  Mullin,  who 
will  be  president  and  chief  operating  of- 
ficer of  the  $53  billion  bank.  An  aggi'es- 
sive,  ambitious  banker,  Mullin  is  intent 
on  making  acquisitions. 

A  few  blocks  away,  at  archrival  Con- 
tinental Bank  Cori).,  Chaii'man  Thomas 


FIRST  CHICAGO'S  THOMAS  NEEDS  TO  BUY  TO  PROTECT  HIS  FRANCHISE-AND  INDEPENDENCE 


57-story  bank  headcjuarters,  he's  fierce- 
ly determined  to  keep  First  Chicago 
standing  as  tall  as  it  did  then.  Unfortu- 
nately, Chicago's  banking  market,  once 
the  nation's  second-largest,  has  been  se- 
verely bruised,  mainly  by  billions  in  bad 
loans  outside  the  Midwest.  Now,  the 
surging  wave  of  bank  mergers  nation- 
wide threatens  to  engulf  the  few  re- 
maining locally  owned  banks  and  trans- 
form Chicago  fi'om  a  banking  center  to  a 
mere  colony,  like  Texas. 

Thomas  needs  to  buy  to  protect  his 
bank's  franchise— and  even  its  indepen- 
dence. The  62-year-old  executive,  now 
in  the  final  years  of  a  33-year  stint  at 
the  bank,  is  planning  iMg:  "I  would  like 
to  expand  our  franchise  throughout  the 
Midwest,"  he  says,  "picking  up  some- 


C.  Theobald's  voice  is  hoarse  from  long 
hours  out  hustling  corporate  clients.  His 
hard  work  over  the  past  six  years  is 
paying  off.  Once  on  the  brink  of  bank- 
ruptcy, the  bank  is  making  respectable 
money  on  corporate  banking.  But  many 
bankers  say  Continental's  best  option 
may  be  tn  sell  out  to  the  highest  Ijidder. 
EARNINGS  DOUBTS.  The  Inlying  activity  is 
certainly  getting  more  intense.  Preda- 
tors already  have  crossed  the  l)order 
into  Illinois,  including  Minneapolis'  First 
Bank  System  and  Norwest,  Banc  One 
of  Columbus,  Ohio,  and  even  Citicorp. 
Says  Richard  M.  Kovacevich,  chairman 
of  Norwest:  "We  think  Illinois  is  a  won- 
derful state  with  great  opportunity."  Al- 
ready, two  hometown  rivals— LaSalle  Na- 
tional Bank  and  Harris  Bancorp— have 
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l)eeii  picked  off  by  ex- 
pansion-minded foreign 
institutions— ABN  Amro 
of  the  Netherlands  and 
Bank  of  Montreal. 

Despite  improved 
earnings,  both  First  Chi- 
cago and  Continental  are 
vulnerable.  Investors  and 
analysts  worry  ai)Oiit  the 
cjuality  and  relialiility  of 
the  banks'  earnings.  For 
instance,  41%  of  First's 
third-fjuarter  profits 
came  frf)m  gains  on  ven- 
ture-capital holdings.  Its 
hugely  profitable  credit- 
card  operations  are  ex- 
pected to  face  intensify- 
ing margin  pressure. 
Meanwhile,  Continental's 
core  corporate  business 
could  get  more  crowded. 

Currently,  Continental 
is  one  of  only  two  major 
stock  is  selling  at 


CONTINENTAL'S  THEOBALD  IS  FOCUSING  TIGHTLY  ON  CORPORATE  BANKING 


)anks  whose 
a  discount  to  book 
value,  and  First's  is  at  only  a  slight  pre- 
mium (chart).  The  two  banks  also  re- 
main hobbled  l)y  so-so  credit  ratings 
that  limit  their  ability  to  raise  funds 
cheaply  and  build  trading  businesses. 
"It's  frustrating,"  says  Thomas. 
HEAVYWEIGHTS.  First  Chicago  and  Conti- 
nental have  been  pursuing  somewhat 
divergent  strategies  to  fend  off  rivals 
and  l)oost  earnings.  Ccmtinental,  which 
requirefl  a  federal  bailout  in  1984  from  a 
stack  of  bad  energy  loans,  has  more  re- 
cently found  itself  with  souring  corpo- 
rate and  real  e.state  loans.  So  Theobald 
has  ruthlessly  cut  costs.  He  fired  more 
than  half  the  staff  and  farmed  out  such 
activities  as  information  technology  and 
legal  services.  He  also  has  shrunk  the 
balance  sheet  and  shifted  away  from 
straight,  low-margin  lending  in  favor  of 
cash  management  and  arranging  pri- 
vate debt  and  erjuity  placements. 

Cf>ntinentars  tight  focus  on  corporate 
lending  has  produced  a  gTowing  list  of 
customers,  from  such  heavyweights  as 
Deere  &  Co.  and  MCl  Communications 
Corj).  to  entrei)reneurs  such  as  Chicago- 


leased  Michael  E.  Heisley,  who  has  ac- 
quired industrial  companies  with  total 
sales  of  $1  billion.  While  First  "with- 
drew to  the  sidelines"  in  the  past  two 
years,  says  Heisley,  Continental  actively 
courted  his  business.  The  jjayoff  for  the 
bank,  after  a  loss  in  1991,  has  been  ris- 
ing earnings,  to  $222  million  last  year 
and  to  $190  million,  excluding  a  tax  gain, 
through  the  first  nine  months  of  1993. 

But  Continental  still  is  dogged  by  bad 
loans.  And  with  just  $21.8  billion  in  as- 
sets, the  bank  may  be  too  small  to  reap 
the  advantages  of  scale.  Theobald  also 
worries  that  other  l)anks  could  enter  his 
coi'porate-banking  niche  if  profits  in  con- 
sumer banking  decline.  "My  fear  is  that 
over  time,  the  competitive  conditions 
could  swing  the  other  way,"  he  says. 

Across  town,  First's  Thomas  also  has 
reined  in  his  bank.  Since  taking  over  in 
1991,  Thomas  has  closed  all  but  6  of  40 
overseas  offices.  First  Chicago  also  has  de- 
emjehasized  lending  and  focused  on  fee- 
earning  services,  such  as  cash  manage- 
ment and  capital-markets  activities.  It 
has  also  booster!  consumer  banking.  It 
even  offloaded  to  anothei-  lender-  a  loan  to 
troubled  Zenith  Electronics  Corp.,  whose 
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chaiiTnan,  .Jen-y  K.  1  '<  rl 
man,  sits  on  the  I's' 
board.  William  C. 
shall,  treasurer  ni 
client  Nalco  ChemiV 
praises  the  Ijank' 
sistent  approach  h  i 
to  tx)ttom." 

Thomas  has  1mm 
rigorous  financial 
plinarian  in  the 
math  of  First's  ui^j 
trous     Third  Wo 
corporate,  and  real 
tate  lending,  which 
into  its  capital  base, 
bank  took  a  huge,  % 
million  real  estate  wi 
off  in  1992,  spun  off 
money-management 
venture-capital  ar 
and  slashed  its  st 
dividend,  which  is 
now  increasing. 
Of  the  two  banks,  experts  say  Co 
nental  is  more  likely  to  be  bought  t 
to  be  a  buyer.  Insiders  say  there': 
opposition  to  the  idea  of  an  outside  t 
over.  Analyst  .lohn  Leonard  of  Saloi 
Brothers  Inc.  reckons  there  are  "fa 
few"  U.  S.  buyers  but  says  Continen 
Midwestei'n  corporate  connections  m 
suit  such  foreign  banks  as  Britain's  ] 
clays,   Hongkong   Shanghai  Bank 
Corp.,  or  even  ABN  Amro  or  Banl 
Montreal. 
"ONE-TRICK  PONY."  Fii'st  Chicago  sta 
a  !>etter  chance  of  being  an  acquirer 
cording  to  industry  observers.  Partr 
lieing  mentioned  range  from  Detr 
NBD  Bancorp  to  CcMnerica  and  F 
Bank  System.  "It  will  be  tough  foi 
outsider  to  catch  us  in  our  home  i 
ket,"  says  Mullin.  Still,  ihe  bank's 
stock  price  makes  acquisitions  diffi 
Some  observers  think  it  could  inst 
wind  up  being  absorbed  by  one  of 
fast-growing  regional  competitors. 

Unfortunately  for  Chicago  chau 
ists,  the  two  lianks  aren't  likely  to  ; 
ply  coml)ine.  They  have  discussed  a  r 
ger  j)eriodically  since  the  late  198i 
Continental  in.siders  still  express  inte 
in  First's  corporate  bank— but  now 
more  inclined  to  snap  at  each  otl 
Theobald  wonders  how  First  can  clic 
all  of  its  diverse  business  areas.  "T 
will  have  to  carefully  pick  the  bets 
want  to  make,"  he  predicts.  First  Ch 
go  Vice-Chairman  David  J.  Vitale 
picts  his  crosstown  rival  more  blur 
Continental's  corporate-only  strategy 
says,  is  "a  one-trick  pony." 

That  may  l)e  a  harsh  assessment, 
unless  l:)oth  banks  are  fast  on  their  f 
they  could  end  up  in  someone  e' 
stable. 

By  Richard  A.  Melcher  in  C/tic 
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20  years  of  consistent  growth 
and  profitability 

Continuous  attention  to 
client  needs 

Dedicated  approach  to 
full-service  investment  banking, 
securities  research  &  brokerage, 
and  asset  management 

Continued  expansion  into 
new  businesses 

The  acquisition  of  the  firm  by 
its  management  and  employees 
from  Xerox  Financial  Services... 


5  business  as  usual. 
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'IT'S  INSTANT 
FINANCIAL  SYNERGY' 


The  acquisitions  of  the  '90s  are  actually  cutting  debt  costs 


Seems  that  when  two  companies 
marry  for  the  right  business  rea- 
sons, other  good  things  often  have 
a  way  of  falHng  into  place. 

That  is  clearly  the  case  with  the  re- 
cent sjiate  of  megadeals  in  which  large 
comi)anies  with  high  credit  ratings  have 
acquired,  or  announced  plans  to  acquii'e, 
smaller,  weaker,  debt-laden  companies. 
Notable  examples  include  Hanson's  $800 
million  acquisition  of  (Juantum  Chemi- 
cal and  the  planned  mergers  of  AT&T 
and  McCaw,  Bell  Atlantic  and  TCl,  and 
Columbia  Healthcare  and  HCA. 

These  transactions  were 
driven  primarily  by  long- 
term  strategic  objectives. 
But  there  is  another  critical 
but  less  publicized  thread 
connecting  these  deals,  one 
that  reflects  a  major  change 
in  corporate  dealmaking. 
During  the  Roaring  Eight- 
ies, buyers  sought  lo  realize 
a  short-term  gain  by  piling 
on  debt  and  selling  assets. 
Now,  they  are  realizing 
quick,  handsome  financial 
bonuses  by  deleveraging 
c(mipanies  that  have  mas- 
sive debt.  Many  of  today's 
fieals  actually  promise  to  re- 
duc(~  debt  costs  i-ather  than 
raise  them. 

BURDENED.  Lower  dei)t 
costs  result  from  the  huge 
interest-i'ate  sjiread  l)e- 
Iwei'u  iin'cstment-gi  ade  and 
noninvestment-grade  debt, 
and  the  abihty  of  the  com 
bined  entity  to  refinance 
the  bank  lines  and  public 
debt  of  the  acquired  company  at  the 
buyei'"s  coveted  high-grade  rating.  Says 
Sharon  .1.  Kalin.  pi'esidenl  of  Athene- 
Coronado  Management,  a  Wall  Street 
arbitrage  firm:  "It's  a  byproduct  of  the 
lietter-quality  deals  we're  seeing  now. 
It's  instant  financial  synergy." 

Take  the  case  of  Hanson  PLC.  the  big, 
hungry,  A-rated  British  conglomerate. 
On  Sept.  30.  the  company  completed  the 
acquisition  of  BB-rated  Quantum  Chem- 
ical Corp..  a  money-losing.  New  York- 
based  specialty-chemical  company  sad- 
dled with  nearly  $2.5  l)illion  in  high- 


yielding  bonds.  Robert  E.  Lee,  chief  fi- 
nancial officer  of  Hanson  Industries, 
Hanson's  U.  S.  arm,  says  the  prospect  of 
interest  savings  was  an  "integi-al  part"  of 
the  transaction.  "If  we  couldn't  replace 
any  of  the  del)t,"  he  said,  "the  deal 
would  have  lieen  a  lot  tougher." 

In  mid-October,  Hanson  called  in  some 
$L15  l)illion  in  del)t  paying  from  8^^%  to 
11%  on  six  separate  issues.  Because 
Hanson  currently  pays  about  4-5%  on 
its  own  debt,  it  expects  to  save  about 
$70  million  on  this  slug  of  Quantum  debt 
alone.  Although  these  savings  weren't 


long-term  debt— with  its  stellar  AA  crec; 
it  rating.  Although  Standard  &  Poor; 
Corp.  indicated  that  AT&T  may  be  dowi; 
graded  to  A  if  the  merger  is  completed 
.  Hooper,  for  one,  believes  the  combine; 
company  can  hold  on  to  its  curi-ent  sta 
us.  If  it  does,  he  says,  it  should  be  abf 
to  save  between  $1  million  and  $2  mi| 
lion  a  week  on  funding  costs.  J 
ROCK-SOLID.  In  anticipation  of  the  me 
ger,  McCaw  is  replacing  its  public  del 
with  bank  lines  that  are  cheaper  ju; 
liecause  McCaw  now  has  the  blessir 
of  rock-solid  Ma  Bell.  In  turn,  whe 
AT&T  takes  ovei',  it  will  likely  replac 
the  credit  lines  with  A-rated  debenture 
AT&T  isn't  "supporting  the  bank  lines 
says  Hooper,  "but  just  the  fact  th; 
they're  there  makes  it  an  easier  pr 
cess  to  go  through." 

The  ability  to  get  out  from  under 
mountain  of  debt  was  a  major  factor 
McCaw's  decision  to  merge  with  AT& 
"We  needed  expanded  sources  of  equit 
to  expand  the  business,"  says  Hoope 
For  AT&T,  strategic  fit  was  the  "ove 
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the  main  rea.^ini  lur  tfanson's  interest. 
Quantum's  debt  burden  was  the  "domi- 
nant" force  that  drove  it  into  Hanson's 
arms,  according  to  Lee.  "We  got  the 
benefit."  he  says,  "because  high  inter- 
est costs  and  debt  load  left  them  little 
room  to  maneuver." 

The  $12.6  billion  American  Telephone 
&  Telegraph  Co.-McCaw  Cellular  Com- 
munications Inc.  deal  is  similar.  In  effect, 
says  Steven  W.  Hooper,  McCaw's  execu- 
tive vice-president  and  chief  financial  of- 
ficer, AT&T  is  i-efinancing  McCaw's  bal- 
ance sheet— including  its  $4.89  billion  in 


riUmg,  compelling"  motivation,  he 
ports.  But  he  adds  that  the  prospect 
improved  earnings  in  the  first  year 
the  marriage  made  it  easier  for-  AT^ 
to  tolerate  the  dilution  it  would  inc 
l)y  issuing  212  million  common  shares, 
was  a  nice  bonus,"  Hooper  notes. 

Even  if  AT&T's  ratings  get  taken  dov 
a  peg  when  and  if  the  merger  is  coi 
pleted,  the  slightly  higher  intere 
charge  will  be  offset  in  sjoades  by  sa 
ings  from  refinancing  McCaw's  del 
That's  because  of  the  difference  in  tl 
spread  between  noninvestment-gra( 
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SANWA  BANK  INTRODUCES 

GLOCAL  BANKING. 
THERE  IS  NO  ALTERNATIVE. 


In  the  world  of  financial  services,  most  banks  are 
allowing  one  of  two  courses. 

Global  banking.  And  local  banking. 

But  global  banking  often  loses  sight  of  local  conditions, 
)cal  needs. 

While  local  banking  lacks  the  reach  and  the  perspective 
D  serve  your  needs  around  the  world. 

Which  is  why  the  introduction  of  glocal  hanking  — 
cm  Sanwa  Bank  —  is  important  news. 

Sanwa  provides  a  full  range  of  financial  services  tailored  to 
leet  local  needs  in  every  city  where  Sanwa  does  business. 

And,  beyond  that,  access  to  the  Sanwa  global  network; 

formidable  resource  only  a  bank  that  ranks  among 
le  four  largest  in  the  world''"  could  provide. 

Local  needs.  Global  strength. 

For  corporate  finance.  For  public  projects.  To  meet 
3ur  every  financial  need.  From  rapid  fund  access  to 
vift  financing  to  M&A  services  to  credit  analysis, 
nd  etc.,  etc.,  etc. 

So  see  Sanwa. 

And  see  what  a  difference  glocal  banking  can  make. 


^  Sanwa  Bank 

Capital  strength.  Capital  ideas. 


e  Sanwa  Bank  U.S.A.  &  Canada  Network  

■i.A. 

nchej:  New  Y(irk:212-3  if  hlOO  C  hiLat;c.i:.?l2-36S- UKIU  San  hrjnLisa>:415-54'-5200  Los  Angcles:213-896-^-40" 


•IllRTLlNt,  ,\uguit  2  5.  1991 


.-ncies:   Atlania:4()4-.'i86-6SS0  Dallas:214-744  5555 
m  Production  Office:  B(>ston:6l7.654-2930 

I.  Offices:  Lexington:606-224-4245  Houston:713-654-9970  aeveland:2l6-736-3380 

sidiaries:   Sanwa  Bank  California:213-896-70l)0  Sanwa  Business  Credit  O>rporation:312-782-8080  Sanwa  Leasing  Corporation:3l3-63"-41(10 
Sanwa  General  Ei|uipment  Leasing,  Incorporated:410-821-7200  Sanwa-BGK  Securities  Co.,  L.P.:212-527-2500 

Sanwa-BGK  Futures,  lnc.:3 12-341-6530  Sanwa  Financial  Products  Co.,  L,P:212-407.35SU  Sanwa  Bank  Trust  Company  of  New  York:212  361-21 1 1 


Canada 

Rep.  Offices:  Toronto:416-366-2583 
Subsidiaries;    Sanwa  Bank  Canada  Toronto  Office: 
416-366-2-583 

Sanwa  McCarthy  Securities  Limited: 
416-862-9160 


ill  thf  horsepower  in  the  world  is  worth- 
less it  vou  can't  make  the  most  ol  it. 
Anil  the  same  is  true  when  it  lonies  to 
eom])uters.  lYrtormanee  is  (leti-rmined 
not  only  hs  the  chip,  but  In  ihv  computer 
around  the  chip.  \iu  v  all,  if  the  subsys- 
tems slow  \()u  (low  n,  ha\  inti  a  powerful 


processor  doesn't  make  much  difference 
Whic  h  is  v\  hv  when  our  engineers  bi 
the  all  new  Compaf|  DeskproXE,  every; 
system  was  desiiined  to  pro\  ide  the  hii^ht 
ove  rall  system  performance. 
">s- D         (^)Vision  loc  al  Bus  (iraphics,  for  cxi 
°^PTB    p''-''  "l''''''~  blink of-an-eye  perfbrmar 
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For  The  Same  Rea 
A  Faster  Processor 
Doesn't  Necessarily  Mean 
^  A  Faster  Computer. 


hani  (Irivc-s  clock  in  with  liahtninsj-likc  seek 
s.  And  all  the  new  Dcskpro  XY.  mofk-ls  oHcr 
id-lcvcl  cache  options. 

DP  the  ultimate  in  performance,  however,  we 
dine  the  Deskpro  Xt  with  the  Pentium  pnj- 
)r.  Compaq -designed  TriFlcx/PC  Architecture 
ni/es  the  tremendous  pov\er  of  the  ]\'Titium 


chip,  deli\erina  significantly  improved  o\erall 
system  performance.  All  at  a  price  that  yf)U  will 
find  equally  impressive. 

For  complete  information  on  the  ni'w  l)esk|)n) 
XE  computers,  just  call  us  at  1-800-345-1518.  And 
discover  why  even  w  hen  they  have  the  same  pro- 
cessor, other  computers  just  aren't  up  to  speed. 


COMPAa 
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■nance 


and  investment-j^rade  debt  coiiiijared 
with  the  difference  between  various  lev- 
els of  investment-^rade  debt.  If,  for  ex- 
ample, an  AA  issuer  slips  to  A,  the  pen- 
alty is  typically  no  more  than  about  20 
basis  points,  traders  say.  In  contrast, 
the  gap  between  noninvestment-grade 
and  investment-grade  debt  can  be  four 
full  percentage  points.  "If  you  can  bring 
the  combined  entity  across  that  barrier, 
there  are  always  huge  savings,"  says 
Stephan  Newhouse,  managing  director  at 
Morgan  Stanley  &  Co. 

Even  though  Bell  Atlantic  Corp.  and 
Tele-Communications  Inc.  had  similar 
ratings,  financial  synergies  still  played  a 
key  role  in  the  deal,  says  Bernard  W. 
Schotters,  TCl's  senior  vice-president  for 
finance.  "For  our  kind  of  business,  access 
to  the  capital  markets  is  very  impor- 
tant. If  it  were  not  well  regarded  by 
the  market,  the  deal  would  not  have 
happened.  It  would  just  have  been  an 
interesting  conversation."  He  adds  that 
"Bell  Atlantic  shareholders  will  inherit  a 
company  with  significantly  better  access 
to  capital  at  somewhat  better  rates." 
SALES  BOOST.  Analysts  also  expect  the 
combination  of  Columbia  Healthcare 
Corp.  with  Hospital  Corporation  of 
America  to  yield  $10  million  in  interest 
savings  on  HCA's  $2  billion  in  total  debt. 
The  number  would  be  higher  if  HCA 
hadn't  already  refinanced  most  of  its 
high-coupon  bonds  with  cheaper  bank 
lines  in  September,  says  Richard  Lech- 
leiter,  Columbia  Healthcare's  vice-presi- 
dent and  comptroller.  He  added,  how- 
ever, that  expected  savings  on  interest 
expense  and  purchasing  costs  played  a 
key  role  in  the  decision  to  merge. 

Interest-cost  savings  are  not  the  only 
virtue  in  deals  that  produce  stronger 
balance  sheets  and  higher  credit  rat- 
ings. For  example,  because  Primerica 
Coi-p.  and  Travelers  Corp.,  which  agreed 
to  merge  in  September,  are  both  A-rat- 
ed,  major  debt-service  savings  are  un- 
likely. But  the  deal  could  promote  high- 
er sales  of  life  insurance,  annuities,  and 
other  investments.  At  a  time  when  pen- 
sion funds  and  consumers  alike  are  skit- 
tish about  doing  business  with  second- 
tier  financial-services  companies,  any- 
thing less  than  a  top  rating  is  a  distinct 
disadvantage.  Primerica,  which  will  take 
the  Travelers  name,  hopes  that  the  mer- 
ger will  prompt  A.M.  Best  Co.,  the  in- 
.sui'ance-rating  agency,  to  boost  Travel- 
ers' rating  from  A-,  its  fourth-highest. 
That,  in  turn,  should  reinvigorate  sales 
of  life  insurance  and  other  products. 

Corporate  synergy  may  be  widely 
denigrated  today.  But  when  it  comes  to 
combining  balance  sheets,  one  plus  one 
can  often  be  much  more  than  two. 

By  Phillip  L.  Zweig,  ivith  Leah 
Nathans  Spiro,  in  Neir  York 


REGULATION  I 


THE  SEC  RESOLVES 
TO  BOW  OUT 


Battered  by  the  courts,  it  won't  give  ad'vice  on  proxy  proposals 


The  1994  corporate  proxy  season  is 
months  away,  yet  it  already  looks 
as  though  it  could  be  one  of  the 
messiest— and  most  litigious— in  years. 

Traditionally,  the  Securities  &  Ex- 
change Commission  has  served  as  traffic 
cop.  It  gives  companies  advice  about 
what  resolutions  proposed  by  sharehold- 
ers they  may  exclude  from  their  proxy 
statements  under  the  so-called  ordinary 
business  exemption.  The  exemption  al- 
lows companies  to  limit  investors'  input 
on  matters  they  believe  are  best  man- 
aged in  the  l^oardroom.  Without  it,  com- 
panies would  find  themselves  being  reg- 


CHALLENGES  TO  THE  SECS 
REVIEW  OP  PROXY  PROPOSALS 


►  A  federal  district  court  in  October  ruled  the 
SEC  couldn't  ban  employment-related 
shareholder  proposals  from  proxy  statements. 
The  SEC  has  appealed. 
^  Clothing  and  textile  union  appealed  SEC 
decision  allowing  Brown  Group  to  omit 
proposal  requesting  study  of  the  impact  of 
health<are-reform  plan.  Appellate  court 
heard  case  on  Nov.  15. 

►  In  suit  brought  by  clothing  and  textile 
union,  a  federal  district  court  in  April  ordered 
Wal-Mart  Stores  to  include  proposal  seeking 
report  on  affirmative-action  and  equal- 
employment  record. 

DATA:  BUSINESS  WSK 


ularly  dragged  into  court  by  disgiimtled 
investors  who  want  a  say  over  every- 
thing from  employment  practices  to 
whether  health  benefits  should  include 
dental  coverage. 

The  SEC,  though,  has  been  hit  by  sev- 
eral unfavorable  court  rulings  that 
undermine  its  authority.  In  response,  it 
now  refuses  to  give  companies  any  ad- 
vice until  the  courts  resolve  the  issue. 
Citing  the  murky  state  of  the  law,  the 
SEC  wrote  on  Nov.  1  that  its  actions 
"would  be  of  little  value  t«  puf)lic  compa- 
nies." Says  Cornish  Hitchcock,  a  public- 
interest  lawyer  who  represents  share- 
holders in  proxy  fights:  "The  SEC  just 
picked  up  its  ball  and  left  the  field." 

The  statement,  which  was  filed  with 
the  U.  S.  Court  of  Appeals  for  the  Sec- 


ond Circuit,  offers  the  first  glimpse 
how  the  SEC  under  Chairman  Arthi 
Levitt  Jr.  plans  to  interpret  the  on 
nary  business  rule.  Companies  ai 
shareholder  groups  figured  the  SI 
would  adopt  a  more  investor-friend 
position  under  Levitt  than  it  had  und 
predecessor  Richard  C.  Breeden.  But  1 
refusing  even  to  take  up  requests  fro 
companies  about  the  appropriateness 
certain  proxy  proposals,  the  Levitt  coi 
mission  seems  to  be  toeing  the  Breed« 
line.  Levitt  declines  to  comment  on  tl 
issue  while  the  matter  is  in  the  court 
The  SEC's  broadest  challenge  is  a  la^ 
suit  brought  by  the  New  Yoi 
City  Employees'  Retirement  Sy 
tem.  NYCERS  disputes  an  SEC  p< 
icy  banning  all  employment-reU 
ed  shareholder  resolutions  fro 
proxy  statements.  The  pensi 
fund  won  a  lower-court  ruling 
October  on  the  case,  but  the  S 
has  appealed.  The  problem  f 
businesses  and  investors  alike 
that  the  Second  Circuit  is  unlil 
ly  to  resolve  the  dispute  in  tir 
for  the  1994  season. 
SMALL  WINS.  Most  companies  a 
for  SEC  opinions  in  December  a 
January  to  prepare  their  pro: 
materials  for  spring  meeting 
Last  year,  the  agency  review 
over  200  such  proposals,  whi 
involved  everything  from  affim 
five  action  to  health-care  refor 
Other  recent  cases  have  rais 


some  of  the  same  political  and  social 
sues.  One  suit,  brought  by  the  Amalj 
mated  Clothing  &  Textile  Workers 
ion,  was  successful  in  forcing  Wal-M 
Stores  Inc.  to  include  on  its  1993  pro 
statement  a  proposal  seeking  informat 
about  the  company's  affirmative-acti 
record.  Another  forced  Dole  Food 
to  include  a  proposal  about  the  impact 
health-care  reform  on  the  company.  Si 
victories  are  likely  to  encourage  ev 
more  shareholder  actions. 

Corporations  have  often  had  an 
easy  time  dealing  with  reform-mine 
shareholders.  But  without  the  SEC 
referee,  relations  between  the  two  si( 
could  well  become  downright  nasty. 

By  Linda  Himelstein  in  New  Yo 
with  Michael  Schroeder  in  Washingtm 
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Introducing  A  New  Way  To 
Buy  Mutual  Funds  From  America's 
Leading  Fund  Companies 


Invest  In  No-Load  Funds  without  Transaction  Fees 
Through  Fidelity's  FundsNetwort 


Invest  In  Your  Favorite  Funds 


MiiilALFUH^^  '^^"Sh  One  Easy  Source 

— — - — ~  Z     '         Today's  mutiiiil  fiind  investor  knows  that  d\\ 
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Now  these  leading  fund  companies  K  Meubergsr  &  Berroan 
allow  you  to  invest  in  a  special 
selection  of  no-toad  funds  without  ' 
transaction  fees  with  just  one  call  % 
to  Fidelity's  FundsNetwork'  . 
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Today's  mutual  fund  investor  knows  that  diversifying  ciui  mean 
owning  funds  from  several  different  compiuiies.  But  that  ciui 
meiui  too  niiuiy  stiUemenLs  iuid  phone  Ciills  to  niiuiiige  your 
money  its  effectively  ils  you'd  like.  Tliat's  why  Fidelity  joined 
together  with  many  of  the  nation's  best-known  fund  companies 
to  offer  you  a  better  idea:  it's  Ciilled  FundsNetwork.  Now 
tlirougli  FundsNetwork,  Fidelity  allows  you  to  invest  in  a  wide 
aixay  of  mutual  funds  all  aviiilable  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees. 

Just  One  Call,  One  Statement 

You  don't  need  to  triuisfer  or  miike  iuiy 
chiuiges  to  your  cuiTent  investments  to  take 
advantiige  of  FundsNetwork.  You  simply  ciill 
Fidelity,  and  each  investment  you  miike 
througli  FundsNetwork  is  consolidited  on 
one  eiLsy-to-niiuiage  stiitement.  Best  of  iill, 
it  also  means  having  Fidelity  service  avail- 
able to  you  24  hours  every  diy 

Call  today  for  your  free  FundsNetivork 
fact  kit. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fideliiy  ^J-^  Inuesimenis^ 

Discount  Brokerage 

4b 

For  more  complete  information,  includinj;  management  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money.  Fidelity  reserves 
the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  mafie  five  or  more 
short-term  redemptions  (s;des  of  shares  held  less  than  90  days)  on  no-lransaction  fee  funds  in  a  six  month  period.  If  you  purchase  a  no-load  hind  and  pay  a  transaction  fee, 
you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  hinds),  yields  and  returns  will  vary.  Fidelity  Brokerage  Services,  Inc.  ("FBSl") 
161  Devonshire  Street,  Boston,  MA  02 1 10  Member  NYSE,  SIPC. 


BY  GENE  G.  MARCIAL 

A  FERTILE  PATCH 
IN  FARM-TOOL 
COUNTRY 


emember  Allis-Chalmers,  the  old 
agricultural-equipment  maker 
.that  fell  on  hard  times  in  the 
late  1980s?  Well,  its  business  was  ac- 
quired in  June,  1990,  by  AGCO— and 
what  a  tui'naround.  Sales  and  earnings 
have  boomed,  and  the  company  went 
public  in  April,  1992,  at  $14  a  share. 
The  stock  has  since  jumped  to  32. 

The  question  is  whether  AGCO,  a  ma- 
jor maker  and  distributor  of  tractors 
and  farm-machinery  I'eplacement  parts, 
will  stay  in  overdrive.  "Bet  on  it,"  says 
a  Boston  money  manager  whose  in- 
vestment firm  holds  a  stake  of  about 
5%.  He  thinks  the  stock  could  hit  the 
high  40s  in  a  year. 

Indeed,  analysts  have  been  raising 
their  earnings  estimates  to  keep  up 
with  the  company's  unanticipated  fast 
growth,  mainly  fostered  by  efficient 
cost-cutting  and  gains  in  market  share 
through  a  couple  of  recent  acquisitions. 

"Just  when  you  thought  it  couldn't 
get  any  better,  it  did,"  says  analyst 
John  McGinty  of  CS  First  Boston,  re- 
ferring to  AGCO's  tax-adjusted  third- 
quarter  earnings  of  72<f  a  share,  vs. 
23<t  a  year  ago  and  his  own  forecast  of 
54<f.  So  he  scaled  up  his  $2.05  esti- 
mate for  1993  to  $2.60  and  his  $2.45 
forecast  for  1994  to  $3.50. 

In  January,  ACKHO  acquired  the  North 
American  assets  and  operations  of 
Massey-Ferguson,  a  unit  of  Varity,  for 
$95  million.  The  acquisition  will  add 
some  $20  million,  or  about  $1  a  share, 
to  AGCO's  earnings,  figures  McGinty. 
In  addition,  AGCO  has  agreed  to  ac- 
quire White-New  Idea  Farm  Equip- 
ment, a  unit  of  Allied  Products,  for 
about  $60  million.  He  e.stimates  that 
White-New  Idea,  with  projected  1993 
sales  of  $82  million,  will  add  about  $5 
million  (pretax),  or  2.5<1"  a  share,  to 
AGCO's  1994  earnings. 
UNEXPLORED  NICHES.  McGinty  notes 
that  AGCO  is  a  bargain  compared  with 
other  farm-equipment  makers,  such  as 
Deere,  which  sells  at  14  times  esti- 
mated 1994  earnings.  ACX;o  trades  at  a 
9.4  price-earnings  ratio.  If  ACkJO  traded 
at  a  14  p-e,  it  would  be  worth  49. 

AGCO  Chairman,  CEO,  and  President 
Bob  Ratliff  says  the  acquisition  pro- 
gram will  continue.  There  are  many 
niche  areas  that  AGCO  doesn't  yet 
serve,  Ratliff  notes,  such  as  the  cotton, 


AGCO 
IS  IN  OVERDRIVE 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


wine,  and  fruit-and-vegetable  indus- 
tries. "Then,  there's  West  and  East 
Eui'ope,  which  we  are  eyeing,"  he  says. 
So  far,  AGCO  exports  only  modestly  to 
Western  Europe,  but  the  potential  of 
the  entire  European  market  is  huge, 
he  adds. 

Ratliff  doesn't  discount  the  possibil- 
ity of  AGCO  merging  with  a  major  com- 
pany. But  there  isn't  anything  definite 
yet  about  that,  he  says. 


THE  SHORTS 

ARE  SNIFFING  DELL 


Computer  stocks  appear  to  be 
back  in  vogue,  and  some  of  them 
have  been  hot.  So  hot,  in  fact, 
that  some  pros  believe  that  certain  is- 
sues, .such  as  Dell  Computer,  have  be- 
come overvalued.  Dell's  stock  has  heat- 
ed up  to  26  from  16  in  early  October. 
Based  on  this  move  alone,  Eugene 
Glazer,  veteran  technology  analyst  at 
Dean  Witter  Reynolds,  has  downgrad- 
ed its  rating  from  "buy"  to  "neutral." 

Others  are  even  more  bearish  on 
Dell,  which  manufactures  IBM-compati- 
ble personal  computers  and  sells  them 
through  its  own  direct-marketing  pro- 
gram. One  New  York  money  manager 
figures  a  lot  has  changed  in  computer 
telemarketing.  "It  has  become  much 
more  competitive  because  Compaq 
Computer,  Digital  Equipment,  and  a 
resurgent  IBM  have  entered  the  arena 
forcefully  with  cheaper,  well-configured 
machines,"  he  says. 

This  pro  notes  that  Dell's  "cost  struc- 
ture has  become  too  high  compared 
with  its  chief  competitors."  One  of 
them.  Gateway  2000,  which  will  go 
public  soon,  has  operating  expenses  of 


less  than  7%  of  sales,  compared  wit 
Dell's  nearly  15%.  So  he  insists  tha 
current  estimates  on  Dell  are  "to 
high"  and  figures  the  stock  could  slum 
to  the  low  teens. 

Neeraj  Vohra,  an  analyst  at  Star 
dard  &  Poor's,  observes  that  becaus 
Dell  has  had  difficulty  coping  with  it 
rapid  gi'owth,  the  company  is  no  longe 
the  price  leader  it  once  was.  "Gate 
way  2000,  Compaq,  and  Ambra  are  th 
new  price  leaders,"  he  says.  Vohr 
thinks  Dell  will  have  a  turbulent  sec 
ond  half  and  will  be  in  the  red  unt 
the  fourth  quarter.  He  figures  the  con 
pany,  which  earned  $2.59  a  share  i 
the  year  ended  Jan.  31,  1993,  will  pos 
a  loss  of  $1.45  a  share  in  1994. 


AN  AIDS  TREATMENT 
FROM  CANADA 


It  wasn't  long  ago  that  a  stoc 
zoomed  at  the  mere  hint  of  a  lin 
to  an  AiDS-related  product.  A 
though  that  kind  of  clout  has  all  bi 
faded  on  the  Street,  some  pros  ar 
bujdng  Quebec-based  Biochem  Pharrr 
because  of  its  experimental  anti-Air 
drug,  3TC.  Phamiaceutical  giant  Gla> 
is  Biochem's  partner  in  developing  it 

Biochem's  stock,  which  traded 
the  NASDAQ  at  9  in  mid-October,  h; 
risen  to  11%.  Its  supporters  think  tl 
stock  could  hit  20  over  the  next 
months. 

One  reason,  they  say,  is  that  31 
was  cleared  by  the  Food  &  Drug  A' 
ministration  on  Nov.  3  for  the  "cor 
passionate  use  program."  Canada  h 
allowed  the  drug  to  be  dispensed  u 
der  a  similar  program.  The  U.  S.  pi 
allows  physicians  to  provide  3TC  fr< 
of  charge  to  HIV-infected  patients  wl 
fail  to  respond  to  or  can't  tolerate  ot 
er  anti-AIDS  therapy,  such  as  AZT, 
be  sure,  3TC,  which  is  taken  orall 
isn't  a  cure  for  AIDS,  explains  Tim  W 
son,  an  analyst  at  Hambrecht  &  Qui 
who  is  bullish  on  the  stock.  He  sa 
the  drug  inhibits  the  disease's  spre; 
by  interacting  with  an  enzyme  th 
the  AIDS  virus  tends  to  replicate, 
John  Gillard,  Biochem's  vice-preside 
for  therapeutic  i-esearch,  explains  th 
3TC  tricks  the  virus  into  using  t. 
wrong  molecular  "building  block 
duplicate  itself.  And,  he  adds,  31 
doesn't  produce  the  harsh  side  effec 
that  other  therapies  can  provoke.  CI 
ical  tests  on  3TC  are  expected  to 
completed  by  early  1994,  after  whi 
Glaxo  will  seek  FDA  approval  to  mi 
ket  it  in  the  U.  S.  Dr.  Gillard  .says  3' 
also  can  be  used  to  treat  hepatitis  I 
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lart  business  people  recognize  value  for  money.  1994 
;inessWeek  planners,  at  30%  off  the  regular  price,  represent 
/  value  for  money.  Available  separately  or  in  matching  black 
/ed  leather  Sets.  The  design  is  sleek  yet  practical,  with 
nonth  calendars,  week-to-view  appointment  spreads,  and 
iprehensive  travel  &  business  information  sections. 
!se  are  planners  with  a  plus. 


1  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner, 
y  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
;ish  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
rds,  and  silver-edged  pages.  Full 
le  stamping  is  complimentary. 


ietails  on  customization  options  and  special 
tity  discounts  call  Amanda  Kane  on  201-461-0040 
:  and  workmanship  fully  guaranteed  or  your  money  back 
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TOLL-FREE  800-247-2570 

In  Iowa  «00  :i62-2S6(l 
Ask  Operator  18  for  Dept  BC4HP4 
We  honor  AmEs'Diners/Visa.'Masterrard 
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Tel 


1  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
stomization  options, 

ill  name  for  blocking  

ip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 

pt  BC4HP4  PO  Boxl597.  Fort  Lee.  NJ07024.  USA  Fax:  201  461  9808  or 

')  Box  13,  Great  Missenden.  Bucks  HP16  OPZ  ENGLAND  Fax:  44  494  890757  or  Suite  C,  22nd 
jor,  Yiko  Industrial  Building.  10  Ka  Yip  Street.  Chaiwan.  HONG  KONG  Fax:  852  5589246 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


BW207 


BWlOl 


Reffular  Price 


US$95,00 


Your  Price 


US$32.95 


US$24,95 


US$12.95 


US$95  00 


Quantity 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Boxed  for  gift  presentation  with  compiunentary  silver  blocking  of 
your  name  on  both  items) 


Pnm  include  delivery  by  surfa  'e  mail 
but  do  not  include  local  duties  or  taxes 
Delivery  commences  September  1993 


Personalization  US$4  75  per  item 
Handling  &  Packing  US$2.25  per  item 


D  Check  enclosed  payable  to  'BusinessWeek  Planner' 
D  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  Charge  to  □  AmEx    □  Diners  Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax 
UK  Residents  add  VAT 


TOTAL  US$ 
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TELECOMMUNICATIONS  I 


IT'S  A  MAD,  MAD,  MAD,  MAD 
WIRELESS  WORLD 


As  FCC  restraints  fade  and  new  technologies  emerge,  a  host  of  rivals  are  scrambling  for  riches 


It  has  shades  of  the  '49  Califoz'nia 
Gold  Rush.  But  this  time,  the  pre- 
cious commodity  is  airwaves.  There's 
a  fortune  to  be  made  in  providing  truly 
untethered  communications— so  people 
can  stay  in  touch  anytime,  anywhere. 
That's  why  entrepreneurs  and  corporate 
moguls  alike  are  hustling  to  stake  a 
claim.  The  fever  is  evident  on  Wall 
Street.  While  they  have  fallen  from 
record  highs,  shares  in  wireless  upstarts 
have  soared— Nextel  Communications 
Corp.  is  up  to  42!4,  triple  its  52-week 


low,  while  Dial  Page's  shares  are  up 
more  than  six  times,  to  53%. 

The  wireless  boom  that  began  with 
cellular  phone  systems  has  accelerated 
as  new  technologies  emerge.  In  Septem- 
ber, the  Federal  Communications  Com- 
mission set  off  a  mad  scramble  with 
plans  to  auction  a  huge  swath  of  spec- 
trum for  the  wireless  personal  communi- 
cations services  (PCS)  that  could  chal- 
lenge local  phone  systems.  In  early 
November,  Motorola  Inc.  laid  the 
groundwork  for  a  national  wireless  sys- 


tem to  compete  with  cellular  when 
sold  its  specialized  mobile  radio  (SM 
systems  (used  mostly  for  dispatchii 
cabs  and  delivery  vehicles)  to  Next 
Dial  Page,  and  CenCall  for  stock  valu 
at  $3  billion.  Everybody— from  Americ 
Telephone  &  Telegi-aph  Co.,  which  h 
agreed  to  pay  $12.6  billion  for  McC^ 
Cellular  Communications  Inc.,  to  Japai 
Sony  Corp.— is  investing  in  wireless. 

The  lure  is  a  market  that  in  the  U. 
alone  will  triple  from  $14  billion  in  19 
to  $4.5  billion  by  2002  as  the  number 


THE  RUSH  TO  STAKE  WIRELESS  CLAIMS 


System/Ployers 


How  it  works 


EHHANCED  CELLULAR 

Baby  Bells,  AT&T  (through  McCaw 
Cellular),  GTE,  Sprint,  others 


By  adding  radio  equipment  and  moving 
to  digital  technology,  carriers  can  greatly 
expand  number  of  customers  they  can  serve. 


Ubiquitous  coverage,  established  customer  base,  but 
warring  digital  standards  and  patchv/ork  ownership 
make  it  tough  to  provide  seamless  nationwide  roaming. 


ENHANCED  PAGING 

Most  Baby  Bells,  SkyTel  (MTel), 
PageNet,  EMBARC  (Motorola) 


New  technology  added  to  the  radio-based 
systems  will  allow  two-way  paging,  so 
customers  can  acknowledge  receipt  of  a  page. 


Old  but  still  popular,  reliable,  and  cheap;  adding 
limited  two-way  capability  may  spur  further  grov/th. 


SPECIALIZED  MOBILE  RADIO  (SMR) 

Nextel,  CenCall,  Dial  Page 


These  local  voice-dispatch  networks,  used 
by  truckers  and  taxis,  will  be  converted  into 
cellular-like  systems  through  new  digital 
technology  from  Motorola. 


Handles  voice  and  paging  messages  in  one  pocket- 
size  phone,  it  also  should  allow  easy  nationwide 
roaming.  But  digital  cellular  could  catch  up. 


RADIO-BASED  DATA  NETWORKS 

ARDIS,  a  joint  venture  of 
Motorola  and  IBM;  Ram 
Mobile  Data,  a  joint  venture 


Nationwide  system  of  radio  towers  sends 
text  to  handheld  computers. 


Sends  long  data  files  efficiently  and  cheaply 
by  transmitting  them  in  bursts,  or  packets.  But  it 
faces  competition  from  cellular  and  SMR,  which  also 
will  offer  voice  calling.  No  voice  transmission  yet. 


PERSONAL  COMMUNICATIONS 
SERVICES  (PCS) 

Likely  players  include  Baby  Bells,  GTE, 
long-distance  carriers,  cable-TV 
operators,  startups 


Like  cellular,  but  uses  lower-powered  radio 
transceivers  spaced  closer  together,  for 
higher  capacity  and  presumably  lower 
customer  costs. 


Licenses  won't  be  auctioned  until  spring.  PCS 
operators  could  overspend  for  air  rights,  and 
they  must  catch  up  with  other  wireless  providers. 
Market  potential  uncertain. 


SATELLITE 

American  Mobile  Satellite,  Orbital 
Communications,  Iridium  (consortium 
including  Motorola,  Sprint,  and  Sony) 


Will  use  relatively  inexpensive  satellites 
to  send  and  receive  voice  and/or 
data  to  handheld  devices  around 
the  country  or 
the  globe. 


Expensive  to  put  in  place,  which  may  result  in  costly 
rates;  rise  of  seamless  cellular  networks  could  limit 
its  appeal. 


128  NOVEMBER  29,  1993 


INFORMATION  PROCE: 


hi .  rg  •  Panama  City  *  Raleigh/Durl 


*  L'tica  •  Rochester  •Los  Anj 

irt*Buffah 


Isburgh 
BstPa'^^each 


Now  there's 
a  cellular  service 

that  can  go 
as  many  places 
as  you  do. 


Introducing  MobiLink, 
a  new  standard  in 
:ellular  service. 
VIobiLink  gives 
/ou  nnore  coverage  to 
more  cities  and  towns 
:han  you  ever 
:hought  possible 

That's  because  leading 
cellular  communications 
:ompanies  across  the  U.S.  and  Canada 
lave  come  together  to  create 
he  most  extensive  cellular  service 
5ver.  And  that's  not  all. 


You  also  get  simpler, 
hassle-free  calling,  24- 
hour  customer 
service,  and 
service  centers  in  literally 
hundreds  of  locations. 

And  if  you're  not 
completely  satisfied 
with  our  quality  of  service, 
you  get  a  free  cellular  call.* 
Only  MobiLink  service  offers  all  this. 

To  order  service  today,  call  your 
local  MobiLink  service  provider  at 

1-800-995-4000. 


MobiLink 

It's  simply  the  way  to  communicated 


MobiLink  Partners  ALLTEL  Mobile  Communications,  Inc ,  Ameritech  Mobile  Communications.  Bell  Atlantic  Mobile,  BellSouth  Mobility  Inc  ,  CommNet  2000,  Sprint  Cellular,  Century  Cellunet, 
GTE  Mobilnet,  Contel  Cellular  Inc ,  Mobility  Canada,  NYNEX  Mobile  Communications,  PacTel  Cellular,  Rochester  Tel  Mobile  Communications,  SNET  Cellular,  US  WEST  Cellular 
"Guarantee  does  not  apply  to  equipment  or  service  prices  Any  such  tree  call  will  be  provided  by  your  home  market  MobiLink  service  provider  and  will  be, 
at  a  minimum,  equal  in  value  to  a  call  of  average  length  at  peak  rates.  Other  restrictions  may  apply  Contact  your  MobiLink  service  provider  for  more  information. 


IBM   Net  working 


TheifaberrBn.sarewnedasloiW>w  ADC  ADC  reietommunicaicini  mc  Af>{>iei3ii.  and  Mac  Apple  Compurer  inc  DEC  anri  DEC  VAi  L«giiai  Equipnienilofci  CatpiH^' Cale'piiidf  iiv  MP  Mfwifit  Packdifl  Co'p  S'-n  iu"  Mit'Oiysiems  in.-  uNi*  UM»  Sy^tenii  LatxyaloneMfiL  PS/^  a'l'J  NetView  iBM  Coip  ,c  199J  i6W 


Getting  all  the  beasts  to  behave 
takes  real  expertise. 

Computer  networks  come  in  many  dillerent  species,  and  llie\  don't  alwavs  get  along 
Conflicts  between  multivendor  networks  can  turn  vour  business  into  a  real  zoo. 

I  hings  got  this  wav  because  networking  standards  evolv<Ml  on  separate  paths  lor 
reaching  dillerent  goals,  ikit  today's  goal,  esj)ecially  in  client/ser\er  en\  iroimients,  i; 
to  j)ull  things  together,  and  nobody  can  help  vou  do  it  better  than  1  B\l.  We  ve  built 


wro  rniworks  than  anvoric  (over  2()(M)()0).  and  wv  w  l)uill  all  kinds.  And  we  support 
II  the  leading  standards,  not  just  with  words,  hut  witli  solid  [)rodu('ls  and  services. 

So  if  you  have  a  DKC"  syst(MTi  in  one  departnuMit,  Appletalk  in  another,  IBM 
neckout  lines  in  stores  and  a  supplicM*  with  UNIX  workstations,  we  can  make  them  a 
'am.  And  we'll  not  ordv  integrate  vour  networks,  we  can  help  you  manage  them,  too. 

For  the  luture,  weVe  forming  alliances  with  many  ol  our  competitors.  You  want 
"oducts  that  communicate  alter  vou  huv  them,  so  weVe  talking  to  each  otiier  now. 

We'd  also  like  to  hear  from  customers  like  vou,  1  or  Caterpillar,  IBM  NetView  is 
anaging  lourtcMMi  kinds  ol  ni^tworks  as  it  thev  were  one.  For  ADC  relecommunica- 
)ns,  weVe  designing  a  network  ol  IBM  mainlrames,  PS/2  s,  Macs  and  DFC  VAX's, 

us  Sun"  and  IIP  workstations,  using  such  diverse  protocols  as  IXMVIP,  SNA  and 

I 

)pletalk,  over  Fthernet  and  loken-King. 

To  K^arn  more  ahout  how  we  can  help  vou.  call  us  at  I  800  IBM-6676,  ext.  725. 


Iheres  never  been  a  better  time  to  do  business  with 


When  the  BEST 

in  the  BUSINESS 
TEAMUPJOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC'sMoneyTalkhas 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 


MoneyTalk 


Monday  -  Friday  7:30PM  (ET) 

€NBC 


Money  All  Day.  Talk  All  Night. 


BusinessWeek 


Beyond  iieirs.  lutelli;^e)iCi'. 


For  cable  channel  call  1-800-SM ART-TV 
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wireless  callers  swells  from  40  million  to 
90  million,  according  to  Arthui'  D.  Little 
Inc.  That's  why  scores  of  players  are 
ci'afting  new  systems  using  variations 
on  a  half  dozen  or  so  wireless  technolo- 
gies, including  cellular,  paging,  SMR,  and 
satellite  (table,  page  128).  With  new  dig- 
ital technology  it  is  possible  to  adapt 
all  sorts  of  wireless  systems  for  any- 
time/anywhere communications.  That's 
how  Nextel  and  the  other  SMR  operators 
plan  to  compete  with  cellular. 
DARWINIAN  SHAKEOUT.  But  Only  a  few 
systems  will  make  it:  In  a  ty]jical  urban 
area,  says  ADL  Senior  Consultant  Barry 
Goodstadt,  only  four  services— including 
the  two  existing  cellular  systems— can 
make  a  reasonable  retimi.  But  perhaps  a 
dozen  competitors  will  try.  "That  means 
a  lot  of  people  are  going  to  go  under," 
he  warns. 

Not  before  a  lengthy,  Darwinian 
struggle,  though.  The  investment  in 
new  networks  will  be  huge,  but  prices 
will  have  to  be  low  to  create  a  mass 
market— and  will  be  driven  lower  as 
competition  increases.  Says  John  E. 
Rooney,  president  of  Ameritech  Cellular 
Services:  "I'm  going  to  fight 
everybody  out  there  for 
every  customer." 

Until  recently,  such  a 
free-for-all  would  have 
been  unthinkable.  Ti-adi- 
tionally,  the  FCC  divvied  up 
the  air  space  for  specific 
purposes.  SMR  operators 
were  largely  restricted  to 
dispatch  services  and  cellu- 
lar carriers  to  mobile 
phone  calling.  The  FCC  is 
easing  such  constraints, 
and  digital  technology  is 
blurring  the  distinctions 
between  the  networks. 
Even  networks  that  now 
caiTy  simple  paging  signals 
could  in  theory  be  upgi'ad- 
ed  to  caiTy  voice,  too.  Sim- 
ilarly, new  signaling  sys- 
tems will  enable  cellular 
operators  to  carry  paging. 

Wlio  will  come  out  on  top?  The  cellu- 
lar operators  have  a  significant  head- 
start.  One  big  advantage  is  the  amount 
of  spectrum  they  have  to  work  with. 
The  FCC  has  allotted  50  megahertz  for 
each  cellular  market  but  only  12.5  Mhz 
for  SMR,  for  instance.  That  extra  band- 
width gives  them  the  channels  to  serve 
more  customers  and  makes  it  easier  for 
cellular  operators  to  cram  in  more  ser- 
vices. In  addition  to  paging,  they  are 
getting  further  into  wireless  data  com- 
munications wath  a  standard  called  Cellu- 
lar Digital  Packet  Data  (CDPD),  which 
takes  advantage  of  the  natural  pauses  in 
conversations  to  send  bursts  of  data. 


Radio-dispatch 
systems  could 
build  a  national 
network  to 
compete  with 
cellular 
operators 


Also,  after  a  decade,  cellular  operate 
are  "well  down  the  cost  curve"  with  bo 
phones  and  network  equipment,  not 
Eric  Ensor,  associate  director  of  worl 
wide  wireless  strategy  for  BellSou 
Corp. 

Cellular  doesn't  have  a  lock,  howev( 
New  wireless  services  will  mean  pri 
pressure:  When  PCS  ser\'ices  started 
London,  cellular  carriers  slashed  rat( 
The  same  could  happen  here,  beginni 
in  1995.  Also,  cellular  operators  mi 
navigate  a  risky  transition  to  digil 
technology.  Digital,  which  can  pack  mo 
calls  over  the  same  number  of  channe 
could  be  a  big  help  in  easing  capaci 
problems.  But  cellular  operators  are 
to  install  digital  systems  that  use  t\ 
different,  incompatible  technologies,  co 
plicating  the  creation  of  seamless  connc 
tions  between  regions. 

That  could  provide  an  impoilant  op( 
ing.  The  three  SMR  operators  allied  wi 
Motorola  "have  a  unique  opportunity 
build  a  single  system  nationwide,"  sa 
Nextel  Vice-President  -Jack  A.  Markt 
By  deploying  new  digital  gear  from  IV 
torola  and  working  together  to  enal 
customers  to  use  each  other's  networ) 
the  SMR  triumvirate  pro 
ises  a  system  that  ev( 
tually  will  provide  voi 
ata,  paging,  and  dispat 
services  over  the  sai 
network— and  over 
smgle  phone.  Nextel 
working  out  the  final  bi 
in  its  first  digital  syst( 
in  Los  Angeles  and  w 
put  customers  on-li 
starting  .Jan.  1. 
ROLLS  ROYCES.  A  natioi 
system  is  another  matt 
The  companies  must  m£ 
huge  capital  outlays 
convert  from  trunked  s; 
terns,  where  all  inforn 
tion  flows  into  and  fa 
out  of  a  central  transre 
sion  point,  to  webs  of  ( 
lular-like  transmitting  s 
tions.  Installing  about  125  cell  sites 
Los  Angeles  alone  will  cost  Nextel 
million.  With  a  hot  stock,  debt  sal 
and  equity  investments  from  the  likes 
Motorola,  Comcast,  and  Matsushita,  N 
tel  says  financing  won't  be  a  problen 
The  most-publicized  threat  to  cellu 
may  be  PCS  networks.  These  systems 
microcells— using  a  series  of  low-pov 
devices— could  provide  a  single  phc 
for  mobile  and  at-home  use.  But  PCS  \ 
be  a  late  starter  and  expensive  to  bu 
And  there  are  at  least  four  competi 
PCS  technologies,  making  for  a  poteni 
compatibility  nightmare. 

Worse,  "there's  nothing  these  n 
works  can  do  that  cellular  can't  alret 
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i,"  insists  Joseph  McMonasle,  South- 
jstern  Boll  Corp.'s  associate  director  of 
rategic  business  development.  Cellii- 
•  operators  can  add  their  own  micro- 
llular  setups  in  their  existing  frecjuen- 
;s.  Southwestern  has  sold  60  of  its 
eedom  Link  systems,  which  put  micro- 
11s  in  luiildings  or  on  campuses.  Also, 
llular  carriers  are  determined  to  snap 
PCS  licenses. 

In  the  short  run,  at  least,  the  costs  of 
'ferent  technologies  may  organize  the 
irket  in  a  hierarchy.  The  most  deluxe 
reless  networks  will  be  the  satellite 
tups  fi-om  operators  such  as  Ameri- 
n  Mobile  Satellite  and  Iridium,  a  $3.4 
llion  Motorola  project  that  has  the 
eking  of  Sony  and  Sprint,  among  oth- 
s.  Iridium  promises  communications 
any  point  on  the  globe— for  $3  per 
nute  vs.  30<P  on  cellular. 
The  Chevy  to  satellites'  Rolls  Royce  is 
ging,  the  oldest  wireless  technology 
d  the  most  limited.  Pagers  will  contin- 
to  be  lighter  and  cheaper  than  other 
reless  devices.  But  pagers  are  learning 
w  tricks,  too.  With  bigger  sci'eens, 
jy  now  can  receive  more  information, 
duding  stock  quotes,  news  updates, 
d  other  short  messages.  Next  year, 
yTel  Corp.  plans  two-way  paging. 
lA^NLY  HOPES.  And  while  cellular  car- 
rs  experiment  with  the  CDPD  system 
handle  packets  of  data,  wireless  data 
items  are  getting  more  sophisticated, 
e  biggest  are  Ram  Mobile  Data  Ltd.,  a 
at  venture  of  Ram  Broadcasting  and 
llSouth,  and  ARDIS,  owned  by  IBM  and 
itorola.  Both  offer  two-way  data  com- 
inications  over  special  handheld  com- 
;ers.  "We're  convinced  there's  a  very 
ong  data-only  market  out  there,"  says 
arles  E.  Nahabedian,  Ram's  vice-pres- 
nt  for  network  business  development, 
e  market  has  been  mostly  mobile 
rkers— field  technicians  or  sales  reps— 
:  the  carriers  have  high  hopes  for 
)roader  market  with  electronic-mail 
vices. 

however  it  plays  out,  getting  there 
m  here  won't  happen  overnight,  nor 
1  it  be  easy.  Some  technical  challeng- 
remain  formidable.  To  build  a  mass 
rket,  for  instance,  the  industry  must 
'elop  lots  of  complex  software  to  let 
ompatible  networks  and  technologies 
nect  with  each  other,  making  wireless 
easy  for  callers  to  use  as  the  wired 
me  system. 

I  i,ven  if  there's  an  eventual  tendency 
1  'ard  convergence  in  technology  and 
vices,  one  size  won't  ever  fit  all.  As 
h  banking,  restaurants,  or  any  other 
sumer  service,  customers  will  want 
;  of  choices— which  means  opportu- 
i  for  would-be  wireless  wonders.  But 
the  '49ers  learned,  plenty  of  what 
?s  like  the  real  thing  will  turn  out  to 
fool's  gold. 

By  Lois  Therrien  in  Chicago 


T.  Rowe  Price  International  Stocic  Fund— one  of  the  oldest  and 
largest  international  funds — could  he  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  hokhngs  could  help  increase  your  return 
potential  by  providing  exposure  to  potentially  stronger-performing 
foreign  markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  rating  (****)  for  its  risk-adjusted  perfor- 
mance. $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-8462 


h}vc<f  With  Ci'iifnlcii 

TRoweftice 


ISF020181 


International  investing  has  special  risks,  including  currency  fluctuations.  There  is  no  guarantee  that 
the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guarantee  future  results.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  9/30/93.  These  ratings  may 
change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average  annual  returns 
w/ith  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month 
Treasury  bill  monthly  returns.  10%  of  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars.  Request  a  prosoectus  with  more  complete  information,  including  management  fees 
and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price 
Investment  Services.  Inc.,  Distributor, 


The  best  way  to  tighten  your  belt . . . 

NordicTrack! 


Order  by  December  10*  to 
receive  your  NordicTrack 
.■  ■  by  Christmas. 
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NordicTrack  burns  more  fat. 
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Diets  alone  don't  work. 

Crash  diets  can  slow  your  meiabolism. 
hut  NordicTrack  raises  it.  So  \ou  burn 
more  ealones  —  e\en  w  hile  mili  rest. 

.^O-day  ill-home  trial' 
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We  re  Chciiii^iiig  the  Shape  of  Aiiieneii 
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with  \oriiicTrack?  Call  today: 


4.' 


l-800-442-78jmK^ 
FREE  Information 


J  Pletise  seiiil  Die  u  tRFE  hvochtire 
J  Also  a  rREIi  VHS  ruleoliipe 


ne  ( 

1 

rt 

Sl.ilr 

Seiullo:  .\'(HxlitTrjil<.  Depi  H.iK.i 
III!  l\M\cy  Ud.kL  ehjsk.i.  Ssils-'Ss 


•VIATION  PROCESSING 


BUSINESSWEEK/NOVEMBER  29,  1993  133 


overnment 


POLITICS  I 


CAN  JOEL  HYATT  KEEP  OHIO 
METZENBAUM  COUNTRY? 


The  legal-chain  chief  vies  for  his  father-in-law's  Senate  seat 


The  upscale  ci'owd  gathered  for  the 
Beachw(X)d  (Ohio)  Chamber  of  Com- 
merce lunch  is  the  sort  of  consei'va- 
tive  business  gi'ou])  that  Democratic  Sen- 
ator Howard  M.  Metzenbaum  loves  to 
hate.  But  with  Metzenbaum,  a  million- 
aire who  nevertheless  bashes  the  rich 
and  powerful,  retirinj^  next  year,  the 
scramble  is  on  to  fill  his  seat.  On  this 
sunny  November  Wednesday,  the  sul)ur- 
ban  Cleveland  business  gi'oup  listens  at- 
tentively as  the  early  front-runner— a 
successful  entrepreneur 
seeking  public  office  for 
the  first  time— praises  fi'ee 
enterprise  and  warns  of 
the  evils  of  government 
re,gulation. 

•Joel  Z.  Hyatt  certainly 
doesn't  sound  like  Metzen- 
baum—who  haiipens  to  he 
his  father-in-law.  But  Hyatt 
isn't  pushing  his  family 
ties.  He's  already  known 
to  TV  viewers  coast  to 
coast  as  the  smiling  pitch- 
man for  Hyatt  Legal  Ser- 
vices, the  chain  of  discount 
law  offices  he  founded. 
NO  SHOO-IN.  Hyatt's  name 
recognition,  wealth,  and 
media  skills  make  him  ;i 
fomiidable  contender.  Met 
zenbaum  didn't  announce 
his  retirement  until  June 
29.  discouraging  rivals 
from  entering  the  field. 
And  Hyatt  has  raised 
more  money  than  all  othei- 
contenders— of  both  par- 
ties—combined. Still,  the  43-year-old  Hy- 
att is  no  shoo-in.  Many  Democratic  oper- 
atives complain  that  Hyatt  has  never 
toiled  in  the  trenches.  Others  gruml>le 
al)0ut  a  Metzenbaiun  dynasty.  And  Hyatt 
is  scjuishy  on  important  issues.  He  sup- 
ports health-:-are  reform,  for  example, 
l)ut  won't  commit  to  the  Clinton  plan  or 
any  specific  alternative.  He  says  he's 
skeptical  of  govern  ment  involvement  in 
l)usiness  but  adds  that  Washington  can 
play  a  useful  role  in  creating  jobs  and 
protecting  workers'  rights. 

Joel  Hyatt  has  dreamed  of  a  Senate 
seat  for  a  long  time- though  not  always. 


The  son  of  David  Zyllierberg,  a  Polish 
engineer  who  escaped  the  Holocaust  by 
emigrating  to  the  U.S.  in  1939,  Hyatt 
wanted  to  l)e  a  ba.seball  player.  "By  the 
time  I  was  in  high  school,  I  knew  I 
wouldn't  hit  the  ciu've  ball  well  enough  to 
get  into  the  big  leagues,"  he  says.  "That's 
when  I  knew  I  would  be  involved  in  poli- 
tics." Hyatt  went  to  Dartmouth  CoHege 
and  Yale  University  Law  School.  He  met 
his  future  wife,  Susan  Metzenbaum,  on  a 
blind  date.  In  197ti.  Susan's  father,  a 


Rifkind,  Wharton  &  Garrison  to  create 
storefront  pr-actice.  His  audacious  gar 
ble:  Use  television  to  sell  the  middle  cla 
on  getting  cheap  wills  and  divorces  fro 
offices  located  in  high-traffic  shopping 
eas  and  open  evenings  and  weekenc 
His  white-shoe  colleagues,  Hyatt  recal 
"really  thought  it  was  a  crazy  idea." 

Hyatt  laughed  all  the  way  to  the  Ixin 
Hyatt  Legal  Services  "was  a  good  id 
whose  time  had  come,"  says  consum 
attorney  Con  Hitchcock.  Tlie  rapid  gi'ow 
continued  into  the  1980s,  when  H&R  Bio 
Inc.  acquired  the  right  to  manage  t. 
business  for  $2  million.  Hyatt  stayed  on 
run  it.  But  expansion  brought  problem 
Some  customers  complained  of  poor 
vice,  wliile  employees  groused  about  k 
pay  and  overwork.  After  losing  $11.3  ir 
lion  on  the  investment,  H&R  Block  so 
the  liusiness  in  1987  to  a  gi'oup  that 
eluded  Hyatt  and  Texas  investor  Robe 
Bass.  "When  you  have  a  hot  idea,  y^ 
want  to  move  as  quickly  as  you  can,"  i| 


s 

RESUME 

BORN:  May  6,  1 950,  Cleveland 

EDUCATION:  Dartmouth,  Yale  Law 

EXPERIENa:  Founded  Hyatt  Legal  Services 
in  1 977;  sold  its  assets  to  H&R  Block  in 
1 980.  Expanded  the  chain  to  600  lawyers 
before  retrenching  in  Icite  1 980s.  Repur- 
chased it,  with  other  investors,  in  1 987. 


POUTICAI  PHilOSOPHY:  Calls  himself 
"principled  pragmatist,"  liberal  on  s 
sues,  moderate  on  economics.  Esch 
ontibusiness  liberalism  of  father-in-l 
Senator  Howard  Metzenbaum. 


POTENTIAL  SENATORIAL  OPPON 

Democrats  include  Cuyahoga  Cqu 
Commissioner  Mary  O.  Boyle  and 
Representative  Marcy  Kaptur;  Republic 
include  Lieutenant  Governor  Michael 
DeWine,  former  NIH  Director  Bernadini 
jipglv.  State  Senator  Eugene  Wqtts. 


DATA:  BUSINESS  WEEK 


Cleveland  parking-lot  magnate  and  two- 
time  Senate  loser,  named  his  2(i-year-<)ld 
.son-in-law  as  camjjaign  manager. 

Hyatt— who  switched  his  middle  and 
last  names  after  law  school— ran  a  cam- 
paign that  relied  on  TV  advertising  rather 
than  field  organizing,  a  dramatic  sti-ategic 
shift  for  Midwestern  Democrats  at  the 
time.  His  approach  was  vindicated  when 
Metzenbaum  ousted  Reiniblican  Robert 
A.  Taft  Jr. 

Hyatt  never  lost  his  fondness  for  TV.  In 
1977,  after  the  U.  S.  Supreme  Court 
cleared  the  way  for  lawyers'  advertising, 
he  left  the  New  York  firm  of  Paul,  Weiss, 


fleets  Hyatt.  "We  overtaxed  the  manas. 
ment  team." 

Hyatt  has  restructured  his  conijiai 
closiiig  some  unjirofitalile  storefi-onts  a 
concentrating  instead  on  higher-marg  ? 
prepaid  legal  plans  offered  as  a  benefit 
many  employers.  Cust<jmers  include  P(| 
siCo,  American  Telephone  &  Telegrajj 
John  Deere,  and  General  Motors.  Hyil 
l)redicts  "explosive  growth"  for  Hyatt  I 
gal  Plan,  which  now  covers  about  1  n  ^ 
lion  workers. 

But  the  76-year-old  Metzenlxmm's  dc 
sion  to  retire  jjromi)ted  Hyatt  to  trade 
law  l)Ook  for  politics.  Some  observers  £ 
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^LIBRARY 

c^M  nee,  tmuiusat.  fOAU-2PM 


The  library  of  Presidio,  Texas,  has  one 
ng  going  for  it  many  larger  libraries 
n't.  The  power  of  Sprint  comnninica- 
■ns  technology. 

Sprint  connects  the  library's  computer 
th  information  providers  all  across 
'  country.  Which  means  residents  of 

^'993  Sprint  Commiinicaiions  Company  L  P. 


this  small  Texas  town  can  instantly 
access  world  news,  play  the  stock  market, 
even  browse  the  Libraiy  of  Congress 
nearly  2.000  miles  away.  All  without 
leaving  town. 

Just  goes  to  show  you  that  these  days, 
even  in  the  middle  of  nowhere,  you  can 


be  just  about  anywhere  at  all. 

If  you  have  the  right  communications 
compcmy  that  is.  For  more  information , 
call  1-800- PIN-DROP. 


Sprint 

Be  there  now. 


airs 


What  price  pollution?  New  methods  try  to  calculate  it  to  the  doll; 


skeptical  about  his  c-haiires.  A  University 
of  Cincinnati  poll  released  Nov.  15  showed 
that  while  Hyatt  leads  all  potential  Dem- 
ocratic and  Republican  rivals,  46%  of 
those  who  had  an  opinion  viewed  him  un- 
favorably. "He  gets  tarred  with  the  image 
of  being  an  ambulance-chasing  lawyer," 
says  poll  director  Alfred  J.  Tuchfarber. 

To  win  the  nomination,  Hyatt  must  de 
feat  Cuyahoga  County  Commissioner 
Mary  0.  Boyle,  a  skilled  gi"ass-roots  poli- 
tician who  is  hojjing  to  tap  her  traditional 
coalition  of  lal)0i',  environmentalists,  edu- 
cation activists,  and  women's  gi'oups.  Rep- 
resentative Marcy  Kaptur,  a  rising  Dem- 
ocratic star,  could  try  to  parlay  her 
high-profile  NAFTA  opposition  into  a  Sen- 
ate seat  but  may  decide  not  to  risk  hei- 
safe  House  seat. 

HEALTH-CARE  SNARE.  Republicans,  mean- 
while, see  the  race  as  one  of  their  best 
chances  to  capture  a  Democratic  seat. 
GOP  fi'ont-runner  Michael  DeWine,  Ohio's 
lieutenant  governor,  is  the  favorite  of  local 
party  appai'atchiks.  Fonner  National  Insti- 
tutes of  Health  Director  Bernadine  P. 
Healy  is  a  dark  horse  who  has  tapped 
into  what  promises  to  be  the  hottest  polit- 
ical issue  of  1994:  health  care.  And  State 
Senator  Eugene  Watts  is  trying  to  build  a 
coalition  of  conservative  activists  and  busi- 
ness leaders. 

Hyatt  is  seeking  to  capitalize  on  his 
business  background  without  alienating 
the  unions  that  formed  the  backbone  of 
the  Metzenbaum  organization.  The  candi- 
date calls  his  approach  "principled  prag- 
matism." Reluctant  to  attack  his  father- 
in-law's  antibusiness  record,  Hyatt  says 
their  differences  would  be  stylistic  and 
generational  more  than  philosophical. 
But  others  see  major  differences  be- 
tween the  two  men.  "Howard  Metzen- 
baum is  a  symbol  of  class-warfare  poli- 
tics," says  Cleveland  attorney  Robert  R 
Duvin,  a  conservative  Republican.  "Joel 
comes  from  a  whole  diffei'ent  life  experi- 


"He  gets  tarred  with  the 
image  of  being  an 
ambulance-chasing  lawyer," 
says  one  polling  expert 


ence.  He's  less  suspicious  of  business." 

Hyatt  is  well  aware  of  the  public's  dis- 
dain for  attorneys.  He  got  a  laugh  when 
he  told  the  Beachwood  Chamber  of  Com- 
merce: "I  daresay  I  know  more  lawyer 
jokes  than  any  of  you."  To  win,  Hyatt 
must  conxanee  voters  that  he's  more  than 
a  punch  line.  That  means  selling  himself 
as  an  innovative  businessman  who  has 
created  jobs,  not  just  another  TV  lawyer- 
with  family  connections. 

By  Richard  S.  Dunham  in  Cleveland 


How  much  value  does  the  public 
place  on  being  able  to  see  from 
one  side  of  the  Grand  Canyon  to 
the  other?  How  much  recreational  enjoy- 
ment is  lost  when  beaches  are  closed  to 
the  public  because  of  pollution?  And 
what  is  the  life  of  a  sea  otter  worth? 

These  and  other  questions  like  them 
seem  all  but  unanswerable.  Yet  they  are 
l)ecoming  part  of  another  layer  of  en- 
foi'cement  and  potential  liability  in  some 
of  the  lai'gest  pollution  cases  being 
played  out  between  regulators  and  com- 
panies. At  issue  is  a  controversial  tech- 
nique known  as  contingent  valuation  in 
which  a  cross  section  of  individuals  is 
asked  how  much  it  values  particular'  nat- 
ural resour'ces.  The  responses  are  used 
increasingly  by  regulators  to  force  com- 
panies to  pay  hefty  fines  to  compensate 
the  pu!)lic  for  damages  to  resources  that 
are  in  some  cases  neither  replaceable 
nor  easily  quantifial)le,  such  as  migrato- 
ry birds,  marine  life,  or  forests. 
BIGGER  CHECKS.  Contingent  valuation  is 
just  one  of  the  ways  federal  and  state 
r'egulators  are  broadening  their  approach 
to  enforcing  a  gr"owing  body  of  environ- 
mental laws.  Now,  instead  of  simply  be- 
ing held  liable  for  punitive  fines  and 
cleanup  costs,  corporations  are  more  of- 
ten being  called  upon  to  pay  for  restor- 
ing the  environment  to  the  way  it  was 
before  being  damaged.  They  are  also 


being  asked  to  shell  out  funds  to  p] 
vent  future  injuries  to  the  environme 

For  businesses,  these  e>:panding  vie 
of  liability  can  translate  into  writing  q 
ger  checks.  According  to  an  Oct.  18  J| 
tice  Dept.  report,  states  and  the  fede 
government  have  collectively  r-ecovei] 
about  $175  million  from  companies 
pay  for  damages  to  natural  resourc 
not  including  $1  billion  paid  by  Exa 
Cor'p.  to  settle  the  Exxon  Valdez  casi 

In  New  York  alone,  state  regulatd 
say  they  have  collected  $12  million  mJ 
than  they  would  have  in  the  past  f| 
years  because  they  can  compel  comi 
nies  to  cover  current  and  future  dam] 
es  to  natural  resources.  "Parties  ua 
to  pay  nothing  for  these  things  becaJ 
they  were  considered  too  difficult! 
measure,"  says  Gordon  J.  Johnson,  dj 
uty  bui'eau  chief  of  the  New  York  Attj 
ney  General's  environmental  unit,  i 
if  fishing  yields  were  down  for  yea 
the  public  absorbed  the  losses.  Now,  i 
polluter  will  pay  for  them."  I 

New  York  obtained  its  extra  bootji 
part  by  using  a  computer  model  ma 
up  of  chemical,  biological,  and  econon 
data  to  estimate  losses  to  the  econoi 
and  ecosystems.  It  can  calculate  evel 
thing  from  the  mortality  of  shellfishj 
recreational  losses  fr-om  polluted  beacll 
New  York  used  the  model  to  compt 
damages  to  birds,  fish,  and  the  oca 
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FEW     WORDS      ON      WORD  PROCESSING 


Word  of  Mouth 

Advertising  doesn't  sell  software. 
Personal  recommendations  do.  Since  15  million  people  use 
our  word  processing  package,  it's  safe  to  say 
WordPerfect''  is  the  most  recommended  word  processor  in  history. 
And  will  continue  to  be,  given  the  rave  reviews  the  new 
WordPerfect  6.0  for  Windows  is  earning. 

Word  of  Honor 

Recommendations  win  customers, 
but  personal  service  keeps  them.  And  WordPerfect 
has  made  the  industry's  most  renowned 
commitment  to  technical  support, 
solving  99%  of  all  problems  on  the  first  call. 
Our  word-processing  customers  consistently 
award  us  the  highest  ratings  for  technical  service 
of  any  software  in  the  category. 

Word  of  Wisdom 

What  makes  an  application  popular  is  more  than  what's  in  the  box. 
That's  why  your  choice  of  a  software  company  is  just  as 
important  as  your  choice  of  software. 
Which  is  all  the  more  reason  to  choose  the  leader. 

WordPerfect 

s     o     F     T     W     A     R  E 


airs 


floor  following  a  1990  oil  spill  in  New 
York  harbor.  Of  a  $4  million  settlement, 
$3.3  million  is  earmarked  for  I'estoring 
natural  resources.  Other  states  and  the 
U.  S.  government  also  use  the  technolo- 
gy, though  data  bases  are  adjusted  to 
particular  geogi'aphical  areas. 

Environmentalists  and  enforcement 
agencies  cheer  the  contributions  made 
by  the  technology.  These  proponents  say 
the  computer  model  allows  for  a  more 
consistent— and  less  emotional— approach 
to  enforcement.  But  many  companies 
and  their  lawyers  contend  it  drastically 
overstates  damages.  They  say  it  is  un- 
able to  reflect  such  variables  as  changing 
wind  speeds  and  tides  that  can  affect 
the  scope  of  damages.  "The  criticisms 
made  against  this  model  by  the  scientif- 
ic community  are  substantial,"  says 
Charles  B.  Anderson,  an  expert  in  mar- 
itime and  environmental  law. 

Even  more  controversial  is  the  contin- 
gent-valuation method.  Although  the 
technique  is  now  employed  in  relatively 
few  cases,  wider  use  is  under  considera- 
tion. The  Interior  Dept.  and  the  Nation- 
al Oceanic  &  Atmospheric  Administra- 
tion (NOAA),  which  are  the  trustees  of 
the  nation's  land  and  marine  resources, 
are  currently  reviewing  the  accuracy  of 
the  technique.  Interior  conducts  dam- 
age assessments  under  the  Superfund 
law,  while  noaa  assesses  damages  to 
the  oceans  from  oil  or  toxic  spills  under 
the  Oil  Pollution  Act.  Seventeen  of  the 
largest  industry  groups  filed  comments 
with  Interior  in  September  that  oppose 
contingent  valuation.  Both  agencies'  reg- 
ulatory proposals  are  expected  by  the 
end  of  the  year. 

ALASKAN  SURVEY.  The  most  celebrated 
use  of  contingent  valuation  was  by  the 
state  of  Alaska  to  help  it  put  a  price 
tag  on  environmental  damages  in  the 
Exxon  Valdez  disaster.  A  group  of  1,400 
people  from  around  the  country  were 
asked  about  50  questions  to  find  out 
how  much  they  would  be  willing  to  pay 
to  prevent  a  similar  disaster  from  hap- 
pening again.  The  state  wanted  to  know 
how  people  who  had  never  visited 
Prince  William  Sound  valued  preserv- 
ing and  restoring  its  pristine  environ- 
ment. One  question  asks  whether  indi- 
viduals would  pay  a  one-time  charge  to 
have  oil  tankers  escorted  by  ships  can-y- 
ing  equipment  that  could  contain  spills. 

Extrapolating  from  the  results  of  the 
questionnaire,  researchers  estimated  that 
Americans  would  spend  nearly  $3  bil- 
lion to  avoid  another  accident.  "The  val- 
ue the  public  places  on  environmental 
resources,  even  though  they  don't  di- 
rectly use  those  resources,  turns  out  to 
be  a  fairly  large  sum  of  money,"  says 
Raymond  J.  Kopp,  who  worked  on  the 
Exxon  study  and  is  a  senior  fellow  at 


1 


THE  CHANGING  UNDSCAPE 
Of  ENVIRONMENTAL 
ENPORCEMENT 

UABIUTY  COMPANIES  fACE 

►Punitive  damages  for  criminal 
and  civil  environmental  violations 
►Costs  to  clean  up  contaminated 
sites 

►Fines  assessed  to  restore  the 
environment 

►Other  penalties  for  environmental 
intangibles,  such  as  the  loss  to  the 
public  for  not  being  able  to  use  a 
polluted  beach  or  for  damages  to 
natural  resources  that  camiot  be 
restored 

SOURCE:  BUSIHESSWEfX 


Resources  for  the  Future,  a  nonprofit 
research  institute  in  Washington. 

Many  environmental  activists  and  reg- 
ulators praise  the  technique  as  revolu- 
tionary. "This  is  currently  the  only 
means  by  which  to  put  a  dollar  amount 
on  resources  without  traditional  market 
value,"  says  Sai'ah  Chasis,  an  attomey  at 
the  Natural  Resources  Defense  Council, 
an  environmental  outfit.  Chasis  says  pol- 
luters must  pay  for  diminishing  the  pub- 
lic's enjoyment  of  natural  resources. 

But  a  growing  chorus  of  economists, 
industry  groups,  and  legal  exi^erts  blasts 
such  surveys  as  unreliable,  irrational, 
and  random.  "The  whole  thing  is  fun- 
damentally crazy,"  charges  Harvard  Uni- 
versity economics  professor  Zvi  Grilich- 
es,  who  was  a  consultant  to  Exxon. 
"Asking  a  housewife  in  Raleigh  what  a 
seal  is  worth  to  her  in  Alaska  doesn't 
strike  me  as  sensible." 

In  general,  Griliches  and  other  critics 
question  how  people  who  have  never 
used  a  resource  can  accurately  value  it, 
damaged  or  not.  To  bolster  the  point, 
Anderson,  the  maritime  legal  expert, 
highlights  surveys  such  as  one  done  in 
Texas  to  determine  what  residents 
would  personally  pay  to  protect  whoop- 
ing cranes.  The  average  amount:  $7.13. 
When  multiplied  by  the  state  popula- 
tion, that  totaled  $109  million— a  pay- 
ment Anderson  says  folks  would  never 
make  if  they  really  had  to,  even  though 


"You  don't  look  at  a  sunset," 
argues  an  oil-industry 
attorney  "and  say,  'Wow. 
That's  a  $50  sunset' " 


the  individual  amount  appears  so  sml. 

At  the  heart  of  the  criticism  Hes  e 
idea  that  it  is  impossible  to  calcuLe 
the  value  of  moral  and  spiritual  feelii;s 
people  have  for  the  environment.  "Th*e 
is  no  money  meter  that  accompanie  a 
person's  appreciation  for  the  enviri- 
ment,"  argues  Philip  A.  Cooney,  an  t- 
torney  at  the  American  Petroleum  In 
tute.  "You  don't  look  at  a  sunset.  ; 
say,  'Wow.  That's  a  $50  sunset.' " 
DIRECT  HELP.  Not  every  emerging  met!' 
used  to  safeguard  the  environment 
under  attack.  The  newest  get-tough  t. 
tics  at  the  Environmental  Protect  vi 
Agency  are  meeting  with  praise  fr- 
businesses  and  environmentalists  aii 
On  Oct.  13,  EPA  Administrator  Carnl 
Browner  announced  a  plan  to  ceiii 
ize  the  agency's  enforcement  macli 
and  to  unify  its  policing  operation.  F/ 
more  meaningful  is  the  EPA's  plan 
breathe  new  life  into  an  old  idea:  get  I ; 
companies  to  put  their  money  into  i 
grams  that  directly  benefit  the  envii : 
ment  rather  than  the  U.  S.  Treasury 

Traditionally,  fines  are  based  m 
company's  economic  gain  in  breal, 
the  law,  the  gi'avity  of  the  offense,  a 
in  some  cases,  the  damage  to  the  ci 
ronment.  But  now,  the  EPA  also  v.  a 
companies  to  use  their  money  U< 
prove  the  environment.  "To  keep  :-l 
ping  somebody  on  the  hand  saying  i 
this'  or  'pay  that'  doesn't  accomplisli 
job,"  says  Steven  A.  Herman,  the  i.i 
enforcement  chief.  "We  have  to  mi-e 
away  from  just  money." 

This  philosophy  already  has  secj 
into  the  EPA's  caseload.  In  May,  L< 
siana-Pacific  Corp.  agreed  not  onl> 
pay  $11.1  million  to  settle  a  case  li 
also  to  spend  $70  million  installing  p(  u 
tion-control  equipment  at  11  of  its  I; 
ities.  And  in  September,  CSX  Transj)!! 
tion  Inc.  agreed  to  pay  a  $3  mill: 
penalty  as  well  as  spend  $4.1  millim 
conduct  environmental  audits  at  it  s 
facilities  nationwide.  "Our  view  is  ' 
this  will  change  CSX  from  a  chroni( 
charger  to  a  model  operator  of  i 
roads,"  says  the  EPA's  Herman. 

Such  proactive  approaches  to  enfo]| 
ment  seem  on  the  right  track.  They 
only  minimize  companies'  potential] 
al)ilities  but  also  help  prevent  Ihature 
vironmental  damage.  More  troubli 
however,  are  the  efforts  to  use  surv 
to  put  a  price  tag  on  fresh  air  and  ci 
water.  For  these  measurements,  enf( 
ers  must  take  extra  care  to  ensure  t 
they  are  fair  and  reasonable  while  ai 
ly  reflecting  the  public's  interests.  Th 
a  difficult  task— but  one  worth  pui 
ing  in  a  world  that  depends  on  thriv 
commerce  and  a  healthy  environmer 

By  Linda  Himelstein  in  New  York 
Mary  Beth  Regan  in  Washingtm 


138  BUSINESSWEEK/NOVEMBER  29,  1993 


LEGAL  t 


©  mi  ITT  Corporaiion 


ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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'  ■'inding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
ation,  that's  the  ultimate  test  college  graduates  face  today.  A 
ood  education  isn't  enough.  Students  need  both  the  theory 
nd  the  practical  application  of  that  theory  which  are  necessary 
1  an  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  tor  a  system  ot  higher  education 
lat  prepares  students  to  meet  the  demands  ot  American  busi- 
esses.  Taught  by  instructors  with  real-world  experience.  So 
raduates  will  be  better  prepared  to  handle  the  |obs  tomorrow's 
'chnological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today  ITT  Tech,  part  ot  ITT's  Financial  &  Business  Services 
group,  is  one  ot  the  leading  private  career-tocused  programs 
m  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 
fields.  It's  good  to  

know  our  invest-  TITIITI  Were  adding  more 
ment  is  working.  JL  than  just  our  name. 


FT  FINANC/AL  &  BUSINESS  SERVICES     lU  MANUEACJVRED  PRODUCTS     ITT  RAYONIER     ITT  SHERATON 


FOR  AD  RATES  AND  INFORAAATION 
PHONE:  (312)  337-3090 
FAX  (31  2)  337-5633  OR  WRITE: 
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Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Computer  Software 


Business  Know-How 

on  Diskette  (DO$,WinilimsorMocirtosli) 


Tl'M   finaiicials  —  Oreaiii/^e     Finance!     S  1  2^ 

Employee.ManuaL\/crA'^r^^  140  plain-English  policies    S 1 39 

PubWcity Builder^"-^    —  Get  f/?££  advertising!  —  SI 29 

Safet\  PlarL6/</We/-'^'  Comply  w  iih  OSHA;  avoid  law  suits    S 1 39 

^  Comprehensive,  flexible,  proven.  Complete  vital  business  projects 
-  in  a  frai  tion  of  the  time  (and  cost)  that  it  takes  to  create  them  from 
^cr.iith'  Do  II  nght  and  enjo)  more  time  for  other  pnonties. 


IIAN 


\  \m  CATiUXMJ  (800)  346-5426 


*  300  diseases  '  700  medications 

*  family  &  doctor  info 

*  medical  history 

*  lead  poisoning 
"  immunizations 

*  identification 

*  medical  reports 

*  search  diagnosis 


BABYDOC^''  IN  A  DISK 

A  must  for  eiery  home 
with  children 


$49.95 


'  growth  &  dev 


Baby  doc  ™ 
P  O.  Box  26180 
Fresno.  CA  93729-6180 
(800)-NICE>KID  *  18001-642-3543 


Security 


Contact  Lenses 


ARE  YOU  A 
TARGEH 

•TERRORISM  •KIDNAPPING 
•  INDUSTRIAL  ESPIONAGE 
•THEFT 

SPECIALISTS  IN  ELEORONIC  EAVESDROPPING 

SWEEP  SERVICES  AND  EQUIPMENT 
CALL  FOR  CONFIDENTIAL  CONSULIATION  WITH 
INTERNATIONAL  EXPERTS 


Save  up  to  75* 
on  Contacts 

Up  to  75%  off  the  same  lenses  your  i 
doctor  prescribed.  No  memtiersfiip 
fees.  100%  guaranteed. 

aMISCH&LOMB  B  'SSSn 

FREE  BROCHURE 

■  ■■■■■■■  4O7-99S-9S00 

1-800-780-LENS 


ni  Contact  Lens 

^lllf  DISCOUNT  CENTER 


Direct  Marketing 


We  created  254,000  new  customers 
for  just  one  of  our  clients  last  year! 


What  can  we  do  for  you? 
TCI  Marketing,  Inc. 
1-800-999-4TCI 


♦  an  integrated  direct  marketing  response  agency  ■ 


Health/Fitness 


GET  FAST  RELIEF  FOR 
TIRED  SORE  FEET!! 


>■  1  00%  guaranteed  relief 
>•  Podiatrist  recommended 
►  Simple  to  use  >•  No  batteries 
>■  Improves  circulation 
>  Ideal  for  travelers    >  Great  gift 


Only  $19.95  each 


CAU.  800-360-3668 


VIS/VMASTERCARD 

OR 

Send  your  cfieck  or  money 
order  to: 

FOOTLOOSE 

1 1  72  S.  Main  Street 
Salinas.  CA  93901 

1  D0%  MONEY  &^C<  GUARANTEE 


Jewelry/Catalogs 


EXECUTIVE'S 
JEWELER 


*  2500  item  catalog  $10.00 

*  Kings-buy  your  Queen 
jewelry  by  phone  at  close 
to  wholesale  prices. 

*  VMsa/MC  accepted 

*  Stock  items  shipped  in 
48  hrs.  via  Brinks,  Fed  Ex. 

*  Since  1978 


1-800/833-GEMS 


Audio  Books 


BOOKS 
ON  TAPE 


•  Best  Sellers 
on  Cassette 

•  Full-length 
Readings 

•  Call  for  Free 
Brochure 


(800)  626-3333 


Business  Services 


DIRECT  RESPONSE  TELEVISION 

■  1  or  2  minute  commercials 

■  Infomercials 

Complete  turnkey  services,  commercial 
production,  air  time.  800#  order  taking 
VlSAMastercard  processing,  reputable, 
affordable,  several  options  available 

1-800/569-7326 


Education/Instruction 


University  Degrees 

Heme  study  Associate.  Bachelor; 
Masters,  and  Doctoral  degrees 
Paralegal,  Law  ,  Psychology. 
Business    Administration.  Heatt- 
Care  Administration.  Internatksnr 
Business,    Human  Resource: 
Technology  Management. 
Call  (8001  477-2254 
Southern  Calirornia  University 
202  Fashion-BW.  Tustin  CA  9268 


EXTERNAL  DEGREES 

BA  BS  MS  MBA  PhD/JD 
I  Credit  for  wor1<-  life  exp.  •  .Accreditee 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville.  LA  70470-4001 


r 


RESEARCH  REPORTS 

19.850  academic  topics  : 
SendS2  00forthe290-pac:- 
Custo--.'."*te"'eccrtsa  s; - 
RESEARCH  ASSISTANCE 
1  1  322  laano  Ave  .  =^2u6BF 
lCS  A-geles,  CA  90025 
Toll  Free  Hotline:  800-351-022; 
jCalitornia:  310-477-8226) 


ACCENT  REDUCTiOr 

Low-Cost  Tapes  witfi  Manua  s 
Reduce  Regional  Dialects  or 
Accents  of  Other  Languages 
Effective  Method-NOT  just  Pronunoax-" ! 
To  Order  or  Request  Brochure,  d 
(800)  753-1016 -Fax  (802)  626-gc" 


Cable  TV 


CABLE  BOX  WHOLESALERS 

1-800-841-7835 


Best  Prices  •  Best  Service 
All  Major  Brancjs  Carried 

CALL  FOR  FREE  CA  TALOG: 


Cable  Box  Wholesalers,  Inc 
460  West  Roger  Road  #106 
Tucson.  Arizona  85705 


FREE  CATALOG!  1-800-345-89. 
JERROLD  HAMLIN  OAK  ETC 

CABLE  TV  DESGRAMeiERS 


•  Speca.  r-  ;e<  ■     -  :3'e  :.■  ,  c*  Rel 
Pnces' •  C'J-: - ■ ; ^  5';>5";;e:  -edme 
•  Gua'd"ee3  W3-'3H'e5  i  Prices' 
•  Ai  Major  Credit  Cards 
PACIFIC  CABLE  CO  .  INC. 
7325','!  Reseda  Des:  5.2   Reseda,  CA  9  - 
For  catalog,  orders  &  info    1  -600-345-892 


CABLE  TV  DESCRAMBLER 

CONVERTERS,  ACCESSORIE 

Name  Brands.  Lowest  Prices  Best  Sendi 
For  FREE  16-page  color  catalog  call 

CABLE  READYfOgOt  234-100< 

COMPANY 


FOR  AD  RATES  AND  INFORAMTION 
PHONE:  (312)  337  3090 
FAX:  1312]  337  5633  OR  WRITE: 


-  -  BUSINESS  ^WEEK 

Marketplace 


BUSINESS  WEEK  MARKET  PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  tree,  two 

FREE  cassettes  will  explain  how  you  can  start  sev- 

CBSl  486  sx  Compurer  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
1  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  trainmg.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1'800-343'8014,  ext.  769 

womputer  Business  Services,  Inc.  (Sheridan,  IN:  3 1 7-758-441 5  ) 


Business  Opportunities 


lake  Mor 
Vith  You 

ey  At  Home 
r  Computer 

Children's  B00K3 

r  iJ350  Sigma,  #iJ36 
Dallas,  TX753iJiJ 

art  Your  Own  Business 
rsonalize  Books  on  A  Computer 
iney,  Warner  Bros,  Mattel  &  NFL 
iO%  Markup«$1495  Finance 

SOVAMZED  CHILDREN'S  BOOKS 


small  inveitment  Into  Ihol  ptofitoble  business  you  hove 
dreamed  obout!   \m  .xtII.mi  lii.r,)..  .i|i.i.ir..l 

II, ...k-  -.11  1.1,1   \l  l.iir.'  Mall.'  Ill- 


r  Ih.'i 


pie.  I,-, 


nionev  sellinp  our  exeilinp  linp  of  persona 
Many  other  exriting  prodiiets  availalile. 

Call  today!  2U.248-9W0 

Ah  32 16  Commander.  Suite  llll .  11, 

I  arroUton.  Tr<a«  T.iOOt. 


Computer  Guides 

y  back  guaranteed  —  Jhrttovuxto  expert 
be  without  this  all-in- 1  Computer  Book 
'ASTEST  &  EASIEST  WAY  TO  LEARN: 
indows  Lotus  1-2-3  #?  in  the  West 
ord       Excel  Miles  above  the  rest! 

Perfect  Novell  Ui.N  ^^smnsm^Mt 
)S  6+  dBase  IV-^>?Ai^«W» 
ox  Accounting  1-800-US-1-TECH 
14.95  U.  S  Tech  Computer  Users  Guide 
esley.  P  C,  Box  1474.  Culver  City  CA  90232 


Computer  Software 


IX  Directory  on  Disk 
uper  Marketing  Tool 
•Base  Format 
'ver  100,000  companies 
;eg.  $495  for  $395+S&H 
Call  800/361-4908 


Telecommunications 


allers  On  Hold? 


them  about  your  products  or  services 
RTI's  Information-On-Hold  system! 

•Professionally  recorded  messages 

H  Call  from  the  phone 

^Bj^^J^^  niachine  lo  receive^ 

^Bft^fomSlonSL  pnxtua brochures insiamlv  ^ 

860-5701  ^J'^»si-'i73i 


iv  ■< 


International  Business 


RUBLES 

■  Currency  conversion 

■  Invoices  paid  on  account  in  C.I.S, 

■  Trust  accounts  in  US$  and  Rubles  at 
35%  year  and  up  compound  interest 

■  All  transactions  ttirough  U.S.  company 

Global  Dev.  Inc.  -  Moscow 
For  further  info,  contact  our  U.S. 
office  ph/fax:  517/312-0630 


Financial  Services 


^^B^^'^  'CASH 

WITHIN  24  HOURS 
•  BANK  TO  BANK  TRANSFERS 
•WE  ASSUME  THE  CREDIT  RISK 
CALL  JEFF  FARKASJoll  Free 

800-241-CASH 

ADVANTAGE  FUNDING  CORP 

Giving  Your  Business  Ihe  ADVANTAGE  lo  Succeed 


investment  Services 


Investors  and  Entrepreneurs 


TCN  introduces  investors  and 
entrepreneurs  based  on  mutual 
business  interests  in  a  confidential, 
timely  and  selective  manner 

512/794-  9398  ext.  245 

TCN  IS  the  largest  non-prufit  economic  develop- 
ment Venture  Capital  Network  in  the  U  S 


Business  Training  Videos 


»u<»'  JOHN  CLESE 

and  his  humorous  BUSINESS  TRAINING  VIDEOS  on: 

QUALITY,  MANAGEMENT,  SELLING, 
CUSTOMER  CARE  and 
MEETING  BREAKS. 
FREE  catalog: 

VIDEO  ARTS  ^^ii 

1-800-553-0091  Ext.  241 


Gourmet/Specialty  Foods 


Hot  Air 


POPCORN  MAGIC 


Discover  BEKKOFF  S   lUulti  Use' 


"PRE-SEASONED  POPCORN  KERNELS' 


They're  .Sensational...  Three  Ways 


Microwave 


'*/.a 


^ /  Savory  Snack  -  Croutons  or  Crunchy  Cereal ,  \  '^fiy^:** 


12oz.  TRIAL  PAK 

Includes  New  'Micro-Bag' 


$2. 
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ORDER  TOLL-FREE  (24  hrs.)  1-800-397-1685 


Holiday  Gifts 


TOUCH  THE  ORIGINAL  Books 
SUN  TZU  "The  Art  of  War" ...  $29.95 
MACHIAVELLI  'The  Pnnce" .  .  .  .$29.95 
LINCOLN  "Sel.SpeechesWrttings"  $19,95 

Nt )  .SH1PPIN< ;  <  'HARGE.  $  10  To  BE  ON  MAILIN).; 
LLST  lOO'v.  REFUNDABLE  WITH  FIRST  DRDER- 

SPARTAN  BOOKS  OF  MAINE 
P.O.  Box  1645 
Presque  Isle,  ME  04769 


Corporate  Gifts 


GOURMET  COFFEE 
OF  THE  MONTH  CLUB 

bend  your  clients  a  constant  reminder  of 
your  businesses  appreciation  Each  month, 
your  chents  will  enjoy  a  different  featured 
coffee  delivered  to  their  home  or  office 
Exquisite  flavor,  aroma  and  appearance  The 
perfect  gift  for  clients,  family  or  yourself 

CALL  THE  BEAN  TREE 
1-800-948-8844 


Corporate  Gifts 


GOLD  PLATED  TROPHY  AND  RING  INSIDE 


TAKE  ME  OUT  TO 
THE  BOARD  GAME 

Players:  2  to  4.  Ages:  5  to  Adult 
Equipment:  28  Mini  MLB  Team 
Helmets.  Game  Board.  Replica 
Championship  Trophy  &  Ring.  40 
World  Series  Ticket  Chance  Cards. 

Limited:  25.000  Editions 
VISA  •  MASTERCARD  •  AMER  EXP. 


IDEA  TEAM.  INC.  © 


1993 


CALL:  1  *  800  *  MLB  ★  GAME 

$39.95  plus  $5.00  S&H  •  Guaranteed  Christmas  Delivery  if  by:  12/5/93 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  705 

FAX  1-510-786-1111 


The  Corporate  Choice! 


America's  Choice  for  corporate 
I  identity  apparel  and  merchandise  |^ 


FOR  AD  RATES  AND  INFORAAATION 
PHONE:  (3121  337-3090 
FAX:  (3 1 2)  337-5633  OR  WRITE: 


-  -  BUSINESS  —WfffC 

Marketplace 


BUSINESS  WEEK  MARKET  PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Real  Estate 


Foreclosed  Gov't  Homes 
and  Properties  Now 

Available. 
Low  Down  Payment 
No  Closing  Costs 
To  Buy  or  Invest  Call  Toll  Free! 
1-800/436-6867  Ext.  R-1522 


Government  Surplus 

Newsletters 

Motorhomes  and  More. 
All    Gov't    Seized  and 
Surplus  Items  Sold  at 
Unvelievable  Prices! 
To  Buy  or  Invest 
Call  Toll  Free! 
1-800/436-6867  Ext.  A- 1550. 


Financial  Services 


WILL  YOU  HAVE  ENOUGH  MONEY 
TO  RETIRE  COMFORTABL  Y? 

ANNOUNCING 

RETIREMENT  PLANNING 
YOU  CAN  AFFORD! 


FOR  OMir  $39.9S  RECEIVE 
A  PERSONAUZEO  COMPREHENSIVE  ANALTSIS.  DETAILING 
HOW  rOU  CAN  FULFILL  VOUR  FINANCIAL  OREAMS 
• 

VOUR  20  PAGE  REPORT,  COMPLnE  WITH 
CHARTS  AND  GRAPHS  WILL  HELP  YOU  DETERMINE 

•  IH[  FUTURE  »A1U[  OF  YOUR  RETlREMEFn  PLANS 
•IHf  BEST  INVESIMEHIMII  FOR  rOU 

•  YEARL*  INCOME  YOU  LL  NEED  TO  RfACH  YOUR  RETHtEMENI  COALS 


FOR  FREE  DETAILS  WRITE  TO: 

RETmE'EEl 

5494  PERKIOMEN  AVE.  «3T0.  READING,  PA  19606 
A  CLEARER  VISION  OF  TOMORROW 


Presentation  Equipment 


I  ■  I 


3  Yeor  Wofranty 
Mode  in  the  USA  ( 


DIVCO  Technologies,  Inc 
Fox  (919)  633  9268 


ECHNO^GIES 
;:^^DMORROUJ 


Tectinologles  Tomorroiju 

P.O.  BOK  21897 
RIbuquerque,  NM  87154-1897 


of  tomoiTow  —  today.  To  get  the 
business,  technical  and  investment 
infoirnation  you  need  to  keep'up  with 
'  advances  in  technology,  call  or  fax  (505) 
237- 1070  for  a  sample  issue.  A  one  year 
subscnpuon  is  $450  in  the  USA. 


Jewelry 


The  Diamond  Tennis  Bracelet! 

Factory  Direct! . 

Save  up  to  80%  Off  Retail!  J 

100%  Money  Back  Guarantee! 

Choose  from  Traditional  or  S-Link  V2  Ct.  $249 
styles,  handcrafted  in  solid  14  Kt  1  Ct.  $349 
Gold  with  Quality  Diamonds.         2  Ct.  $599 

George  Thompson 

gg      Diamond  Company 

S   800-577-0005  m 

500  Esplanade  Drive,  Oxnard,  CA  93030 


MAKE  YOUR  PRESENTATID 
NIORE  EFFEGTIVE 


LASER  P 

Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


•  1  Year  Warranty  •  <  SmW  Power' 

•  Range  up  to  100  yrJs 

•  2  AAA  Batteries  Included 
DEALER  INQUIRIES  WELCOME! 

55  Oak  Court,  Danville,  CA  94526 
Tel  510-820-1763  •  Fax  510-820-8738 


800-854-6686  DEPT.  H 


Art/Collectibles 


World's  Largest  Bronze  Supplr! 

FREDERIC  REMINGT(^: 
BRONZE  COLLECTIO 
BRONCO 


S14 


BUSTER 

"Lost  wax  casir..  1 

Henry  Bonn  a 
Bronze  Co 
and  assoc  ia  i- 

4305  S  Highwd, 
Casselberry,  FL 

407/339-9103  •  1-800/521-31; 

Call  or  Write  for  Cataloj 

Marble  bases  and  shpg.  &  hdlg.  addit  m  i 


ADVERTISE  IN  THE  EUS/A/ESS  IVEE/C  MARKETPLACE... 
AND  REACH  6.5  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  October  24. 

NAME:  

COMPANY:  


ADDRESS:  

CITY:   STATE:   ZIP: 

PHONE:    FAX:  


Mail  or  fax  to: 

Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632  k 
Chicago,  IL  60611  tr, 
Phone  31 2/337-3090  •  Fax  31 2/337-5633 

kt 


FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #BW1129R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


MANCIAL  PRODUaS 
iO  SERVICES 

,  The  Benham  Group's 
true  no-load  mutual 
funds 

.  Charles  Schwab  & 
Company,  Inc. 

,  Chemical  Bank 

,  JP  Morgan 

.  Prudential  Securities 

T.  Rowe  Price  New  Asia 
Fund 

Van  Kampen  Merritt 
Wausau  Insurance 
iODUCTS/SERVICES 

AEG  Corporation  - 
Microelectronics 

Adobe 

Amoco  Chemical 
Company 

Antares 


13.  Breitling 

14.  Canon  Office  Equipment 


15. 

Compaq  Computer 

Corp. 

16. 

Ericsson  North  America 

17. 

Express  Mail 

International  from  U.S. 

Postal  Service 

WORLDPOST 

18. 

ICE  Kaiser  International 

19. 

Lexus  Luxury 

Automobiles 

20. 

Lufthansa  German 

Airlines 

21. 

Manila  Hotel 

22. 

Mannesmann 

23. 

Motorola 

24. 

NEC  America 

25. 

Northern  Telecom 

26. 

Pan  Pacific  Hotels 

27. 

Buick 

28. 

Roadway  Express 

29. 

Roadway  Package 

System 

30. 

Samsung  Group 

31. 

Singapore  Telecom 

32. 

Sprint 

33. 

Sunkyong  Group 

34. 

Swissair 

35. 

Yellow  Freight  System, 

Inc. 

AREA  DEVELOPMENT 

36.  Fairfax  County 
Economic  Development 
Authority 

37.  TOULOUSE 
METROPOLITAN, 
France 

38.  Virginia  Port  Authority 

ASIAN  GROWTH 
Special  Editorial  Report 

39.  China  External  Trade 
Development  Council 

40.  Science-Based 
Industrial  Park 


I 


usiness 


EDITED  BY  AMY  DUNKIN 


Collecting 


HUNTING  FOR  VINTAGE  CARS? 
STEP  ON  IT 


Speculatoi's  fueled  ram- 
pant price  increases  in 
everything  from  houses 
to  antique  art  in  the  late 
1980s.  But  then  the  floor  fell 
out,  and  many  were  burned. 
Collectible  cars  were  no  ex- 
ception: Prices  have  plunged 
as  much  as  60%  on  certain 
pi'e-1970  models  since  1990. 
I've  watched  the  exotic-car 


being  met  one  year  ago,  auc- 
tion houses  are  reporting 
brisk  sales.  Kruse  Internation- 
al in  Auburn,  Ind.,  sold  more 
than  half  the  cars  offered  in 
its  la.st  seven  auctions,  up 
from  one-third  earlier  in  the 
year.  And  the  newsletters 
that  follow  different  autos  are 
showing  upswings  in  asking- 
prices  for  the  first  time  since 


rari  225  Mille  Miglia  Vignale 
racing  car  for  $625,000.  Three 
years  ago,  it  was  going  for  $2 
million.  "Now  is  a  very  op- 
portune time  to  buy,"  says 
Bowes,  a  serious  collector.  "I 
don't  think  you'll  ever  see 
them  at  these  low  prices 
again." 

Old  cars  aren't  just  for 
those  who  can  write  $1  mil- 


have  brought  two  years 
"People  are  bottom-fishing 
putting  things  away  beca 
they  know  prices  will  go 
They  may  not  go  as  higl 
before,  but  they'll  go," 
Rick  Cole  of  World  Cla 
Auction  &  Exposition  in 
ville,  Calif. 

Some  collectible  cars  h 
already  made  the  turn.  7 


market  for  more  than  a 
decarle  with  my  father,  who 
publishes  the  Ferrari  Market 
Letter  and  wakes  the  neigh- 
bors on  Saturday  mornings 
by  taking  his  1954  Tojeiro-Mc; 
open-cockpit,  two-seat  road- 
ster for  a  spin.  He  decried 
the  drive-up  in  prices,  saying 
it  was  pushing  true  car  en- 
thusiasts f)ut  of  the  market. 
But  the  crash  has  weeded  out 
the  speculators,  and  prices 
have  bottomed  out.  I  haven't 
seen  a  buyer's  market  this 
good  for  vintage  autos  in 
years. 

Indicator's  of  a  turnaround 
are  everywhere.  Where  mini- 
mum bids  commonly  weren't 


1989.  For  example,  the  SL 
Market  Letter  predicts  that 
a  1957  Mercedes-Benz  300  SL 
Roadster  could  be  worth 
$230,000  by  1995,  30%  more 
than  the  current  average  ask- 
ing price  of  $178,000.  "Car 
buffs  haven't  given  a  fix 
to  their  addiction  in  al)out 
two  or  three  years,  so  they're 
looking  to  buy,"  ex- 
plains Brian  Jackson, 
owner  of  Barrett- 
Jackson  Auction  Co. 
in  Phoenix. 
BARGAIN  JAG.  Take 
Gerald  Bowes,  a  col- 
lector from  Philadel- 
phia. Recently,  he 
purchased  a  19.53  Fei-- 


lion  checks.  Thei-e  are  cheaper 
buys,  even  in  the  exotic 
makes.  A  1950  Jaguar  XK  120 
Roadster  in  decent  condition 
recently  sold  for  the  bargain 
price  of  $32,000,  while  a  1965 
Ferrari  330  GT  2-t-2  is  being 
offered  in  Connecticut  at 
$34,800,  less  than  half  of  what 
the  sleek  Italian  car  would 
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tion  houses  report  inci  - 
in  selling  prices  for  Jau 
and  Mercedes-Benzes,  a- 
as  old  Chrysler  convei  ii 
and  1946  wood-bodied  1 
station  wagons,  the  first  j 
World  War  II  model.  VA 
vies,  a  Coral  Gables  (Fla.i 
lector  who  has  bougli! 
cars  in  the  past  six  nm 
alone,  says  seller-. 
giving  him  onl\ 
weeks  to  make  ii| 
mind  after  looki'i 
a  car,  compared 
wo  months  a  ; 
I  go. 

Even  though  i  h 
ure  of  collectibli' 
is  strong,  don'i 


PERSONAL  Bi 


HELP  FOR  CLASSIC-CAR  COLLECTORS 


Publication 

Cost 

Comments 

CARS  OF  PARTICULAR 
INTEREST  301  317-^228 

$20^4  issues 

No  cars  for  sale,  but 
lists  all  selling  prices 

DUPONT  REGISTRY 

800233-1731 

$39.9yi  2  issues 

Includes  all  collectible 
cars,  from  Corvettes  to 
Rolls-Royces 

THE  ELLERMAN  REPORT 

804  784-0011 

$4%  issues 

Specializes  in  Bentleys 
and  Rolls-Royces 

HEMMINGS  MOTOR  NEWS 

802442-3101 

$23.9^12  issues 

Most  comprehensive, 
lists  all  cars  and  ports 

PORSCHE  MARKET  LEHER 

602  345-4570 

$55^2  issues 

Shows  944  and  944 
Turbo  prices  are  down 

SL  MARKET  LEHER 

612377-0155 

$77/1 8  issues 

Says  Mercedes-Benz 
prices  haven't  dropped 
as  much  as  others 

THE  SPORTS  CAR  MARKET 
lEnER  503  252-5812 

$481 2  issues 

lists  Alfo-Romeos; 
British  and  German  cars 

DATA:  BUSINESSWEEK 


impulse.  While  the  cars 
increase  in  value,  the 
gest  return  on  investment 
most  collectors  is  the  en- 
ment  they  get  from  taking 
ir  prizes  on  the  road.  Flrst- 
e  buyers  should  limit  the 
-kicking  to  one  make.  John 


on,  editor  of  the  SL  Mar- 
Letter  and  auth.or  of  Se- 
',s  of  Buying  and  Selling 
lector  Cars,  suggests  pick- 
a  collectible  version  of  an 
3  still  being  made.  "Nos- 
ia  dies  off  with  the  gener- 
•n  that  knew  them,"  says 
m,  while  older  versions  of 
;ting  cars  are  easier  to  re- 
Olson  recently  responded 
two  ads  in  The 
■)  York  Times.  The 
1  Chevrolet  con- 
tible  sold  the 
e  morning  the  ad 
,  But  there  had 
a  only  one  other 
on  a  1963  Stude- 
er  Avanti,  and 
was  from  some- 
who  just  wanted 


Barrett- Jackson  (602  273-0791) 
specialize  in  collectible  cars. 
Ask  to  be  put  on  their  mail- 
ing list  or  notified  when 
they're  about  to  auction  a  car 
that  you  might  be  interested 
in.  And  be  sure  to  check  the 
Sunday  classifieds  of  major 
newspapers. 

Don't  buy  with- 
out personally  ex- 
amining a  car.  Pic- 
tures sent  through 
the  mail  or  faxed 
aren't  likely  to  show 
defects.  And  some 
sellers  try  to  pass 
off  fake  collectible 
cars,  ones  with  ex- 
pensive bodies  re- 
built on  cheap  chas- 
sis, as  authentic.  "When  the 
price  is  too  good  to  be  tnae,  it 
probably  is,"  says  Michael 
Sheehan,  owner  of  European 
Auto  Sales  in  Costa  Mesa, 
CaHf. 

Look  at  the  asking  prices 
in  the  publications.  If  a  car  is 
offered  for  significantly  less 
than  others  being  advertised, 
there  could   be  something 


1963  Ferrari  GTO 
estimated  price  $3  million 


;now  what  a  Studebaker 
nti  was. 

'ecide  on  the  model  you 
best.  If  you're  a  Porsche 
tic  and  want  one  from  the 
s,  pick  a  356  or  a  912.  Ac- 
ing  to  the  Porsche  Mar- 
'Mter,  more  than  two  doz- 
f  each  are  for  sale  across 
country,  and  a  few  can  be 
;hased  for  less  than 
300. 

Y  CLASSICS.  The  newslet- 
and  magazines  that  ca- 

to  the  market  can  offer 

s    on  potential 

5,  hard-to-find 

s,  and  places  to 
when  you're 

;y  to  move  on. 

Jral  auction  hous- 
notably  Kruse 

■national  (800  968- 
),  World  Classic 
736-0695),  and 


wr-ong,  either  mechanically  or 
cosmetically.  Many  of  the 
newsletters  track  average 
asking  prices  back  two  or 
three  years,  so  you  can  tell 
whether  the  car's  value  is  go- 
ing up  or  down.  If  the  price 
has  been  sliding,  drive  a  hard 
bargain.  Some  buyers  hire  ex- 
perts to  inspect  a  car  first. 
But  these  advisers  usually 
charge  traveling  expenses, 
plus  $1,000  and  up  for  their 
time  and  knowledge. 

Now  comes  the  hard  part: 


determining  if  the  car  is 
worth  its  asking  price.  Buyers 
should  examine  repair  and 
maintenance  records,  and  they 
might  take  the  car  to  an  inde- 
pendent mechanic  to  have  the 
engine  checked  out. 
Modifications  to  origi- 
nals are  not  necessar- 
ily bad  unless  you're 
planning  to  enter  the 
vehicle  in  a  concours 
d'elegance,  a  competi- 
tion for  car  buffs  and 
their  pristinely  re- 
stored classics. 
PHOTO  SLEUTH.  Be 
leery  of  cars  more  than  20 
years  old  with  low 
mileage  unless  the 
owner  can  document 
it  has  been  stored 
and  driven  sparing- 
ly. And  if  an  owner 
says  the  paint  and 
interior  are  original 
on  that  1946  Cadillac 
convertible,  walk 
away  unless  you  see 
cracks  in  the  seats 
and  dings  in  the  paint.  If  the 
car  has  been  restored,  ask 
who  did  the  work  and 
find  out  their  qualifi- 
cations. Many  exotic- 
car  owners  have 
spare  parts.  Ask  if 
they  are  included  in 
the  deal,  as  they 
might  be  difficult  to 
locate. 

It  can  be  easy  to 


check  whether  the  car  you're 
thinking  of  buying  has  the 
rearview  mirror  in  the  cor- 
rect place  or  if  it  originally 
came  with  that  garish  dash- 
board clock.  Simply  shoot  a 
picture  of  the  car  and  take  it 
to  your  local  library.  Then 
compare  its  features  to  those 
in  Road  &  Track  or  Car  & 
Driver  when  the  auto  was 
test-driven  as  a  new  model. 
Some  Ferrari  owners  go  as 
far  as  writing  the  factory  in 
Italy  and  asking  for  copies  of 
production  papers.  Tell  the 
seller  you  would  like  to  get 
in  touch  with  former  owners. 


1957  Mercedes  CabrioleT; 

ESTIMATED  PRICE  $240,000  .% 


With  their  emotional  attach- 
ment gone,  they  can  give  an 
honest  appraisal. 

Once  you  plunk  down  your 
money,  you  don't  have  to  treat 
the  car  like  a  china  doll.  Feel 
free  to  take  it  out  and  drive 
it.  If  you've  made  a  good 
choice,  in  a  few  years  the 
price  .should  go  up.  Then  you 
can  sell  and  start  the  chase 
all  over  again.     Chris  Roush 
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PUiying 

FOOD  CO-OPS: 
WHAT  HIPPIES 
DID  RIGHT 


ehbie  Wood  drinks  soy 
milk,  eats  all-natural 
kosher  hotdogs,  and 
prefers  organic  produce.  But 
buying  alternative  products 
at  a  local  health-food  store 
wasn't  much  of  an  option.  "I 
gasped  at  what  they  wanted 
for  things,"  says  Wood,  a 
child-development  speciaUst. 
So  to  stick  with  her  diet— and 
within  her  budget— she  helped 
launch  the  Sunshine  Health 
Food  Co-op  in  Annapolis,  Md. 
She  now  saves  up  to  50%  on 
such  items. 

Do-it-yourself  food-buying 
cooperatives,  once  thought  of 
as  counterculture  ventures, 
are  booming  in  mainstream 
communities.  By  pooling  or- 
ders, members  of  the  nation's 
4,000  co-ops  trim  the  cost  of 
everything  from  tofu  to  light 
bulbs,  saving  up  to  35%  on 
grocery  bills,  estimates  Bob 


Pickford,  chief  operating  offi- 
cer of  the  Federation  of  Ohio 
River  Cooperatives  (FORC),  a 
co-op  supplier  in  Columbus. 

To  start  your  own  co-op, 
first  contact  the  National 
Cooperative  Business  Assn. 
(202  638-6222).  For  $5.75,  you 
can  pick  up  its  helpful  book. 
Starting  Out  Right:  Guidelines 
for  Organizing  a  New  Retail 
Cooperative.  Next,  round  up 
interested  co-workers  or 
neighboi's.  Economies  of  scale 
will  increase  purchasing  dis- 
counts, so  recruit  as  many 


families  as  possible:  6  to  10 
is  a  good  start.  There's  no 
telling  where  that  will  lead. 
Brooklyn's  Park  Slope  Food 
Co-op  began  in  1973  with  10 
members  and  has  grown  to 
4,800,  with  $7  million-plus  in 
sales  at  its  one  store. 
SHORT  HOURS.  Once  you've 
gathered  a  group,  you'll  need 
to  delegate  such  responsibil- 
ities as  collating  orders  and 
phoning  or  faxing  them  to  the 
wholesaler,  breaking  down 
shipments,  and  bookkeeping. 
No  one  should  have  to  volun- 


si 


teer  more  than  th' 
hours  a  month.  A 
calculate  any  cost-- 
co-op  will  incur 
figure  out  how  yn 
meet   them.   A  i  n 
fees  of  $20  on  a\  i  ! 
are  one  option, 
biggest  expense 
likely  be  renting 
to  break  down 
ments.  Wood  pays 
a  month  to  rent 
community  center 
two  hours.  It  ma 
sense  to  create 
serve,  perhaps  thro 
a  deposit  refunds 
when     a  mem 
leaves,  to  cover  m 
pected  costs. 

Goods  can  be  bought  fi 
12  warehouses  that  specia 
in  supplying  co-ops,  as 
as  from  regular  groc 
wholesalers.  FORC,  whicl 
available  in  10  Eastern  sta 
uses  computers  to  br 
down  group  orders  into  i 
vidual  family  invoices,  sa\ 
the  co-op  time  on  the  rec 
ing  end.  Such  convenier 
help  make  food-buying  co- 
an  alternative  ^vorth  checl 
out  if  you  want  to  eat 
and  save.  Janet 


anks  won't  give  up 
when  it  comes  to  deliv- 
ering services  to  the 
home.  Unable  to  cajole  many 
customers  into  using  personal 
computers  to  make  banking- 
transactions  from  their  dens, 
the  banks  are  now  introduc- 
ing screen  phones  for  that 
same  purpose.  Citibank  joined 
the  fray  on  Nov.  9,  teaming 
up  with  Ameritech  to  begin 
marketing  a  Philips  Electron- 
ics model  to  Chicago  custom- 
ers next  spring.  Other  institu- 
tions, including  Maryland 
National,  are  already  making 
screen  phones  available. 

The  new  devices,  which 
look  like  a  Ci :  .ss  between  a 
standard  desk  |)hone  and  a 
portable  computer,  can  be 
quite  useful,  enabling  cu.;tom- 
ers  to  do  almost  every- 
thing but  get  ca^^h 
without  going  near  i 
bank  branch.  What': 
more,  screen  phone> 
have  the  poten- 
tial to  deliver  a 
host  of  nonbank- 


Banking 


HOME  BANKING, 
TAKE  2 


ing  conveniences,  such  as  the 
aljility  to  purchase  theater 
tickets  and  peruse  newspaper 
classified  ads. 

But  some  consumers  will 
simply  use  screen  phones  for 
checking  balances  and  other 
business  they  may  be  able  to 
conduct  for  free  on  an  auto- 
matic   voice-response  tele- 
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phone  line.  Unless  your  bank 
is  offering  a  lot  of  extra  ser- 
vices you're  confident  you'll 
use,  the  extra  ecjuipment  cost 
might  not  be  worth  it. 

AT&T  thought  consumers 
might  come  to  that  conclusion 
when  earlier  this  year  it 
backed  out  of  a  venture  with 
Columl)us  (Ohio)-based  Hunt- 
ington National  Bank  to  de- 
velop a  sophisticated  screen 
telephone.  The  multifeatured 
phone  would  have  cost  nearly 
$500. 

SHOPPER'S  DELIGHT.  The  more 
recent  laimches  are  less  ex- 
pensive. Initially,  consumers 
in  and  around  Chicago 
will  be  able  to  rent 
the    new  Citibank 
units  for  under  $10 
per   month   or  buy 


them  for  less  than 
Those  phones  are  full  of 
tures,  including  caller  ideri 
cation,  bill  paying,  and  st 
purchasing.  Another 
screen  phone,  from  US  Or 
will  cost  slightly  more,  bu 
addition  to  allowing  banl 
business,  it  will  includ 
"swipe"  slot  for  credit-c 
transactions  with  mail-oi 
companies. 

While  many  people  d 
mind  using  a  regular  ph 
for  simple  transactions,  t 
have  shown  resistance  to 
ing  their  banking  thro 
more  versatile  home  com 
ers.  The  latest  devices  c 
the  best  of  both  worlds: 
familiarity  of  the  phone 
the  visual  capabilities  of  a 
Of  course,  at-home  banl 
might  have  the  best  cht 
of  succeeding  if  it  could 
conducted  through  and 
appliance  whose  usage  co 
as  second  nature  to  e\ 
customer:  the  TV  set.  B; 
ers  say  that  day  is  no1 
far  off.  Kelley  Hoi 


PERSONAL  BL 


A  promise  tkat  some  tkin^s  will  Le  more  important  tkan  catckin^  tke  7:14. 


A  promise  not  to  care  if  you'd  ratker  play  tke  <lrums  tkan  footkall. 


A  promise  to  always  ke  kekind  you  even  wken  you're  on  your  own. 


Notking  keeps  us  togetKer  for  all  our  days  like  a  promise  kept.  At  MassMutual  we've  Leen  kelping  people  keep 
tkeir  promises  (or  more  tkan  140  years.  Tkat's  wky  families  and  kusinesses  rely  on  us  to  insure  tkeir  lives,  tkeir 
kealtk  and  tkeir  financial  future.  CCC^ 

MassMutual 

01993  MassacnuselliiMulu.l  Life  Insurance  Co  Spfinglioia  MA  01111  ,  kclp  yOU  kcCp  yOU  T  prOITliseS.' 


Smart  Money 

TIPTOEING 
OUT  OF 
YOUR  IRA 


You  thouKht  the  hard 
pail  alioiit  retirement 
planning  was  socking 
away  your  hard-earned  dol- 
lars year  after  year.  But  plan- 
ning the  withdrawals  from 
your  individual  retirement  ac- 
count can  be  just  as  tough. 
You  probably  know  there  is 
a  penalty  if  you  touch  your 
IRA  money  too  early,  but  did 
you  realize  there  is  an  even 
stiffer  penalty  if  you  with- 
draw it  too  late?  "They  get 
you  coming  and  going,"  says 
Betsy  Sue  Shannon,  a  senior 
manager  in  the  personal  fi- 
nancial planning  group  at 
KPMG. 

You  can  avoid  these  and 
other  penalties  and  have  some 


have  a  lot  of  flexibil- 
ity when  withdraw- 
ing money  and  will 
only  incur  a  penalty 
beyond  regular  in- 
come taxes  if  their 
account  is  very  large. 
Generally,  the  IRS  im- 
poses a  15%  penalty 
tax  on  the  amount 
you  withdraw  over 
$150,000  in  one  year, 
although  there  are 
some  exceptions. 

You  can  get  your 
hands  on  yoiu-  money 
before  age  59!4  with- 
out triggering  the 
10%  penalty  on  early 
withdrawals  if  you 
use  IRS  formulas  to 
schedule  eciual  distri- 
butions at  regular 
intervals  for  the  rest 
of  your  life.  Howev- 
er, you  need  to  continue  with 
the  schedule  only  until  you 
reach  59/-  or  for  at  least  five 
years,  whichever  is  longer.  A 
50-year-old  who  starts  taking 
payments   can   modify  the 


mPPING  YOUR  IRA?  KNOW  THE  RULES  1 

Error 

Penalty    IRS  limits 

Withdraw  too  much 
under  59'/2 

10% 

Maximum  distribution 
based  on  life  expectancy 

Withdraw  too  little 
over  7OV2 

50% 

Minimum  distribution 
based  on  life  expectancy 

Withdraw  too  much 

15% 

More  than  about 
$150,000  in  one  year 
with  some  exceptions 

Die  with  too  much 
money  still  in  account 

15% 

About  $1  million 

DATA:  BUSINESS  WEEK 

control  over  your  money  if 
you  can  follow  a  set  of  rules 
so  complex  they  take  up  75 
pages  in  Internal  Revenue 
Service  handbooks.  People 
with  large  accounts  should  get 
professional  advice.  But  find 
someone  who  has  training  in 
the  new  art  of  "distributicm 
planning,"  says  Seymoui-  Crt)ld- 
berg,  partner  in  the  Garden 
City  (N.Y.)  law  firm  of  Gold- 
berg &  Ingber.  Similar  rules 
also  apply  to  401(k)s,  Keoghs, 
and  other  retirement  plans. 

The  ages  591/>  to  70'4  are 
the  "golden  years,"  says  Joel 
Isaacson,  a  New  York  tax 
planner.  Account  holders  be- 
tween these  age  brackets 


schedule  or  take  a  lump  sum 
at  age  59!4,  but  someone  who 
starts  at  56  will  have  to  wait 
until  61  to  alter  the  plan. 

Devising  a  payment  sched- 
ule basically  entails  dividing 
your  account  by  your  life  ex- 
pectancy. But  there  are  count- 
less ways  to  calculate  this,  de- 
I)ending  on  whether  you  name 
a  Ijeneficiary,  whether  the 
beneficiary  is  your  spouse, 
which  IRS  actuarial  chart  you 
use,  and  what  you  pi'oject  the 
return  on  your  account  will 
be.  To  withdraw  as  much 
money  as  possible  early,  fac- 
tor in  as  high  an  interest  rate 
as  the  IRS  will  consider  "rea- 
sonable." The  faster  your  ac- 


count is  projected  to  grow, 
the  more  you  can  take  out 
early  each  year. 

People  who  don't  need  the 
income  and  want  their  IRA  to 
accrue  interest  tax-deferred 
as  long  as  possible  must  use 
IRS  formulas  and  tables  to  cal- 
culate the  minimum  they 
must  withdraw  each  year.  Af- 
ter 70^,  you  face  a  staggering 
50%  penalty  if  you  take  out 
too  little.  For  example,  if  you 
should  have  withdrawn  $1,000 
but  you  took  $600,  you'll  pay 
$200  in  penalty  taxes. 
DEATH-DEFYING  TAX.  Again, 
how  you  calculate  your  life 
expectancy  will  dictate  how 
much  you  can  leave  in  your 
IRA.  If  you  designate  a  benefi- 
ciary, you  can  average  your 
two  life  expectancies,  which 
can  stretch  out  the  numtjer 
of  years  and  cut  the  minimum 
distribution  each  year.  If  your 
l)eneficiary  is  not  your  spouse, 
you  can  use  a  maximum  10- 
year  differential. 


Worth  Noting 


■  BUM  BROKERS?  If  you've 
been  burned  by  a  liroker,  you 
may  stand  a  Ijetter  chance  of 
getting  your  money  back  with 
The  Six  Biggest  Mistakes  In- 
vestors Make.  ..After  They 
Have  Been  Ripped  Off.  The 
free  booklet  (800  678-8185) 
from  Investors  Arbitration 
Services,  Woodland  Hills  (Cal- 


You  atso  ha\( 

» choice  of  two  for 
las  for  detern^ii 
life  expectancy, 
der  the  "recalculate^ 
method,  your  life 
 pectancy  gets  sligi 

longer  for  each  a 
tional  year  you  I 
Under  the  "term 
tain"  method, 
years  you  and  y 
spouse  are  estima 
to   live   are  fix 
Most  banks  and  1 
kerages  use  the 
calculation  methoc 
default,  although 
term-certain  has 
nificant  tax  planr 
l)enefits    for  m 
couples,  says  Isj 
son.  "It's  importan 
make  an  active  d 
sion,"  he  says. 
If  you  turned  70!^  this  y 
you  need  to  make  these  d 
sions  soon.  You  can  wait 
make  your  first  withdra 
until  Apr.  1,  1994,  but  t 
you  will  have  to  take  two 
tributions  next  year,  wl 
could  push  you  into  a  hig 
mai'ginal  tax  rate  or  force 
to  pay  the  15%  tax  on  ex( 
withdrawals.  You  must  ii 
cate  your  decision  in  writ 
to  the  IRA  administrator. 

A  final  15%  penalty  ta: 
triggered  if  you  die  with  m 
than  about  $1  million  in  y 
account.  As  much  as  80% 
your  leftover  retirement  s 
ings  can  go  to  penalty  and 
tate  taxes  if  you  don't  p 
carefully,  says  Jim  Sullivai 
senior  manager  at  Arthur  . 
dersen  in  the  individual  i 
vices  practice.  So,  whet, 
you  want  access  to  your 
money  sooner  or  later,  tn 
carefully.  The  IRS  has  cr< 
ed  a  minefield  of  penalties 
navigate.  A  mey  St 


if.)  consultants,  also  expis 
abuses  such  as  churning, 
■  HOLIDAY  TIPS.  Let  expe 
help  you  design  a  holif 
menu  and  decorations  by  c 
ing  MCI  Entertains  Friendi 
Family  (800  HOST-TIPS). 
free  call  gets  you  recon 
recipes  from  the  likes  of  i 
Smith,  public  TV's  Fru 
Gourmet,  and  Sirio  Macci< 
owner  of  Le  Cirque  rest 
rant  in  New  York. 
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ne  is  racing  by.  You  pass  it,  or  it  passes  you.  You  enjoy  it, 

it  consumes  you.  Don't  wait  for  time,  qo  after  it.  Seize  the  day, 

i  moment.  Go  where  you  need  to  go,  tast,  vigorously,  easily, 

Swissair.  Convenient  departures,  no-fuss  connections  via  Zurich 

Geneva  to  more  than  100  cities  worldwide.  For  reservations, 

I  your  travel  agent  or  Swissair  at  800-221-4750. 

'issair.  Time  is  everything. 


"Passage" 
by  John  Hamel. 
Part  of  Swissair's 
Time  &  Motion 
Series. 


FROM 


This  is  Free: 
I-800760-IIII 

This  is  Priceless: 

Advertise  your  company  on  the 
Export  Hotline's  Electronic  Directory 

for  only  $35  a  year. 
Whether  you're  looking  for  business  around 
the  world  or  right  here  at  home, 
YOUR  Company  can  be  found  by  more  than 

1,000  BUSINESS  CALLERS  WHO 

USE  THE  Export  Hotline  everyday. 
Call  our  800  number  for  BusinessWeek  readers 

AND  we'll  fax  you  EVERYTHING  YOU  NEED, 


it's  THAT  SIMPLE. 


AT&T  •  BusinessWeek  •  Delta  Air  Lines, 
KPMG  Peat  Marwick  •  The  Journal  of  Commerce  •  The  National  Association  of  Manufacturers 
U.S.  Council  for  International  Business  •  Wolf,  Greenfield  &  Sacks,  p.c. 


the  U.S.  Department  of  Commerce. 
Developed  &  Managed  by  International  Strategies,  Inc. 
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•RODUCTION 

hange  from  lost  week:  0.3% 
hange  from  lost  year:  6.7% 


1967=100  (tour-week  moving  average) 
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he  production  index  increased  during  the  week  ended  Nov.  6,  as  auto  makers 
3rried  out  their  ombitious  production  plans.  In  addition  to  hefty  gains  in  auto  and 
uck  production,  seasonally  adjusted  output  of  coal,  electric  power,  and  paper  also 
}se.  Steel,  paperboord,  and  lumber  output  declined,  while  crude-oil  refining  and  rail- 
eight  traffic  were  unchanged  from  the  previous  week.  Before  calculation  of  the  four* 
-aek  moving  overage,  the  index  rose  to  195.4  from  193.6. 

BW  production  indsx  copyright  1 993  by  McGrow-Hill  Inc. 


LEADING 

change  from  last  week:  0% 
Chonge  from  last  year:  7.6% 
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The  leading  index  was  unchanged  during  the  week  ended  Nov  6.  The  bearish 
tone  of  the  stock  and  bond  market  is  sending  negative  signals  about  the  economy's 
future  path.  Also,  the  growth  rates  of  materials  prices  and  M2  dropped,  while 
business  failures  rose.  The  growth  in  real  estate  loans  increased  sharply  Before 
calculation  of  the  four-week  moving  overage,  the  index  stood  at  234.7,  down  from 
233.8  in  the  previous  week. 

Leading  index  copyright  1 993  by  Center  for  International  Buiiness  Cycle  Research 


»RODUaiON  MDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

lEl  (11/13)thous.ofnelton5 

1,893 

1,834# 

10.6 

TOS  (11/13)  units 

136,804 

134,642r# 

6.9 

UCKS  (11/13)  units 

1 10,514 

1 15,612r# 

14.7 

ECTRIC  POWER  (ll/13)millions  of  kilowatt-hours 

56,072 

56,33 1# 

1.2 

UDE-OIL  REFINING  (1 1/13)  tfious.  of  bbl./day 

13,658 

13,624# 

0.5 

AL  (1  l/6)thous.  of  net  tons 

19,003# 

18,384 

-6.2 

PERBOARD  (ll/6)thous.oftons 

840.4# 

864.0r 

3.7 

PER  (ll/6)thous.  oftons 

821.0# 

820.0r 

3.1 

MBER  (1 1,^6)  millions  of  ft. 

476.4# 

483.6 

-0.2 

IL  FREIGHT  (l  1/6)  billions  of  ton-miles 

22. 8# 

23.0 

0.9 

urces:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
.erican  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
American  Railroads 

W>REIGN  EXCHANGE 

Later) 
week 

Week 
ago 

Year 
ago 

•ANESE  YEN  (11/17) 

107 

107 

124 

RMAN  MARK  (11/17) 

1.71 

1.70 

1.58 

mSH  POUND  (11/17) 

1.48 

1.47 

1.53 

ENCH  FRANC  (11/17) 

5.91 

5.91 

5.36 

NADIAN  DOLLAR  (11/17) 

1.32 

1.31 

1.28 

'ISS  FRANC  (11/17) 

1  50 

1.50 

1.42 

XICAN  PESO  (11/17)' 

3.215 

3.151 

3  119 

jrces:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
md  expressed  in  dollars 

RICES 

waali 

Week 
ago 

%  Change 
year  ago 

ID  (ll/17)$/troyoz. 

375.000 

374.900 

1 1.9 

EL  SCR AP  ( 1  1  / 1 6)  #  1  heavy,  $/ton 

137.50 

137.50 

54.5 

3DSTUFF$  (11/16)  index,  1967=100 

220.8 

215.5 

9.0 

PPER  (ll/13)</lb. 

800 

82.8 

-20.4 

IMINUM  (Ii/13)<:/Ib. 

49.5 

49.5 

-6.6 

lEAT  (11/13)  #2  hard,  $/bu. 

3.66 

3.50 

-1.1 

rrON  (1  1/13)  strict  low  middling  1-1/16  in.,  C/lb. 

56.48 

56.24 

12.3 

irces:  London  WednestJay  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
ik,  Kansas  City  market,  Memphis  market 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (11/12)S8,P500 

462.46 

463.52 

9.9 

CORPORATE  BOND  YIELD,  Aaa  (II/12) 

6.92% 

6.85% 

-15.0 

INDUSTRIAL  MATERIALS  PRICES  (II/12) 

94.0 

94.0 

-2.1 

BUSINESS  FAILURES  (ii/5) 

341 

330 

-18.2 

REAL  ESTATE  LOANS  (i  i/3) billions 

$404.7 

$402. 8r 

-0.1 

MONEY  SUPPLY,  M2  (i  1/1 )  billions 

$3,494.9 

$3,496.0r 

0.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (io/30)thous 

340 

348 

-4.2 

Sources:  Standard  &  Poor's,  Moody's,  Journo/  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  [failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loons 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Oct )  total  index 

112.2 

1 1 1 .4r 

4.4 

CAPACITY  UTILIZATION  (Oct.) 

82.4% 

81.9%r 

2.7 

CONSUMER  PRICE  INDEX  (Oct) 

145.5 

144.9 

2.7 

RETAIL  SALES  (Oct.)  billions 

$177.3 

$174.7 

6.2 

Sources:  Federal  Reserve  Board,  BLS,  Census  Bureau 

1.', 1  i  'VI  VIA  n\  ^'  ■T^^mam^^^^ 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (ii/i) 

$1,1 18.7 

$1,1  14.5r 

10.0 

BANKS'  BUSINESS  LOANS  (ii/3) 

273.4 

270.7 

-2.6 

FREE  RESERVES  (ii/io) 

900 

867r 

36.0 

NONFINANCIAL  COMMERCIAL  PAPER  (ii/3) 

161.0 

158.9 

14.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions} 

which  ore  expressed  for  a 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (II/I6) 

3.02% 

2.95% 

2.97% 

PRIME  (1 1/17) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (II/I6) 

3.40 

3.39 

3.76 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/17) 

3.32 

3.33 

3.68 

EURODOLLAR  3-MONTH  (11/12) 

3.38 

3.35 

3.61 

Sources:  Federal  Reserve  Board,  First  Boston 


iw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipment. 
Vestern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.    3  =  Free  market  value    NA=Not  available    r=revised    NM  =  Not  meaningful 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  ore  not  included. 


ABN  Amro  1 17 
AGCO  126 
Alcatel  Alsthom  62 
Aldi  58 

Allied  Products  126 
Allis-Chalmers  126 
Ambro  126 

American  Airlines  36,  62 
Americon  Flywheel 

Systems  39 
American  International 

Group  110 
America  West  Airlines  36 
Ameritech  Celiuor 

Services  128 
Amex  70 
Ann  Klein  42 
Arab  Potash  62 
Arthur  D.  Little  128 
AT&T  120,  128,  134 
Athene-Coronado 

Management  120 

B 


Banc  One  117 
Bank  of  Motreal  1 17 
Barito  Pocific  Timber  110 
Barrett-Jackson  Auction  144 
Baxter  International  50 
Beatrice  70 

Bell  Atlantic  40,  44,  70,  82, 
120 

BellSouth  82,  128 
Best  (A.M.)  120 
BET  70 

Biochem  Phormo  126 
Booz,  Allen  &  Hamilton  36, 
58 

British  Aerospace  100 
British  Airways  62 


Capital  Cities/ABC  38 
Career  Communications 

Group  70 
Caterpillar  50 
CBS  Broodcast  Group  38 
CenCall  128 

Chase  Manhattan  Bonk  44, 
110 

Chemical  Securities  30 

Cheung  Kong  Holdings  100 

Chiyodo  Lite  44 

Chrysler  39,66,70 

Citibank  100,  112 

Citicorp  117 

CNN  22 

Coca-Cola  70 

Columbia  Healthcare  120 

Columbia  Pictures  38 

Comcast  82,  128 

Comerica  117 

Compaq  126 

Compton's  New  Medio  50 

ConAgra  90 

Continental  Airlines  36 

Continental  Bank  117 

CS  First  Boston  36,  110,  126 

CSX  Transportation  136 


Dead  Sea  Works  62 
Dean  Witter  Reynolds  126 
Deere  117,  126 
Dell  Computer  126 
Deloitte  &  Touche  31 
Delta  Air  Lines  36 
Detroit  Edison  39 
Deutsche  Bank  62 
Dhano  Siam  Finance  110 
Dial  36 
Dial  Page  128 
Digital  Equipment  126 
Dole  Foods  124 
Donaldson,  Lufkin  & 

Jenrette  30 
Donna  Koran  New  York  42 


Eastman  Kodak  10 
Electric  Fuel  39 
Engelhard  99 
Equitable  70 
European  Auto  Soles  144 
Exxon  99,  136 


Fedco  Foods  70 
Fiat  62 

Finance  One  1 10 
First  Bank  System  117 
First  Chicago  117 
FNAC  58 
Ford  39,66 
Forstmonn  Telecom  50 
Founders  Discovery  Fund  42 
Fox  Broadcasting  38 


Garden  State  Coble 

Television  70 
GE  38,  100 
GIB  Group  58 
Glaxo  126 
GM  50,66,  100,  134 
Goldberg  &  Ingber  148 
Goldman  Sachs  100,  1 12 
Granite  Broadcasting  70 
Gulfstreom  Aerospoce  50 

H 


Hambrecht  &  Quist  126 
Hanson  120 
Harbour  &  Associates  66 
Harris  Boncorp  117 
Hertz  110 
Hewlett-Packard  50 
Hondo  39 
Honeywell  70 
Hongkong  Bank  100 
Hopewell  Holdings  100 
Hospital  Corp  of 

America  120 
H&R  Block  134 
Husky  Oil  100 
Hutchison-Whompoo  100 
Hyott  70 

Hyott  Legal  Services  134 


IBM  126,  128 

IDS  Securities  42 


Intel  100 
Ivax  70 


John  Deere  134 
Johnson  Products  70 
J.  Sainsbury  58 

K 


Kader  International  100 
Keppel  100 
KEPS  10 
KPMG  148 

Kruse  International  144 


Ladenburg  Thoimonn  38 
LoSalle  National  Bonk  117 
Lourence  H.  Meyer  & 
Associates  40 

Leiiman  Brothers  36,  1 12 
Liberty  Media  70 
Liz  Claiborne  42 
Loomis  Sayles  66 
Louisiana-Pacific  136 
Lufthansa  36 

M 


Magnet-Motor  39 
Mossey-Ferguson  126 
Matsushita  38,  128 
Maxima  70 
MCA  70 

McCaw  Cellular  120,  128 
McDonnell  Douglas  100 
McGraw-Hill  31,32 
MCI  117 
Mediobanca  62 
Mercedes-Benz  39 
Merrill  Lynch  30,  100,  110 
MMS  International  31 
Morgan  Grenfell  112 
Morgan  (J. P.)  82 
Morgan  Stanley  50,  100, 

112,  120 
Morningstar  116 
Motorola  100,  128 
Motown  70 


Naico  Chemical  117 
NotWestUSA  38 
NBC  38 

NBD  Bancorp  117 
Nextel  82,  128 
Nomura  Securities  110 
Norwest  117 


Ornish  Heolth  Programs  90 
P 


Pacific  Telesis  Group  40 
PaineWebber  66,  82 
Paromount 

Communications  38,  82 
Paul,  Weiss,  Rifkind,  Whorton 

&  Garrison  134 
PepsiCo  134 

Peregrine  Investments  1 10 
Philaelphia  Coco-Cola 

Bottling  70 
Polygram  Holdings  70 
Price/Costco  58 
Primerico  120 
Prudential  Asset 

Management  110 


Quaker  Oats  70 
Quantum  Chemicals  12 
Queen  City  Broadcostin 7t 
QVC  Network  82 


Ram  Broadca:>ting  128 
Rush  Communicotions  7 


Safeway  58 
Saks  Fifth  Avenue  42 
Sakuro  Bank  112 
Solim  Group  100 
Salomon  Brothers  66,  fl 

110,  112.  116,  117 
Santoi  Manufacturing 
Shanghai  Dazhong  Iqxi 
Shanghai  Shenyin 

Securities  110 
Shell  Oil  99 
Sinm  Commercial  Bonk 
Siemens  100 
Singapore  Airlines  100 
Singapore  Telecom  10(| 
SkyTel  128 
Smith  Barney  Shearson 
Snawa  International 

Finance  112 
Sony  38,  100,  128 
Southern  California 

Edison  39 
Southwest  Airlines  36 
Southwestern  Bell  128 
Sprint  128 
Stondard  &  Poor's  126 
Stondord  Chartered 

Bonk  100 
Superdrug  Stores  58 
Swiss  Bonk  30 


I 


Id 


Tokihyo  42 
Tele-Communications 
120 

Temasek  Holdings  lOOfil 
Tesco  58 
Texas  Air  90 
Time  Warner  38 
Tommy  Hilfiger  42 
Toyota  112 
Toys  'R'  Us  58 
Travelers  120 
Triodo  99 

Tung  Wing  Steel  100 


Turner  Eroodcosting  3H 


UBS  Securities  42 
United  Airlines  36,  62 
USAir  36,62 
US  West  82 


Vority  126 

Virgin  Megostore  58 

Volkswagen  39,  110 

w 


Wal-Mort  124 
Walt  Disney  38,46 
Wharf  Holdings  100 
White-New  Ideas  Farm 

Equipment  126 
World  Classic  Auction 


Xerox  70,77 

Y 


YTL  100 

z 


Zenith  Electronics  117 
ZF  Friedrichshofen  50 


i 


is 


lid 


ID! 


mi 
ifSl 


Without  Black, 
it  would  all  be  flat. 
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ivestment  Figures  of  the  Wee 


MENTARY 

ig  that  the  controversial 
American  Free  Trade  Agree- 
would  pass  in  Congress,  equi- 
sstors  rallied  and  pushed  the 
lones  industrials  over  3700. 
)ig  winner  wos  beleaguered 
jp  $2  per  share  or  4%  for  the 
Over  the  past  month,  inves- 
loked  more  fovorably  at  Big 
with  a  1  9%  gain.  Beyond  the 
the  market  was  more  muted, 
reader  S&P  500  stock  index 
only  a  slight  gain,  and  prices 
lol!  and  midsize  companies' 
■  declined. 


Nov.  1  M7 


BONDS 

Nov.      May  Nov. 


52-week  change 
+9.9% 


-470  1600 


1  -week  change  52-week  change 

+0.2%  +12.0% 


THE  DOLUR 

Nov  11-17                  Nov      May      Nov     Nov.  10-17 
  1630      ICQ  I   I  92 


1605  90 

1  596  01 


. 1555  70 


 1530  601 

1  -week  change  52-week  change 

+0.6%  +1.5% 


1  -week  change 

+0.3% 


IRKET  ANALYSIS 


% 

change 

STOCKS 

latest 

Week 

52-week 

JONES  INDUSTRIALS 

3704.4 

1.1 

15.5 

ZE  COMPANIES  (S&P  MIdCop  Index) 
COMPANIES  (Russell  2000) 

173  1 

-1.0 

14.0 

253.7 

-1.3 

22  1 

)MPANIES  (Russell  3000) 

267.2 

-0.1 

10.9 

%  change 

llocal  cuirency) 

IGN  STOCKS 

latest 

Week 

52-week 

)N  (FINANCIAL  TIMES  100) 

3120.0 

0  7 

15.4 

1  (NIKKEI  INDEX)  1 

8,108  7 

-0.1 

7.9 

UO  (TSE  COMPOSITE) 

4236.5 

-0.8 

31.1 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.16% 

3.19% 

3.21% 

30-YEAR  TREASURY  BOND  YIELD 

6.18% 

6.21% 

7.5 1  % 

S&P  SOO  DIVIDEND  YIELD 

2.71% 

2.75% 

2.96% 

S&P  500  PRICE/EARNINGS  RATIO 

22.7 

22.5 

22  8 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  nnoving  overage 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

455.1 
54.4% 
0.35 
2.21 

454.2 
54.5% 
0.44 
2.24 

Positive 
Negative 
Neutral 
Neutral 

DUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

ER  CONTAINERS 

16.1 

-14.0 

STONE  CONTAINER 

25.8 

-46.9 

9 

WPUTER  SYSTEMS 

13.8 

-13.2 

IBM 

19.9 

-)8.7 

52  3/4 

ICKING 

1 1.4 

-2.4 

CONSOLIDATED  FREIGHTWAYS 

28.3 

32.1 

22  Vs 

ER 

1 1.0 

76 

GEORGIA-PACIFIC 

22.3 

29.8 

74 

APUTER  SOFTWARE  AND  SERVICES 

10.7 

36.0 

NOVELL 

28  8 

-24.8 

24  % 

-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  cha 
4-week 

nge 

52-week 

Price 

ELS  AND  MOTELS 

-13.0 

73.2 

PROMUS 

-18.6 

212  3 

66  V4 

INSURANCE 

-12.2 

7.9 

TORCHMARK 

-20.6 

-20.6 

42  1/2 

LUTION  CONTROL 

-1  1.8 

-33.0 

ROLLINS  ENVIRONMENTAL  SERVICES 

-16.3 

-56.4 

5  '/s 

AND  GAS  DRILLING 

-10.0 

14.0 

ROWAN 

-12.3 

4.4 

8  % 

EXPLORATION  AND  PRODUCTION 

-7.4 

2.7 

ORYX  ENERGY 

-9.5 

-0  6 

21  Vs 

ITUAL  rUNDS 

■RS 

LAGGARDS 

!ek  total  return 

% 

four-week  total  return 

% 

HAM  GOLD  EQUITIES  INDEX 

15.6 

DFA  JAPANESE  SMALL  COMPANY 

-11.9 

ESCO  STRATEGIC  GOLD 

15.6 

CAPSTONE  NIKKO  JAPAN 

-8.2 

NGTON  STRATEGIC  INVESTMENTS 

14.3 

EATON  VANCE  TOTAL  RETURN 

-8.2 

k  total  return 

% 

52-week  total  return 

% 

NGTON  STRATEGIC  INVESTMENTS 

234.2 

PILGRIM  CORPORATE  UTILITIES 

-18.2 

TED  SERVICES  GOLD 

107.0 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

-14.5 

ECK  INTERNATIONAL  INVESTORS 

103.5 

JENSEN 

-9.4 

MORNINGSTAR  INC 


S&P  500 
4-week  total  return 


Average  fund 
52-weelc  total  return 


TIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


'  amounts 

I  ent  the  present 

'  of  $10,000 

id  one  year  ago 
'  1  portfolio 

tages  indicate 
y  total  returns 


Foreign  .stocks 
$14,158 

+  1.42% 


Hi 


Ti'easury  bonds 
$12,394 

+0.72% 


U.S. stocks 
$11,365 

+  1.39% 


nil 


Gold 
$11,228 

-0.27% 


Money  market  fund 
$10,217 
+0.04% 


on  this  page  are  as  of  market  close  Wednesday,  Nov.  17,  1993,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Nov.  16.  Mutual  fund  returns  ore  as  of  Nov.  12.  Relative  portfolios  ore  valued  as  of  Nov.  16.  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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DELIVERING  ON  ASIA'S  RICH  PROMISE 


Asia's  billions.  For  decades,  those  words  meant  mass- 
es of  impoverished  people.  No  longer.  Today,  when 
people  speak  of  Asia's  billions,  they're  likely  to  be 
talking  about  its  wealth— the  world's  highest  savings  rates, 
fastest-gi'owing  family  fortunes,  and  heftiest  foreign-curren- 
cy reserves.  With  growth  three  times  as  fast  as  the  West's, 
China  and  the  rest  of  East  and  Southeast  Asia  have  a  bur- 
geoning middle  class  and  a  growing  roster  of  miUionaires. 

For  the  first  time  since  the  15th  century,  when  Europe 
pulled  ahead  of  China  and  moved  the  world's  center  of  grav- 
ity westward,  economic  power  appears  to  be  shifting  back 
toward  the  East.  The  return  of  a  muscular  China  to  the  glob- 
al arena  offers  both  opportunities— and  serious  challenges— 
in  the  decades  ahead  (page  100). 

The  U.  S.  stands  to  benefit  tremendously  from  the  forces 
shaping  Asia.  President  Clinton  is  embracing  this  opportu- 
nity by  sitting  down  with  Chinese  President  Jiang  Zemin  and 
10  other  national  leaders  at  the  Asia-Pacific  Economic  Coop- 
eration (APEC)  summit  in  Seattle  this  week.  The  challenge 
for  the  U.  S.  is  to  replace  its  stale  cold-war  hostility  and  ser- 
monizing with  a  forward-looking  China  policy:  one  based  on 
joint  interests. 

The  best  way  for  the  U.  S.  to  promote  human  rights  in 
China  is  to  encourage  reforms  that  foster  private  ownership, 
a  market  economy,  and  the  rule  of  law.  Tiananmen  Square 
was  a  disgrace.  But  today,  China  has  more  pluralism,  more 
access  to  information,  and  more  freedom  than  ever  before, 
thanks  to  the  opening  of  its  economy  to  foreign  trade  and 
investment.  Raising  living  standards  for  China's  people,  not 
lambasting  politicians  in  Beijing,  is  the  most  effective  way 
for  Washington  to  promote  human  rights  in  that  country. 

The  U.  S.  has  a  strong  hand  in  doing  just  that.  America 
has  shown  itself  to  be  far  more  willing  than  Japan  to  share 
technology  with  Asian  companies  and  to  open  its  domestic 
markets  to  Asian  exports.  It  is  up  to  Clinton  at  the  APEC 
meeting  to  make  sure  these  bargaining  chips  are  exchanged 
for  greater  access  to  Chinese  and  East  Asian  markets  for 
American  investments  and  exports. 

HUNGRY  FOR  WESTERN  GOODIES  

A  transpacific  growth  strategy  is  one  card  the  Adminis- 
tration should  be  playing.  China  is  the  world's  fastest-grow- 
ing market  for  telecommunications,  commercial  jets,  and  en- 
ergy and  infrastructure  equipment.  East  Asia's  middle  class 
has  a  huge  appetite  for  Western  goods  and  services.  It's  a 
strategy  of  mutual  benefit. 

China's  biggest  challenge  is  managing  its  new  wealth  so 
that  it  continues  to  spread  throughout  society.  The  econom- 
ic boom  to  date  has  been  financed  by  the  Chinese  diaspora- 
Chinese  families  in  Hong  Kong,  Taiwan,  Southeast  Asia,  and 
North  America.  Operating  through  guunxi,  or  personal  con- 
nections, often  in  total  secrecy,  these  families  are  growing 
stupendously  rich.  They  are  the  ones  blazing  the  path  in  Chi- 
na. Lured  by  private  stakes  in  state-owned  enterprises  and 
property  and  annual  returns  of  up  to  60%,  they  are  pouring 
billions  of  dollars  into  China  every  year. 


Hong  Kong's  Gordon  Wu,  educated  at  Princeton  Uni 
sity  and  one  of  China's  leading  tycoons,  is  fond  of  com 
ing  the  Li,  Kuok,  Riady,  and  other  Chinese  families  to  Ai 
ica's  "robber  barons"— the  Vanderbilts,  Rockefellers, 
Carnegies.  Just  as  they  built  America's  railroad,  oil, 
steel  empires,  so  too  are  these  Chinese  families  buildinu  1 
Asia's  industries  and  infrastructure. 

But  just  as  the  concentration  of  wealth  in  too  few  !i; 
proved  economically  and  politically  dangerous  in  the  I 
ushering  in  Teddy  Roosevelt  and  the  trust-busters,  it 
also  prove  counterproductive  in  Asia— eventually. 

The  histories  of  Spain,  Argentina,  the  Philippines, 
other  countries  offer  examples  of  what  happens  when  a 
families  capture  most  of  the  wealth.  Stagnation,  oligar 
and  various  forms  of  feudalism  and  fasci,sm  often  follow 
na's  own  history  is  full  of  rich  dynasties  ruling  masses  of  i 
ants.  Such  a  volatile  mix  has  periodically  led  to  revolt - 
latest  being  the  communist  revolution  in  the  1930s  and  1! 

CLEAR  RUiESOFTHEGAME  

Today,  guami  may  be  the  driving  force  behind  prad 
ly  all  growth  in  China.  Highly  placed  communist  govern  n 
and  army  officials  are  selling  state  assets  to  oversea 
nese  families.  People's  Liberation  Army  regional  comma: 
are  exporting  armaments.  Provincial  party  bosses  arc 
ing  off  state  businesses.  Local  mayors  are  arranging  rca 
tate  deals.  To  many  first -generation  Chinese  million  a 
short-term  profits  based  on  such  deals  are  a  way  of  lil( 
communist  cadres,  it  is  a  sure-fire  way  to  amass  pi  i 
wealth  from  state-owned  property. 

But  guamri  can  go  only  so  far.  Singapore's  Lee  Kuan 
believes  China  must  move  beyond  an  economy  based 
cretive  old-boy  networks  to  a  broad-based  market  system  I  > 
on  law  and  clear  rules.  Family  connections  that  sui)sli 
for  law  cannot  sustain  long-term  growth  on  the  massive 
required  in  China  and  the  rest  of  East  and  Southeast 

To  their  credit,  authorities  in  Beijing,  Bangkok,  Ja 
and  Hong  Kong  are  setting  up  stock  exchanges,  bond 
kets,  pension  funds,  and  clean  banking  systems  to  ch; 
the  region's  huge  savings  more  efficiently.  New  regiila 
systems  that  promote  transparency  have  already  inci  ' 
fledgling  stock-market  capitalization  from  practicallx 
just  two  years  ago  to  $32  billion,  and  a  "dragon  bond" 
ket,  resembling  the  Eurobond  market,  is  taking  off. 

The  big  question  is  politics.  China's  strong  growth  cui 
be  sustained  by  expanding  its  home-grown  entreprenetii 
middle  class.  Will  the  new  mandarins  of  China— the  cdn 
nists  in  control  of  state  assets— give  up  their  privileKf 
the  sake  of  democratizing  the  economy  and  promoting  gT<  > 
And  will  the  families  of  the  Chinese  diaspora,  part  in  i 
the  second  generation,  forsake  short-term  deals  witli 
politicos  to  become  patient  capitalists  investing  for  th( 
haul?  Unless  the  rules  of  the  game  change  and  Chine.-c 
sions  of  Motorola,  Sony,  and  Siemens  are  built,  the  <  u: 
surge  of  wealth  in  East  Asia  may  ultimately  choke  l  i 
economic  growth,  not  promote  it. 
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William  A.  Frezza  and  the  Bj^^^^jJ^ui^c^  coining  home  from  a  day  at  the  Morrisville  Lanes, 


"These  days,  Fve  got  more  choice  about  when 
I  work  and  when  I  play.  " 

William  A.  Frezza,  Director  ot  Marketing  &  Business  Development,  Ericsson  GE  Mobile  Communications  Inc.,  USA. 


With  wireless  technology,  data  is  now  as  mobile  as  we  are.  We  can  exchange  information  with  any 
PC,  network  or  database.  Wherever  and  v\/henevcr  we  choose. 

Work  time  and  leisure  time  are  no  longer  so  separate.  At  least,  they  don't  have  to  be. 
When  we  can  work  together  and  communicate  wherever  we  are,  we  enter  a  whole  new  dimension 
where  the  borders  between  our  private  and  working  lives  are  set  more  by  ourselves  than  others.  A 
dimension  in  which  we  can  maintain  business  relationships  and  still  leave  time  for  family  and  friends 
Wireless  mobile  data  is  making  almost  anything  possible.  It  is  you  and  I  who  set  the  limits. 

Ericsson  develops  and  implements  wireless  systems  for  mobile  data  based  on  Mobitex  technology. 
These  systems  provide  two-way  communication  for  laptop,  notebook  and  palmtop  computers  and 
PDA's,  providing  remote  access  to  company  networks  and  databases,  intormation  management 
systems  and  E-Mail  services. 

70,000  Ericsson  employees  are  active  in  more  than  100  countries.  Their  combined  expertise  in 
switching,  cellular,  wireless  and  networking  technologies  makes  Ericsson  a  world  leader  in  telecom- 
munications. 


Ericsson  North  America  Inc.,  please  call  (800)  223  6336. 
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TheE  pson  Stylus  300  InkJet 
is  thel)est  value  in  its  class. 


Epson  Stylus  300  Thermal  InkJet 

If  you  want  great  quality  printing 
and  a  great  value,  you  want  the 
Epson  Stylus  300.  It's  the  latest  addition 
to  our  award-winning  Epson  Stylus 
line  of  Inkjet  printers.  The 
Epson  Stylus  300  delivers  printing  so  clean 
and  crisp,  you'll  be  amazed  it's  so 
affordable.  In  fact,  of  all  the  low-cost  thermal 
ink  jets,  including  HP's  DeskJet  500  and 
Canon's  Bubble  Jet  200,  there's  no 
better  value  than  the  Epson  Stylus  300.  And 
nothing  else  in  its  class  has  the  worldwide 
Epson  reputation  for  reliability. 

All  printers  in  the  Epson  Stylus  line  of  ink  jets  are  backed  by  a  solid  two  year  warranty, 
and  by  the  Epson  Connection  toll-free  help  line.  For  information  about  the  Epson  Stylus 


*Based  on  an  independent  test  comparing  the  standard  pnntmg  modes  for  the  Canon  BJ-200.  the  HP  DeskJet  500  and  the  Epson  Stylus  800  All  company  and/or  product  names  arc  trademarks  and/or 
registered  trademarks  of  their  respective  manufacturers,  including  Canon  which  is  registered  by  Canon  Inc  and  HP  which  is  registered  by  Hewlett  Packard  Co. 


The  Epson  Stylus  800 
is  in  a  class  by  itself. 


Epson  Stylus  800  Piezo  InkJet 

If  you  want  the  finest  ink  jet 
technology  ever  offered,  there's  only  one 
choice.  Step  up  to  the  extraordinary 
Epson  Stylus  800.  Epson's  permanent  Piezo 
print-head  is  a  major  breakthrough 
in  printing  technology,  enabling 
the  Epson  Stylus  800  to  print  the  sharpest. 

clearest  images  ever  formed  by  a 
personal  Inkjet.  Better  than  anv  personal 

thermal  ink  jet.  And  no  other 
personal  Inkjet  does  it  at  a  lower  cost  per 
page'.  The  Epson  Stylus  800  is  clearly 
in  a  class  by  itself 

line  of  ink  jet  printers,  or  our  complete  line  of  scanners,  laser  and  dot  matrix  printers, 
call  the  Epson  Connection  at  1-800-BUY-EPSON  (1-800-289-3776). 

EPSON 


Epson  disclaims  any  and  all  rights  in  those  marks  Epson  is  a  registered  trademark  of  Seiko  Epson  Corp.  ©1993  Epson  America,  Inc  ,  20770  Madrona  Ave  ,  Torrance.  CA  90503 
For  dealer  referral  or  warranty  details,  call  800-BUY-JEPSON(800-289-3776).  In  Canada,  call  {800)GO-EPSON.  For  Latin  America.  305-265  0092 


There's  only  one 

answer  to  the 

debit  question. 


And  here  they  are. 


They  are  two  parts  of  what  is  without  question  a  most  complete 


debit  program:  Maestro"  from  MasterCard;  The  program  is  so  well- 


conceived,  it  lets  you  get  mto  the  debit  business  on-line.  Or  ott-line. 


Or  both.  Since  it  s  already  been  integrated  globally,  it  allows  you  to 


keep  up  with  debit  as  it  evolves  ~  wherever  or 


whenever  it  evolves.  And,  as  an  enhancement 


to  your  institution's  cash  card,  Maestro  from 


MasterCard  helps  reinforce  your  strongest  tie  to  your  customers: 


their  deposit  account.  Which  in  part  makes  it  everything  you'll 


need  today,  and  could  want  tomorrow.  In  debit,  at  least.  Maestro 


from  AiastcrCard.  It's  more  tlmii  a  cash  card.  It's  smart  money'" 
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TALK  SHOW 


/  don't  routinely  get  calls  from  the  White  House,  so  I 
picked  it  up  right  away. 

— Rol)ert  Crandall,  CEO  of  American  Airlines,  who  bowed  to  0\  al 
Office  pressure  to  end  the  five-day  flight  attendants'  strike. 
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PEROT  NOTES 


IS  THIS  HOTEL  REALLY 
HECESSARY? 


The  Perot  family  is  in  a 
new  real  estate  dustup— 
this  time  over  a  $124  million, 
850-room  hotel-and-parking- 
garage  jn-oject  in  Kansas  City, 
Mo.  As  with  their  controver- 
sial Alliance  Aii'port  in  Fort 
Worth,  they  want  heavy  pub- 
lic l)acking  for  this  deal,  head- 
ed by  Ross  Perot  Jr.  Ross  Sr. 
isn't  directlv  involved.  Local 


critics  charge  the  deal  is  tilted 
toward  the  Perots,  leaving 
K.  C.  burrlened  with  most  of 
the  liability  if  the  hotel  runs 
into  trouble. 

The  Perots  figure  there's  a 
market  for  a  hotel  next  to  the 
city's  convention  center,  which 
is  being  exjjanded.  When  they 
couldn't  find  outside  backers, 
they  turned  to  the  idea  of  a 
public-private  partnership. 

Prol^lem  is:  How  much  of 
each?  The  Perot  gi-ou])  wants 
to  kick  in  just  $3  million  in 
eijuity  and  have  the  city  raise 
$121  million  in  bonds,  to  be 
paid  off  out  of  hotel  revenues 
and  taxes.  But  such  critics  as 
city  Finance  Director  Verlyn 
Leiker  gr-ouse  that  if  revenues 
fall  short,  the  city,  not  the 
Perots,  could  end  up  forking 
over  up  to  $.36  million  in  pay- 
ments over  15  years  to  ser- 
vice the  del)t.  The  City  Coun- 
cil tentatively  approved  the 
Perot  plan  by  a  vote  of  10-2 
in  early  November,  but  after 
the  local  outcry,  put  it  on  hold 
while  an  independent  study  is 
made.      Richard  A.  Melcher 


GRAVE  MATTERS 

STUDIO  BACK  LOT 
OF  THE  LIVING  DEAD 


H 


oUywood  may  soon  be 
able  to  recreate  the  likes 
of  Humphrey  Bogart,  Charlie 
Chaplin,  and  Marilyn  Monroe 
through  computer  animation, 
putting  them  in 


legends.  Wliat  if  studio  exe<, 
already  drooling  over  reca;- 
ing  the  most  bankable  acti  > 
in  history,  want  to  put  M;i 
lyn  in  an  X-rated  flick? 

Right  now,  few  states  ha 
laws  shielding  people  iii 
commercial  exploitation  all 
death.  Following  a  brouhaa 
over  an  ad  featuring  .Td- 
Wayne  in  drag,  Califon 
passed  its  law  granting 


PLAY  IT  AGAIN:  The 

Maltese  Gold-Rush  Itch  i 


new  movies  with  live   .  ,j 
stars.  And  that's  go- 
ing  to  spawn  a  lot  of  legal 
wrangling  over  who  gets  paid 
and  who  gets  control  over  the 
posthumous  careers  of  sci'een 


AFTERLIVES 


A  DAYDREAM  ON  WALL  STREET:  FREDDY'S  BACK 


Fi'ederick  Joseph,  forbidden 
to  run  another  securities 
firm  following  his  ill-starred 
tenure  as  chief  of  now-defunct 
Drexel  Burnham  Lambert 
during  the  Michael  Milken 
years,  may  soon  be 
"back  in  the  Wall 
Street  mainstream. 
Sources  close  to  Jo- 
seph say  he  is  look- 
ing at  setting  v\\) 
an  investment  advi- 
sory outfit.  This 
comes  after  talks 
wilh  Oppenheimer 
&  Co.  about  an  investment- 
banking  job  came  to  naught. 
Although  two  sources  say 
there  were  discus.- ions,  the 
fii'm  and  a  Joseph  sp(  ^  /sman 
deny  that. 

In  May,  the  Securitu  .  & 
Exchange  Commission  bai  d 
Joseph  for  life  from  rimnin^  a 
securities  firm  and  for  thre- 


years  from  supervising  any- 
one on  Wall  Street  because 
he  didn't  stop  Milken's  abuses. 
But  Joseph  figures  he  has 
wiggle  room:  He  can  own  the 


advisory  outfit  and  have 
someone  else  run  it. 

Joseph,  56,  will  need  a 
new  job  soon.  His  $325,000-a- 
year  gig  as  a  consultant  to 
the  $1.1  billion  DBL  Liquidat- 
ing Ti'ust  runs  out  at  year- 
end.         Lv(\h  Nathans  Spiro 


mortem  protection  for  lO 
years.  Law  Professor  JostI 
Beard  of  St.  John's  Univf- 
sity,  whose  law  review  ai- 
de Casting  Call  at  Foiil 
Lawn  explores  reanimatii, 
thinks  the  new  technoUfy 
will  be  a  boon  to  living  fe- 
tors. He  says  they  can  priit 
by  "selling  postmortem  rig^s 
Ijefore  they  die."  The  techtf 
logy  could  be  here  in  se'ffl 
years.  Now,  computer  im|^ 
es  move  with  Claymatffl 
stiffness.     Linda  Himelsl'm 


A  I.  I  r  Y    <  !l  :•:  <  I( 


U.S.  POLICYMAKERS  SAY  v^e\e  pulled 

ahead  of  our  European  rivals  on  the  wage 
front.  And  tfiat  stands  to  make  us  a  lot  better  off 
in  the  global  marketplace.  Eu- 
ropean officials  chide  their 
workers  for  making  such  high 


IN  REALITY,  much  of  Amer- 
ica's advantage  stems  from 
exchange  rotes.  If  we  returned 
to  1985  rates,  when  the  U.S. 
had  the  stronger  currency,  our 
wages  would  be  the  higher. 
The  German  worker's  current  40.51  marks 
an  hour  would  be  worth  only  $13.76.  And  a 
French  worker  would  cost  $9.95.  Indeed, 


wages,  blaming  them  for  the  European  Co 
munity's  economic  ills.  The  average  Germc 
factory  worker  earns  $25.94  an  hour  in  pc 
and  benefits,  a  French  work 
$16.88.  But  their  Americ( 
cousin  scrapes  by  with  $16.1 


European  executives  the 
days  are  sounding  just  li 
American  honchos  did  ba 
then,  when  an  overvalut 
dollar  made  our  $13.01  ov 
age  seem  way  out  of  lir 
Lesson  for  all:  Don't  crow  about  advantag 
based  on  such  fleeting  conditions  as  foreic 
exchange  rates.  Aaron  6ernsf« 
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UP 


©  1993  United  Parcel  Service  of  America,  Inc 


Soon  every  UPS  vehicle  will  come 
with  a  map  of  its  delivery  route. 

Literally  speaking,  it's  a  map  of  the  world.  An  overview  of  the  185  countries  and 
territories  we  serve.  Figuratively  speaking,  it's  much  more.  Because  it  represents  nothing 
[ess  than  the  evolution  of  our  entire  company. 

An  evolution  brought  on  by  a  business  world  whose  needs  have  increasingly  become 
A^orldwide.  To  keep  pace  with  these  changes,  we've  not  only  increased  the  number  of 
)laces  we  deliver  packages.  We've  changed  the  very  way  we  deliver  them. 

In  fact,  we've  spent  billions  of  dollars  doing  just  that.  Building  everything  from  the 
nost  advanced  customs  clearance  network  to  the  first  nationwide  cellular  tracking  system. 
Technology  not  for  the  sake  of  technology,  but  for  the  sake  of  serving  our  customers  better. 

Suffice  it  to  say,  we've  made  a  lot  of  changes  to  our  company.  We  just  figured 
:  was  time  to  make  one  to  our  vehicles.  The  package  delivery  company  more  companies  count  onT 


NEW  WORLD  ORDER 

INVASIOH  OF  THE 
RED-ARMY  LOOK 


ow  this  is  getting  humili- 
ating. The  fearsome  Rus- 
sian Defense  Ministry  is  so 
brol<e  that  it's  selling  Red 
Army  surplus  to  acquisitive 
Western  trendies:  Uniforms, 
including  coats 
and  hats;  map 
bags;  and  Joe 
Stalin  medals. 

The  Sharper 
Image  catalog  re- 
cently began  sell- 
ing officers'  gi'eat-  badge: 
coats— eight  pounds  of  gray 
felt  for  a  Siberian-style  cold 
snap— for  $399.  The  supplier: 
C.W.O.  (for  Cold  War's  Over) 
in  Perryopolis,  Pa.,  whose 
chairwoman,  Kate  McKeown, 
has  a  distribution  deal  with 


Moscow.  Now,  C.W.O.  is  ne- 
gotiating a  possible  deal  with 
QVC'  Network.  The  company 
also  has  a  stash  of  blank  KGB 
ID  badges— authenticity  not 
guaranteed.  As  an  enticement, 
C.  W.  0.  sent  one  to  QVC  CEO 
Barry  Diller. 

This  isn't  just  about  mak- 
ing a  buck,  McKeown  says: 
"Wlien  you  buy  this  stuff,  you 
personally  help  dismantle  the 
Soviet  war  machine."  One- 
tenth  of  the  profits  will  go 
to  teach  entrepre- 
neurship  in  Russia. 
C.  W.  O.'s  adviser, 
Stanley  Marcus, 
the  88-year-old 
chairman  emeritus 
of  Neiman  Marcus, 
Genuine?  gays  he  expects 
the  greatcoats  to  be  particu- 
larly popular:  "They  have  a 
lot  of  macho  to  them— and  a 
lot  of  wool."  And  Lenin 
thought  that  capitalists  would 
end  up  selling  rope  for  their 
own  nooses.  Peter  Coy 


SHOW  BIZ 


IT'S  A  HUMONGOUS  WORLD,  AFTER  ALL 


It's  not  (juite  a  Chinese  Dis- 
neyland, i)ut  it's  the  closest 
thing  yet.  Hong  Kong-l)ased 
Wo  Yau  Properties  is  build- 
ing the  first-ever  theme  park 
in  China.  And  it's  not 
messing  around.  The  com- 
pany plans  to  build  land- 
marks from  around  the 
glolje— all  to  scale— on  232 
square  miles  just  north  of 
the  southern  boomtown 


The  natural  landscape  will 
also  be  molded  to  reflect  nat- 
ural wonders  of  the  world,  in- 
cluding an  Amazon  jungle, 
Dutch  tulip  gardens,  and,  yes, 
even  Mt.  Everest  (the 


'>l  Guangzhou. 
Among  the  sight; 
Egypt's  Sphinx,  a  French 
castle,  the  Acropolis  of 
Athens,  Stonehenge,  and  the 
Paris  Opera  ?li  use.  Repre- 
senting America.  A  generic 
Las  Vegas  casino— but  with 
no  gambling  allowcil.  Gaming 
is  against  the  law  i;i  China. 
So  there  will  be  oiic-armed 
bandits,  winner  takes  naught. 


only  attrac- 
tion not  built 
to  size).  You  want 
ffoUywood?  How 
about  a  replica  of 
Devils  Tower  Na- 
tional Monument, 
the  meeting  place 
in  Clone  Encoun- 
tei-s  of  the  Third  Kind?  The 
comjiany  estimates  it  will  take 
$60  million  and  2,000  to  3,000 
workers  to  build  the  park, 
which  should  be  finished  in 
two  years.  Note:  Foreigners 
will  pay  $13  to  get  in,  less 
than  half  the  price  charged 
locals.  Joyce  Baniathan 


DRAWN  AND  QUARTERED 


MORALE  SOUAD 


THE  ROAR  OF  THE  XEROX 
THE  SMELL  OF  THE  FAX 


So  you  think  it  pays  to 
make  a  fool  of  yourself, 
huh?  Big  companies  are  hiring 
a  New  York  comedy  troupe 
to  gather  everybody  fi'om  the 
chief  executive  to  the  mail- 
room  guy  into  one  room  and 
have  them  work 
up  wacky  im- 
provisational  rou- 
tines. Like  putting 
three  people  in  a 
three-headed  suit 
and  making  them 
free-associate  the 
adventures  of  a 
rubber  duck.  Like 
handing  them  a 
common  household 
item  and  telling 
them  to  pitch  it  as 
a  new  product- 
selling  a  Fi-isbee  as  an  infant's 
sled,  say. 

New  York-based  Chicago 
City  Limits,  an  offshoot  of  the 
famed  Second  City  comedy 
troupe,  figures  that  using 
teamwork  to  put  together 
shticks  on  the  spot  makes  for 


better  internal  relations  in 
company— as  well  as  quicke 
witted  salespeople.  Sessioi 
with  drugmaker  Apotheco 
wrote  Marketing  Director  IVl 
chael  Guidotti  in  a  lette 
were  a  "valuable  assistanc 
in  boosting  sales. 

Chicago  City  Limits,  whi( 
started  marketing  these  hi^ 
jinks  in  1989,  has  worked  f 
60  companies  to  date,  inclu- 


ing  such  button-down  esta 
lishments  as  GE  Capital  ai 
General  Foods.  After  one 
cent  session  at  Computer^ 
sion,  the  company's  Hum; 
Resources  Director,  Carl  Di; 
asked:  "Should  I  quit 
my  day  job?"  □ 


THE  BIG  PICTURE 

CORNER-OFFICE  SHUFFLE 

Senior  executives  are  a  restless  lot.     OF  3,500 
One  survey  says  a  total  of  76%  of  EXECUTIVES 
them  are  searching  for  a  new  job  POLLED: 
while  still  employed. 
And  58%  have  had 
at  least  one  job  offer 
within  the  lost  year. 


DATA:  PAUL  RAY  BERNDTSON,  CORNELl  CENTER 
FOR  ADVANCED  HUMAN  RESOURCE  STUDIES 


FRIENDS 
FOR  UADS 


FOOTNOTES 

Deloitte  &  Touche  iji-liday-spending  outlook:  Northeast,  up  18%;  Midwest,  down  14%;  South,  up  23%;  West,  down  14% 
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Mercedes-Benz  introduces 


another  safe,  roomy, 
powerful,  technologically 
innovative  automobile. 
So  what  else  is  new? 


Introducing  a 
whole  new  class 

of  cars  from 
Mercedes-Benz. 

Introducing  the  C-Class,  an  entire- 
ly new  class  of  automobiles  from 
Mercedes-Benz,  with  a  starting 
price  of  $29,900* 

And  in  case  there's  any  confu- 
sion, that's  the  price,  not  the  down- 
payment. 

Yet  with  the  exception  of  price, 
the  C-Class  is  everything  you'd 
expect  from  a  Mercedes.  The  fact 
is,  when  we  built  the  C-Class,  you 
might  say  we  borrowed  shameless- 


ly from  some  other  cars.  Our  own. 

You  see,  the  new  C-Class  em- 
bodies the  attributes  and  technolo- 
gy which  define  Mercedes-Benz 
cars.  There's  a  Supplemental 
Restraint  System  that  combines 
driver  and  passenger-side  air  bags 
with  automatic  seat  belt  tensioners 
and  padded  knee  bolsters,  four 
wheel  antilock  disc  brakes  and  our 
unique  five-link  rear  suspension. 

Every  C-Class  car  comes  with 
standard  luxuries  that  are  any- 
thing but  standard  for  cars  at  this 
price.  There's  automatic  climate 
control,  a  10-way  electri- 


cally adjustable  driver's  sea 
zebrano  wood  trim  and  an  8-spea 
er  sound  system.  And  don't  I 
fooled  by  its  price,  the  C-Class  is  r 
small  Mercedes.  There's  enou^ 
headroom  for  five  6'2"  adults.  (F 
anyone  taller,  there's  always  tl 
standard  sunroof.) 

Following  our  leader,  the  top-( 
the-line  S-Class,  the  C-Class  has 
double  wishbone  front  suspensio' 
air  conditioning  free  of  ozon 


•     ■  rn  'ii;portfi/i,}r:  '  hiiixr.  <iii  taxes,  tide/documentary  fees,  rfgistratim,  tags,  dealer  prep  charges,  insurance,  optional  equipment,  certificate  i 
;oinplia.  linn.,-..  :  Tu.c.s  may  vuiy  by  dealer.  C220  shown  at  MSRP  of  $30,320.  Includes  rear  head  restraints.  Base  MSRP  for  a  0280  is  $34 

F  wpplemeniL  '  ii:a\e  alwny..  mnrymrseat  belt.  €1993  Mercedes-Benz  of  North.  America,  Inc.,  Montvak,  N.J.,  Member  of  the  Dainder-Benz  Group. 


pleting  CFCs  and  state-of-t| 

manufacturing  methods  that 
:lude  meticulously  checking 
iy  tolerances  of  each  and  every 
ly  shell.  And  though  the  C-Class 
0  shares  some  styling  cues  with 
S-Class,  its  sleek,  aerodynamic 
lign  is  unquestionably  unique. 
The  C-Class  has  also  set  some 
V  standards  for  Mercedes-Benz. 
!se  cars,  for  instance,  undergo  a 
tery  of  computer  simulations 


grogram  beyondi 
ies  ever  before. 
T^mth  its  2.2-liter, 
4-cylinder  engine  and  the  C280 
with  a  2.8-liter  6-cylinder,  use 
advanced  technology  to  produce 
exceptional  torque  not  just  at  high 
rpm,  but  at  low  and  mid  rpm 
where  you  need  it  most.  And  a 
sophisticated  computer  system 
continuously  coordinates  func- 
tions like  air/fuel  mixture  and 


timing  improl 
mance,  fuel  economy  and  3 
emissions. 

Of  course,  for  Mercedes-Benz  to 
build  a  car  this  incredible  is  pretty 
much  to  be  expected.  But  to  do  it 
for  $29,900,*  now  that's  a  feat  of 
engineering. 

For  additional  information,  call 
1-800-964-6153. 


TheNewC-Class 
Starting  at  $29.900* 
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CAN  COMPANIES 
GET  UNSTUCK? 


Your  story,  "Stuck!:  How  companies 
cope  when  they  can't  raise  prices" 
(Cover  Story,  Nov.  15),  struck  home.  As 
a  major  international  company,  it  is  with 
rare  exception  that  pricing  and  costs 
are  not  our  major  focus. 

Your  prescription  to  abanidon  dis- 
counts, coupled  with  process  and  product 
reengineering,  hits  the  mark.  Both  pro- 
vide symptomatic  relief  for  the  ailment 
of  "compressing  margins."  However,  to 
cure  the  disease,  entire  industries  must 
retool  their  balance  sheets. 

Continuous  improvement  and  an  unre- 
lenting drive  to  reduce  costs  throughout 
a  company's  supply  and  delivery  chain 
must  become  the  order  of  the  day.  To- 
day's customer  demands— 
and  deserves— consistent 
product  and  the  best 
price  we  have  to  offer. 
Companies  that  jointly  at- 
tack the  prolilem  will  sur- 
vive, and  margins  will 
stay  intact.  Companies 
that  don't  will  make  for 
good  case  studies  on  how 
not  to  succeed. 

Steven  C.  Jacobs 
Senior  Vice-President 
Americas  Services 
Holiday  Inn  Worldwide 
Atlanta 


BusinessWeek 


STUCK! 

How  Companies  Cope 
WhenTliey 
Can't  Raise  P  - 


The  article  was  amusing,  but  the  ta- 
bles did  not  support  your  thesis.  Of 
the  10  industry  categories  depicted,  only 
"infant  and  toddler  clothes"  was  experi- 
encing lower  prices.  The  other  indus- 
tries—all more  significant— were  continu- 
ing to  raise  prices,  albeit  at  a  slower 
rate  than  in  the  past.  I  guess  an  article 
titled  "How  companies  cope  when  they 
can't  raise  prices  as  much  as  they'd  like" 
doesn't  have  the  same  ring. 

Bill  Fridl 
San  Bruno,  Calif. 

Contrary  to  a  statement  in  your  story, 
Boeing  Co.  has  not  said  it  is  freezing 
the  prices  of  our  commercial  jetliners 
for  the  next  five  years. 

Our  goal  in  the  Commercial  Airplane 


Group  is  to  reduce  the  cost  of  buildii 
our  jetliners  over  the  next  five-year  p 
riod.  As  those  reductions  are  achieve 
we  expect  to  share  some  of  the  gaii 
with  our  customers,  some  with  oi 
shareholders,  and  to  retain  some  f 
product  development  and  productivi 
investments. 

Ron  Wooda 
Executive  Vice-Preside 
Boeing  Commercial  Airplane  Groi 

Seati 


W  ing  the  competitive  pressures  facii 
companies  worldwide.  However,  in  pi 
scribing  strategies  for  coping  with  d 
dining  margins  and  eroding  prices,  tl 
article  clearly  understated  the  potenti 
role  of  information  technology. 

Modern  information  technology  ci 
do  much  more  than  j 
track  customer  preferei 
es  and  target  prices 
enables  firms  to  restrd 
ture  their  entire  coj 
base.  I  am  familiar  wi 
many  cases  where  infcj 
mation  technology  h 
been  successfully  used 
reduce  organization 
complexity  and  imprc 
profitability  through  bu: 
ness  reengineering,  yie 
management,  just-in-tin 
competition,  or  other  i 
novations. 
Senior  managers  who  do  not  mal 
information  technology  an  integral  pa 
of  their  business  strategy  will  find  thf 
future  seriously  threatened  by  compe 
tors  who  do. 

Jaak  Jurist 
Assistant  Professor 
Information  Syster 
Graduate  School 
Business  Administratii 
Fordham  Universi 
New  Yo; 


Letting  consumers  have  the  final  d& 
sion  on  the  real  value  of  the  gooi 
companies  have  to  sell  is  part  of  tl 
past.  The  real  decision  for  setting  pric 
no  longer  rests  with  the  consumer  b 
with  a  store's  buyers. 

For  many  companies,  it  is  the  bu 
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^  citizen:  how  the  world  tells  time 


oday,  more  people  in  the  world  depend  on  a  watch  made 
•y  Citizen  than  any  other  timepiece  on  earth.  Including 
/hite  water  rafter  Martin  Grant.  Marty  likes  one  from  the 
citizen  Promaster  Sports  Chronograph  Collection. 
'O'ater-resistant  up  to  a  depth  of  150  meters,  with  calendar, 
larm  and  countdown  timer.  In  fact,  Marty  often 
dshes  he  were  as  water-resistant  as  his  Citizen  Promaster. 


^ECHT'S   FOLEY'S   BOBINSQNS  ♦  MAY 


"Human  resources  managers  shouldn't  spend  too  much 
time  behind  their  desks.  At  Akzo.  they  call  me  the  hands-on 
manager  because  I  m  constantly  out  meeting  our  people. 
I  know  the  employees  in  the  Resins  business  unit  personally. 


That's  important  because  it's  my  job  to  make  surd 
Akzo's  human  resources  programs  meet  the  persom 
professional  needs  of  each  and  every  employee.  | 
And  these  needs  vary  at  each  of  our  five  plants,  with 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  products.  Some  6- 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Amenc 
Corp.  Comm.  Dept.  R 12,  300  South  Riverside  Plaza,  Chicago.  II.  60606.  Phone  (312)  906-7500. 


CREATING  THE  RIGHT  CHEMISTRY  AI^TQ 


For  a  brilliant  celebration  of 
your  loving  marriage. 


The  25th  Anniversary  Diamond. 

Call  1-800-331-45U.  A  diamond  is  forever. 


Wc  believe  travel  should  refresh  your  spirit. 


From  tranquil  Oriental  gardens  to  invigorating  ocean  views,  our  hotels 
offer  a  refreshing  change.That's  because  we  embrace  the  local  culture.  And 
offer  only  the  highest  standards.  To  experience  the  difference,  call  your 
travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

Pan  Pacific  Hotels  and  Resorts 


NORTH  AMERICA:  VANCOUVER,  SAN  FRANCISCO.  SAN  DIEGO,  ANAHEIM.  HAWAII    PACIFIC:  AUCKLAND,  GOLDCOAST 
VANUATU   PALAU   ASIA:  SINGAPORE.  KUALA  LUMPim.  JOHOR  BAHRU.  PANGKOR,  JAKARTA,  DHAKA:  WUXI,  NARITA 
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CORREaiONS  &  OARIFICATIONS 


"The  'glass  ceiling':  A  barrier  to  the 
boardroom,  too"  (Top  of  the  News 
Nov.  22)  said  a  survey  by  Catalyst 
listed  Digital  Equipment  Corp.  as  not 
having  any  women  on  its  board.  Sincffi 
that  survey  was  completed,  the  compa 
ny  has  named  Kathleen  F.  Feldstein 
president  of  Economic  Studies  Inc.,  as 
a  director. 

"High-tech  startups  to  watch,"  a  tabk 
in  the  Finance  section  of  the  Enter 
prise  bonus  issue,  mistakenly  included 
Docucon  Inc.  among  the  list  of  prifl 
vately  held  companies.  Docucon  is  list 
ed  on  the  NASDAQ  exchange  under  tht 
symbol  DOCU. 

In  "The  profit  pace  speeds  up  sharply'  | 
(Corporate  Scoreboard,  Nov.  15),  net 
income  for  Molex  Inc.  in  the  nine  I 
months  ended  in  September  should  b( ' 
$61.2  million,  a  12%  increase  from  ; 
year  earlier. 


ers  at  hypermarket  chains  who,  in  the 
quest  for  better  conditions  than  the 
competitors,  started  a  price  war  amor 
manufacturers  and  retail  giants. 

Negotiating  with  Carrefour,  Promo( 
es,  or  the  like  is  a  decisive  step,  an 
one  that  has  driven  leading  manufactu: 
ers  to  a  spiral  of  losses  in  profitabilit 
and  to  drastic  restructurings.  The  pric( 
of  products  as  diverse  as  milk,  fi'uit  jui 
es,  detergents,  bathing  gels,  toothpast 
beer,  sodas,  and  pet  foods  have  bee 
reduced  significantly  in  recent  year 
and  the  consumer  has  had  very  little  i 
do  with  it. 

The  concentration  of  retail  giant.s 
Europe  will  maintain  prices  of  leadir 
brands  at  record  lows.  In  the  end,  tl 
consumer  will  benefit,  and  some  an 
lysts  will  mistake  this  trend,  attributii 
these  new  prices  to  consumers  and  ni 
to  the  real  policymakers:  the  power 
the  retail  trade. 

Diego  Montesim 
Trade  Marketing  Manag' 
CILESA  SME  Groi 
Madr 

You  and  Intel  Corp.  seem  to  have  i 
vented  a  new  term  called  "vah 
added"  in  establishing  pricing  structure 
Why  not  stick  to  product  different! 
tion?  Your  article,  for  the  most  pai 
discusses  commodity  products,  whv 
price  and  availability  differentiate  (n 
vendor  from  the  other,  with  or  witho. 
disinflation. 

Vendors  who  can  truly  differentia' 
their  noncommodity  products  are  in  ! 
huiTy  to  reduce  prices,  since  for  the  a 


1 


Tuesday 

2^ 


.day 


24 


day 


nning 


Omart  business  people  recognize  value  for  money.  1994 
BusinessWeek  planners,  at  30%  off  the  regular  price,  represent 
real  value  for  money.  Available  separately  or  in  matching  black 
skived  leather  Sets.  The  design  is  sleek  yet  practical,  with 
13-month  calendars,  week-to-view  appointment  spreads,  and 
comprehensive  travel  &  business  information  sections. 
These  are  planners  with  a  plus. 

On  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
this  in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner 
Only  999  boxed  Sets  are  available  for  1994,  meticulously  bound  by 
British  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 
guards,  and  silver-edged  pages.  Full 
name  stamping  is  complimentary. 


For  details  on  customization  options  and  special 
quantity  discounts  call  Amanda  Kane  on  201-461-0O40 
Materials  and  workmanship  fully  guaranteed  or  your  money  back 


USA  Tredil  card  holders  may  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-362-2860 
Ask  Operator  18  for  Dept  BC4HP4 
We  honor  AmEx/Diners/Visa/MasterCard 


Desk  Planne 
lOVa"  X  8Vi 

Pocket  Plar 
678"  X  S^s'l 

Wallet  PlannI 
77-."  X  3^1,", 


Name  (Mr/Mrs/Ms)_ 

Company  

Address 


City  

Zip/Postcode_ 
Job  Title 


State/Country  _ 


Tel 


□ 


Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
customization  options. 

Full  name  for  blocking  


Clip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 

Dept,  BC4HP4  P.O  Boxl597,  Fort  Lee.  NJ07024,  USA  Fax  201  461  9808  or 

P  C,  Box  13.  Great  Missenden,  Bucks  HP16  OPZ  ENGLAND  Fax  44  494  890757  or  Suite  C.  22nd 

Floor.  Yiko  Industrial  Building.  10  Ka  Yip  Street.  Chaiwan.  HONG  KONG  Fax  8S2  5589246 


Item 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Blue  Presidential  Planner  Set 


BW210 


BW207 


BW204 


BWlOl 


Regular  Price     Your  Price     Quantity     Total  US$ 


US$95.00 


US$32.95 


US$24,95 


US$12,95 


US$95,00 


(The  Presidential  Planner  Set  comprises  a  blue  leather  Desk  Planner  with  matched  blue 
leather  Wallet  Planner  Boxed  for  gift  presentation  with  complimentary  silver  blockmg  of 
your  nanie  on  both  items) 


Pnces  include  delivery  by  surface  mail 
but  do  not  include  local  duties  or  taAes 
DeLvery  commences  September  1993 


Personalization  US$4  75  per  item 


Handling  &  Packing  US$2  25  per  item 


D  Check  enclosed  payable  to  'BusinessWeek  Planner' 
D  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  charge  to  □  AmEj    □  Diners  Club   □  Visa   □  MasterCard 


NJ  Residents  add  6%  Sales  Tax, 
UK  Residents  add  VAT 


TOTAL  US$ 


Expiration  Dale_ 


_Sigiiature_ 


DANIEL  MINK 

SWISS 


TOURN€fiU  ^ 

'  - .  ^  New  York  '  Geneva  '  Palm  Beach  •  Bal  Harbour  •  Cosia  Mesa 

FOR  MORE  INFORMATION  OR  A  BROCHURE  CALL  1 -800-22  1 -6465 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 


'I'm  a  vice  president  because  1  sold  22,000  gizmos 
tilts  year.  How'd  you  become  a  v. p.  ?' 


"/  made  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  yciu. " 


p.  O.  Box  3021,  Glen  Eily.i,  IL  6013 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


ditional  price  increment,  as  you  would 

say,  they  deliver  value. 

M.  Russ  Adamian 
Bridgewater,  N.  J. 


A  HIGH-TECH  SERMOH 

FOR  THE  SERVICE  SEaOR  

Regarding  "Health  care  has  a  badi 
case  of  'cost  disease'"  (Economic 
Viewpoint,  Nov.  15),  modern  technolo- 
gy may  not  be  able  to  improve  the  pro- 
ductivity of  all  areas  of  the  service  in- 
dustry, but  many  can  benefit  from  it. 
[William  J.]  Baumol's  [fixed  productivity 
of  a]  string  quartet  is  a  good  example.! 
In  1791,  only  a  couple  of  hundred  people 
at  most  could  hear  a  performance.  To-! 
day,  a  single  performance  can  be  record-: 
ed  and  broadcast  to  millions  of  people. 

I  used  to  charge  people  hundreds  of 
dollars  to  provide  such  legal  services  as 
incorporations,  trademarks,  and  bank- 
ruptcies. And  I  was  able  to  improve  my 
productivity  as  well  as  lower  consumers' 
costs  by  putting  the  same  information 
and  legal  forms  into  books  and  computer 
diskettes. 

Eventually,  more  areas  of  the  service 
sector  will  figure  out  how  to  use  nev\' 
technology  to  improve  their  productivity 
and  lower  prices. 

Mark  Wai-(l;i 
President 
Sphinx  International  Inr, 
Clearwater,  Fli., 

THE  BAY  STATE  HAS  ALREADY  TAKEN 
THE  HEALTH-CARE  PLUNCE  

In  "Reality  Check"  (Up  Front,  Nov.  15 1 
you  reported  that  as  many  as  15%  nl 
small  employers  [nationwide]  are  deniei 
group  health  coverage.  While  this  is  un 
fortunate  and  wrong,  it  isn't  like  that  ii 
every  state. 

Massachusetts  law  requires  that  al 
small  employers  (25  or  fewer  employ 
ees,  including  sole  proprietors)  are  pi-c 
vided  "guaranteed  issue"  of  group  healtl 
insurance  by  any  insurer  of  their  choici 
doing  business  in  this  state.  Preexist 
ing-conditions  limitations  are  virtually 
eliminated,  and  no  insurer  may  impost 
"condition  riders." 

The  law  is  phasing  in  a  rating  plar 
that  will  ultimately  result  in  a  "commu 
nity  rating"  structure.  Coverage  is  guar 
anteed  renewable,  regardless  of  clain 
history,  and  all  renewal-rate  increase- 
must  conform  to  strict  regulatory  re 
quirements. 

The  commercial  insurers  are  willing 
participants  in  this  necessary  plan, 
there  is  no  question  that  we  are  in  nee( 
of  health  reform  that  grasps  the  basii 
premise  that  the  availability  of  heakl 
coverage  should  be  guaranteed  to  ev 
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Expanded  International 
Airport. 

Newly  Modernizec 
Highways  And  Railways. 

High-Speed  Fiber-Optic 
Telecommunications  Network. 

Did  We  Mention 
They're  Already  Paid  For? 


''Paid  for?  Someone  still  does  that?'' 


Connecticut  has  already  invested  billions  in  21st  century  systems  for  business  growth. 
So,  unlike  other  states,  we  won't  need  to  raise  new  taxes  for  CONNECTICUT 
infrastructure  upgrades.  For  details,  call  1-800-392-2122.        The  State  That  Thinks  Like  A  Business. 


1 8A-CA 


The  first  compact  disc 


combining  financial 


and  fuli-text  company  reports 
for  investment  analysis. 


"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  1 2,000  U.S.  compcinies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  eind  Americcin  Stock  ELxcfiant 
compajiies.  Combine  witfi  software  for  comprefiensive  fineincial  einalyses. 
Now,  place  it  all  in  the  palm  of  your  hcind.  It  fairly  boggles  the  mind. 
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At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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should  keep  your  m  o  d  e  m 
to  your  typewriter. 


Siiict'  a  Pacific  Bell  data  line  moves 
iiilonnation  fi\e  times  taster  tliaii  a 
modem,  Nou'd  lui\e  to  sa\  modems 
are  olisolete. 

With  our  comparahK -priced 
data  lines,  instead  ot  \\aitin<j;  while 
\()ur  modem  ties  up  xour  phone 
lines  and  xour  computer,  xou  can 
transter  liu<j;e  amovmts  ol  data  in 
just  luinutes. 

It  s  all  ven  simple.  Bv  connect- 
in<i;  \"our  computer  to  our  existing 
digital  net\\ork,  xou  don't  need  an 
analog  modem  to  translate  com- 
puter data  into  sound  hits  that  can 


Maybe  you 
next 


tiaxel  (ner  a  phone  line.  Instead, 
inlormation  moves  taster  because 
it  I'emains  in  a  digital  format  trom 
computer  to  computer. 

Telecommuting  ht^comes  easier 
because  Nour  computer  at  home  is 
digitally  linked  to  vour  computer 
at  work,  allowing  (or  a  taster,  moiv 
accurate  transmission  ol  vtnw  tiles. 
.Accessing  a  shared  data  base  can 

Data  Networking 

Compaiison  ol  9  6  Kbps  analog  modem  lo  Paalic  Bell  Smlcned  Digital  Service  56 
18D-CA 


be  so  last  it  seems  like  the  inlorma- 
tion is  alread\  in  xour  computer. 
You  can  e\'en  transmit  inlormation 
and  vuicv  siniultaneousK  oxer  a 
single  line,  alloxxing  two  people  to 
talk  on  the  phone  xxhile  tliex  xxork 
on  the  same  document  li'om  two 
diltereiit  computers. 

And  because  this  technologx  is 
axailable  tiom  Pacific  Bell,  it  s  easx 

PACIFICM^BELL 

A  Pacific  Telesis  Company 


to  get  started.  Our  data  experts 
x\ill  design  the  network  vou  need 
and  train  xoiu'  people  to  use  it. 
W'e  provide  software  trom  leading 
v  endors  and  all  the  hardxvare  you 
need.  All  xou  liaxc  to  do  is  make 
tlie  first  phone  call. 

To  do  that,  contact  an  autho- 
ri/.etl  sales  representatixo,  or  call 
us  at  1-H(H)-PAC  BELL  ext.  364. 

Good  enough"  isn't. 

©1993Pacite  Bell 


FOR  COMPANIES 

LOANS  AND  LINES  OF  CliEDIT 

THAT  ARE  ON 

DEPOSITORY  AND  INVESTMENT  SERVICES 

THE  LEADING  EDGE 


INTERNATIONAL  SERVICES 


OF  TECHNOLOGY 


CASH  MANAGEMENT  SERVICES 


BANK  OF  THE  WEST 


PENSION  AND  PROFIT  SHARING  PLANS 


PROVIDES  THE  EDGE 


PERSONAL  BANKING  SERVICES 


IN  BANIONG  SERVICES. 


For  more  than  a  decade,  the  Techin  )k)g\-  Industries  Depaitment  ( )f  Bank  ( )f  the  West  has  been 

sen'ing  high  techm  )k)g\'  companies— providing  the  rtnancial  services  they  need  to 
grow,  with  tlie  si:)eed  and  flexibilit)-  needed  to  succeed.  All  backed  by  the  strength  of  119  \'ears, 
100  California  offices,  and  full  access  to  the  worldwide  network  and  resources  of  our 
parent,  Bancjue  Nationale  de  Paris.  Get  the  edge.  Call  Robeit  J.  Galli,\lVMgr,  Technology- 
Industries,  at  ( 40(S )  99H-653S  anel    .^^^"^^^   ^'^'^  l""^ *w g( )od  a  bank  can  be  lor  yc )u. 


BANKt^h'eWEST 


199S  Bank .  ,hhe  wes,  TECHNOLOGY  INDUSTRIES  DERARTMENT  M.n.ix ,  n  m 
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12:15  p.m.  Swing  Shift 


Business  is  tou2;"h.  Life  shouldn't  be. 


In  South  Dakota,  we  like  to  make  both 
as  eds\'  as  possible.  That  s  \vh\- \  ou  won't 
tind  a  corporate  income  tax,  a  personal 
income  tax  or  a  busmess  in\  enton'  tax 
in  our  state.  .\nd  \  ou  won  t  hnd  trallic 
lams,  pollution  or  stress.  It  this  is  the 
\\  a\'  \  ou  would  like  to  do  business,  loin 
Citibank,  Gateway  2000  and  the  man\' 
other  successKil  companies  working 
and  pla\  ing  in  South  Dakot 
For  more  mtormation,  ca 
the  Go\  ornor  s  Otlice  ot 
Economic  Development 

at  1-800-872-6190. 


Fa.x:  (605)  "75-5256 
E.  W  ells  Av  enue,  Pierre,  SD  57501-3569 

All  inqulnej^  will  he  kept  strictK-  tonrideniiaJ, 
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ryone.  What  we  certainly  do  not  need 
ow  is  more  government. 

David  A.  Bamel 
HRB  Insurance  Associates 
Newton,  Mass. 

HE  Flows  FROM  NAFTA  WONT 

f  CAUSING  ANY  FIOOPS  

tUjk  y  study  assumes— not  predicts,  as 
IWm  stated  in  the  commentary,  "An 
nli-NAFTA  argument  you  haven't  heard" 
fop  of  the  News,  Nov.  8)— that  a  por- 
on  of  the  flow  of  investment  to  Mexico 
■cm  the  U.  S.  stemming  from  NAFTA 
ould  reduce  capital  spending  in  the 
.S.  But  the  $2.5  billion-per-year  fig- 
re  cited  leaves  out  two  offsetting  flows: 
1  increase  in  investments  into  the  U.  S. 
om  the  rest  of  the  world  and  higher 
ivings  out  of  profits  made  in  Mexico, 
'e  can  argue  about  the  strength  of 
lese  effects:  While  most  mainstream 
odelers  say  they  immediately  offset 
le  outflow,  my  work  has  it  only  being 
fset  after  five  to  seven  years.  Thus 
le  debate  among  economists  is:  Will 
ere  be  a  small,  transitory  reduction 
U.  S.  investment,  or  none  at  all— hard- 

the  $12.5  billion  reduction  after  five 
>ars  that  you  suggest. 
Some  concerns  about  nafta  are 
iderstandable.  But  to  turn  one's  back 
I  a  way  to  manage  the  growing  eco- 
imic  interdependence  in  North  Ameri- 

because  of  a  misplaced  fear  that 
Tierican  workers  cannot  compete  is, 
re  I  say,  "Perotchial." 

Robert  McCleery 
Kobe  University 
Kobe,  Japan 

TYSNG  THE  POOR  CORPORATION  IS 
PATENT  ABSURDITY  

t  ttempts  to  position  corporations  as 
m  victims  in  patent  litigations  ("Inves- 
•s  wanted— for  lawsuits,"  Legal  Af- 
rs,  Nov.  15)  ignore  years  of  history, 
itil  the  establishment  of  the  Court  of 
•peals  for  the  Federal  Circuit  in  1982, 
'entors  had  less  than  a  one  in  six 
ance  of  winning  patent  litigations. 
)St  corporations  wouldn't  license  pat- 
;s  of  individuals  and  small  lousinesses. 
Even  given  substantial  gains  for  in- 
itors  since  CAFC  was  established,  few 
'enters  have  the  resources  or  the 
mina  to  survive  patent  litigation.  If 
porations  can  rely  on  their  sharehold- 
to  finance  attempts  to  deny  inven- 
s  their  due,  why  shouldn't  inventors 
oy  similar  benefits? 

Jerome  H.  Lemelson 
Incline  Village,  Nev. 


isrs  to  the  Editor  should  be  sent  to  Readers  Report, 
iness  Week,  1221  Avenue  of  the  Americos,  New 
,  N.  Y  10020-  Fax  (212)  512-4721,  All  letters 
include  an  address  and  daytime  end  evening  tele- 
ine  numbers.  We  reserve  the  right  to  edit  letters  for 
>ly  and  space. 
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THE  DOWNING  STREET  YEARS 

By  Margaret  Thatcher 
HarperCollins  •  914pp  •  $30 


WHEN  MAGGIE  WAS 
NO.  1  AT  NO.  10 


It's  May,  1983,  and  Margaret  Thatch- 
er is  in  Edinburgh,  campaigning  for 
reelection.  Just  back  from  an  eco- 
nomic summit,  the  British  Prime  Minis- 
ter realizes  that  a  speech  reporting  on  it, 
just  hours  away,  needs  much  more 
work.  So,  as  she  relates  in  The  Downing 
Street  Years,  she  and  some  staff  mem- 
bers spend  the  early  evening  "crawling 
around  the  floor  of  my  room  at  the  Cal- 
edonian Hotel,  sticking  together  bits  of 
text  with  sellotape." 

When  most  people  think  of  the  Iron 
Lady,  they  hardly  picture  her  on  her 
hands  and  knees.  But  given  her  procliv- 
ity for  perfectionism  and  capacity  for 
work,  it's  not  out  of  character.  The  long- 
est-serving British  Prime  Minister  of 
this  century  is  widely  acknowledged  to 
be  brilliant,  intense,  and  rigid.  The  first 
volume  of  her  memoirs  also  reveals  her 


to  be  usually  indomitable,  sometimes 
earthy,  and,  on  occasion,  amusing. 

Unfortunately,  readers  must  plow 
through  many,  many  pages  to  find  the 
revelatory  moments.  Even  history  buffs 
will  find  the  book  tough  going.  Thatcher 
too  often  merely  recites  her  day-by-day 
activities.  Unlike  authors  who  invent  di- 
alogue for  occasions  they  never  attend- 
ed, she  uses  none— even  fi'om  events  at 
which  she  was  present— and  she  rarely 
reports  others'  positions.  She  can  skew- 
er opponents  along  with  the  best,  but, 
with  a  few  exceptions,  she  doesn't— and 
she  skimps  on  positive  appraisals,  too. 
Least  forgivable,  she  stints  on  displaying 
her  formidable  analytic  powers.  Instead 
of  arguing  her  geopolitical  views,  she 
offers  generally  mundane,  matter-of-fact 
observations.  She  commits  the  sin  one 
least  expects:  She's  bland. 


Yet  inside  this  huge  tome  is  a  boo! 
perhaps  half  as  big,  that's  worth  reac 
ing.  Thatcher,  Britain's  most  importar 
political  figure  since  Winston  Churchil 
shows  herself  to  be  what  she  claims  ti 
be:  a  conviction  politician— as  oppose; 
to,  say,  a  consensus  politician.  At  on 
Commonwealth  conference,  she  aske 
Guyana's  President  what  he  meant  b 
consensus— "a  word  of  which  I  had  hear 
all  too  much"— and  he  replied  that  "it  i 
something  you  have  if  you  cannot  gi 
agreement."  Consensus,  she  lectures, 
"the  process  of  abandoning  all  belief; 
principles,  values  and  policies  in  searc 
of  something  in  which  no  one  believe; 
but  to  which  no  one  objects." 

Except,  of  course,  Thatcher.  Durin 
111/2  years  in  office,  once  she  decide 
what  was  right— and  to  her  there  W£ 
always  right  and  wrong— she  was  ui 
stoppable.  This  trait  explains  her  succei 
and  her  downfall.  At  first,  Britain  wan 
ed  a  revolutionary  (a  sobriquet  she  re' 
els  in).  It  wanted  tax  and  labor  reforn 
privatization,  changes  in  housing,  educ; 
tion,  and  health  policy.  But  in  timi 
Thatcher— who,  as  backers  liked  to  sa, 
"leads  fi"om  the  front"— got  too  far  ahes 
of  her  constituents,  particularly  by  pr 
posing  a  poll  tax.  It  matters  not  th; 


w 


AND  E VE  RYWH 
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r  refusal  lo  suhmerKe 
•itain  in  a  supranational 
jrope— the  other  issue 
at  brought  her  down- 
is  vindicated.  Even 
len  her  instincts  were 
"ong,  she  could  not 
ray  from  conviction. 
On  matters  of  state, 
■e  Doivning  Street  Years 
ovides  only  one  revela- 
in— that  Thatcher  and 
■an(;ois  Mitterrand  in 
B9  privately  discussed 
lys  to  slow  Germany's 
jnification  and  prevent 
dominance  of  Europe, 
e  French  President 
itradicted  those  lean- 
's publicly,  however, 
dch  leads  Thatcher  to  blast 
acy  to  schizophrenia." 
Thatcher  also  offers  short,  sharp  ob- 
•vations  of  many  other  world  leaders, 
jcard  d'Estaing  "had  the  manners  of 
aristocrat,  [but]  he  had  the  mind-set 
a  technocrat . . .  [and]  saw  politics  as 
elite  sport  to  be  carried  out  for  the 
lefit  of  the  people  but  not  really  with 
iir  participation."  George  Bush  was 
rays  well-briefed"  and  "decent,  hon- 
,  and  patriotic,"  but  as  President,  he 
[uired  Thatcher's  praise  and  defer- 


evelations  are  few 
and  far  between,  aiid 
Thatcher  commits  the 
sin  least  expected 
from  her:  She's  bland 


■'his  ten- 


ence.  Besides  Ronald  Reagan,  whom  she 
praises  for  his  leadership,  views,  and 
charm,  Thatcher  saves  her  highest  re- 
gard for  Helmut  Schmidt,  with  his  "wis- 
dom, straightforwardness,  and  gi"asp  of 
international  economics." 

Thatcher  serves  up  capsule  descrip- 
tions of  British  politicians,  too.  Her  gen- 
tle treatment  of  Sir  Geoffrey  Howe  and 
Nigel  Lawson— the  two  senior,  longtime 
supporters  who  eventually  turned  on 
her— cleverly  makes  them  look  more 
treacherous.  For  much  of  the  book. 


Thatcher  praises  l)oth— 
though  .sometimes  back- 
handedly.  "I  had  by  now 
come  to  share  Nigel's 
high  opinion  of  himself," 
she  writes  on  Lawson's 
1983  appointment  as 
Chancellor  of  the  Exche- 
quer. She  credits  Howe, 
a  "tower  of  strength," 
with  developing  nearly 
every  step  of  her  early 
economic  program. 

Occasionally,  Thatcher 
describes  her  personal 
likes  (speech- writing,  ver- 
bal comljat,  comparisons 
with  de  Gaulle)  and  dis- 
likes (the  media,  satisfac- 
tion with  the  status  quo, 
underhandedness,  innuendo).  She  throws 
in  a  few  homey  touches— how  she  hid 
papers  and  books  when  visitors  came 
to  No.  10,  how  she  stocked  her  freezer 
with  meals  for  staffers  who  woi'ked  late, 
how  she  hired  a  teacher  to  improve  her 
pronunciation  before  delivering  two  par- 
agi'aphs  in  French  to  the  Canadian  Par- 
liament. And  she  doesn't  hide  the  bitter- 
ness she  felt  on  being  deposed. 

The  Douming  Street  Years  shows 
Thatcher  as  she  is:  a  tough,  strident, 
pro-fi'ee-market,  pro-British,  pro-Ameri- 


Hi  world  choose  Citibank  than  any  other  bank. 


BECAUSE  Citibank  is  the  leading  global  private  bank,  providing 
ixestment  management  services  with  a  distinctly  international  focus. 
lECAUSE     THE     CITI     NEVER  SLEEPS.' 


CITIBANKO 


BUSINESS  WEEK/DECEMBER  6  1993  23 


How  to  satisfy  tk 


ose 


enaployeeS  wko  tend  to  Le  a  kttle 


preoccupied  witk 


Some  of  your  employees  can  he  a  little  obsessive.  But  not  to  worry  it  s  not  the  end 
of  the  world.  As  long  as  you  choose  Corsica  as  your  fleet  vehicle,  that  is.  You  see,  at 
GM's  hio-meJical  research  lah,  the  emphasis  is  placed  on  designed-in  safety. 
Translation?  With  Corsica  you  get  all  these  safety  features  as  standard  equipment. 
Prom  the  steel  safety  cage  construction  to  the  halogen  headlamps.  So  call 
the  nation  's  largest  Fleet  Sales  and  Service  organisation  at  1-800-353-3867 . 


You'll  h  e  sure  to  put  your  employees'  minds  at  ease,        Clxevy  C 


orsxca. 


Steel  safety 
cage  constiTictioii 


Center  Kigk- 
mounteJ  stop  lamp 


Composite  lialogen 
leaJlamps 


Justerini  &  Brooks  since  1749t 


ja^.Eifcjed  Sfiofch  ©  1%' Imported  by  The  Paddington  Corpofolion,  Ft,  Lee,  NJ  40%  Ale.  by  Vol. 


OO 

s 

1— 

can,  anticommunist  woman  who  chang 
the  course  of  British  history.  Readt 
who  disHke  her  will  find  her  even  mc 
trying  here.  Admirers  will  probably  s! 

1 

s 

the  book's  tedious  parts  and  end  uji  I 
ing  her  even  better. 

BY  JUDITH  H.  DOBRZYN; 
Senior  Editor  Dobrzynski  reported  / 
BUSINESS  WEEK  from  Lo)ido7i  from  1!> 
to  1983. 
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ATOMIC  HARVEST:  HANFORD  AND  THE  LETHAL 
TOLL  OF  AMERICA'S  NUCLEAR  ARSENAL 

By  Michael  D'AntonIo 
Crown  •  304pp  •  $22.50 


NUCLEAR  NIGHTMARE 

From  World  War  II  through  Ron; 
Reagan's  drive  to  best  the  Iv 
Empire  in  the  weapons  race,  i 
government's  sprawling  Hanford  Nm- 
ar  Reservation  along  Washington's  ( 
luml)ia  River  chugged  away.  Undci' 
shadow  of  secrecy,  it  turned  out  shi 
ment  after  shipment  of  plutonium  f' 
an  ever-expanding  atomic  arsenal.  On 
now  are  the  consequences  beconiii 
clear.  In  the  name  of  peace  and  natidi 
security,  researchers  and  boml)maki' 
for  nearly  40  years  spewed  nude' 
wastes  into  the  land  and  atmosphci 
By  1988,  when  Hanford  stopped  prodi 
ing  plutonium,  it  had  generated  a  sIkk 
ing  trail  of  human  and  animal  ill  tic 
and  an  environmental  mess  so  se\f 
the  U.  S.  may  never  fully  clean  it  up. 

Michael  D'Antonio's  Atomic  Hun  t 
is  an  engrossing,  novelistic  account 
Hanford's  reluctant  efforts  to  come 
grips  with  its  relationship  with  tl 
bomb.  In  the  former  Newsday  report  i  i 
telling,  Hanford  became  a  place  wlir 
officials  and  contractors  lied  about  iht 
activities,  and  workers  and  outside 
alike  learned  not  to  question  what  \\  v 
on  behind  the  barbed  wire. 

D'Antonio  tells  his  tale  through  ll 
eyes  of  Hanford  residents  and  workd 
including  some  made  gravely  ill  by  tl 
radioactivity  that  emanated  from  tl 
reservation  and  others  who  fought 
unearth  the  scandal.  All  share  a  sensi/ 
disbelief  about  what  happened. 

D'Antonio  draws  parallels  with  Che 
nol)yl,  whose  ill-fated  reactor  resemlik 
a  Hanford  plant.  Uki'ainians,  too,  learnt 
what  can  happen  when  national  securii 
and  secrecy  rule  the  day.  Maybe  a  f 
ture  book  will  discuss  the  fallout— liter; 
ly— from  the  arms  programs  of  Rus^i 
China,  Fi-ance,  Britain,  and  others.  1)'A 
tonio  has  provided  a  good  start,  as  w( 
as  a  road  map  for  where  a  daunting  c 
vii'onmental  cleanup  must  begin. 

BY  WItLIAM  GLASGA 


conomic  Viewpoint 


VHAT  JAPAN  NEEDS  TO  DO 
S  BUY  SOME  PROSPERITY 


RUD!  DORNBUSCH 


s  economy  is 
nraveling  at  a  rapid 
ace,  putting  Japan 
L  dire  need  of  a 
}ld  fiscal  stimulus 
rogram.  With  its 
3ep  pockets,  it  can 
■ford  a  big  tax  cut 
>  boost  consumption 
id  cut  its  trade 
nbalance 


Dl  DORNBUSCH  IS  PROFESSOR  OF 
ONOMICS  AT  MASSACHUSETTS 
iTITUTE  OF  TECHNOLOGY 


After  two  years  of  increasing  strain, 
Japan's  economy  is  on  the  rocks.  For 
the  first  time  in  memory,  output  has 
dropped  two  quarters  in  a  row.  Confidence 
has  never  been  lower.  Banks  are  bankrupt, 
companies  are  breaking  Hfetime  job  commit- 
ments, reti'enchment  is  everjrwhere.  Deflation 
is  under  way;  the  International  Monetary 
Fund  estimates  that  Japan's  gross  domestic 
product  will  fall  short  of  projections  for  fiscal 
'93  by  5%. 

Criticism  of  the  government's  policies,  un- 
precedented in  this  consensus  society,  is  now 
common,  as  is  the  call  for  a  bold  program  of 
fiscal  stimulus  to  head  off  collapse.  Japan 
needs  a  major  fiscal  move  far  beyond  what  is 
on  the  drawing  board  today. 

Japan  is  suffering  from  four  interacting 
troubles: 

■  In  the  aftermath  of  stock-  and  land-price 
collapse,  corporations  and  banks  have  wi'ecked 
their  balance  sheets.  Banks  cannot  lend  as 
they  rebuild  their  capital  positions;  companies 
cannot  invest  because  their  net  worth  is  sharp- 
ly down;  households  do  not  buy  dural:)les  be- 
cause people  are  so  much  poorer. 

■  The  decline  in  spending  has  brought  on  a 
recession.  Companies  have  excess  capacity  and 
far  too  much  labor  on  the  payroll.  They  are 
cutting  costs  and  commitments:  Investment 
in  machinery  has  plunged,  and  pruning  of  em- 
ployment is  expected  to  reach  1.5  million. 

■  The  stronger  yen,  driven  by  a  record 
trade  surplus,  is  cutting  into  export  opportu- 
nities at  the  very  time  breathing  room  on 
that  front  could  offset  the  declining  home 
economy. 

■  The  confidence  of  households  and  business 
has  plunged,  translating  into  less  investment, 
lowered  consumer  spending,  softened  bank 
lending,  and  lower  asset  prices.  Political  trou- 
bles distract  the  government's  attention  from 
economic  priorities.  The  public,  aware  of  this 
fact,  loses  even  more  confidence. 

Japan  has  three  options.  The  first— do  noth- 
ing—was the  approach  of  the  past  two  years 
and  has  no  credibility. 

The  second  option  is  to  talk  down  the  yen 
fi"om  the  current  level  of  105  to  the  dollar  to  a 
range  of  110  to  115.  Since  it  was  talked  up 
over  the  past  year  by  the  U.  S.  Treasury,  why 
not  talk  it  back  down?  This  would  provide 
immediate  export  relief  for  Japanese  compa- 
nies. Devaluing  the  yen  to  maintain  sales  and 
profits  is  attractive  to  Japan  but  understand- 
ably unacceptable  to  the  U.  S.  (and  to  Europe, 
which  hides  behind  the  Treasury's  skirts). 
Everybody  has  trouble  with  jobs  and  profits, 
the  West  will  argue.  Nobody  should  be  al- 
lowed to  export  their  job  problems  with  mas- 


sive trade  surpluses  as  a  result  of  undervalued 
currencies.  A  yen  depreciation  should  most 
decidedly  not  be  part  of  the  script.  A  major 
cut  in  the  Japanese  external  surplus,  from  3% 
at  present,  remains  the  U.  S.  target. 

The  third  option,  fiercely  resisted  by  the  Fi- 
nance Ministry,  is  a  big  tax  cut  a  la  Reagan. 
There  have  been  a  few  fiscal  packages  in  the 
past  year,  but  they  were  too  little  and  too 
late  to  reverse  the  slide.  Until  now,  the  min- 
istry has  resisted  all  proposals  to  get  ahead  of 
the  curve  and  actively  drive  prosperity  with  a 
bold  and  massive  stimulus.  It  is  clear  that  it  is 
obsessed  with  I'evenues.  Anticipating  the  aging 
of  Japan  in  the  21st  century  and  the  conse- 
quent need  for  fiscal  strength,  the  ministry 
cites  the  deficit-ridden  U.  S.  economy  as  an 
example  of  addiction  to  lax  public  finance  be- 
yond cure. 

Under  the  pressure  of  events,  the  ministry 
is  now  caving  in.  An  emergency  fiscal  pro- 
gram is  on  the  table  providing  for  tax  cuts 
next  year.  But  there's  some  small  print  that 
provides  for  new  taxes  two  years  down  the 
road.  In  line  with  the  ministry's  fixation  on 
revenues,  consumption  taxes  will  double  by 
1995  to  recoup  the  money  lost  by  the  tax  cut. 
In  fact,  the  delayed  tax  increase  more  than 
makes  up  for  the  contemplated  largess.  Econ- 
omists are  rightly  skeptical  whether  short- 
lived pump  priming  will  have  much  effect  at 
all.  The  Reagan  tax  cuts  gave  the  U.  S.  a 
decade  of  sustained  growth;  Tokyo's  tax  cuts 
may  not  even  yield  an  extra  2%  growth— too 
little  to  trim  the  surpluses,  far  too  little  to  re- 
store balance  sheets  and  confidence. 
DIG  DEEP.  Unlike  any  other  industrialized  coun- 
try, Japan  is  in  an  ideal  situation  to  buy  itself 
some  prosperity.  Even  in  this  recession,  the 
budget  is  balanced,  and  there  is  no  public  debt 
to  speak  of.  Surpluses  such  as  Japan  enjoys 
today  are  there  to  be  used  when  emergencies 
arise.  What  else  are  they  good  for?  Tokyo's 
enviable  pulilic-finance  position  should  be  used 
lx)ldly  to  buy  prosperity.  Gennany  used  its  once- 
strong  public  finance  to  l)uy  neai'-instant  conver- 
sion of  the  East.  Ti-ue,  there  are  deficits  now, 
but  surely  that  is  better  than  not  remedying 
the  legacy  of  communism  in  eastern  Germany. 

Similarly,  Japan  should  dig  into  its  deep 
pockets  to  finance  tax  cuts  on  an  ambitious 
scale.  Doubling  the  proposed  program  might 
be  a  start— say  a  12  trillion-yen  tax  cut  and  a 
five-year  moratorium  on  tax  hikes.  That  strat- 
egy would  add  very  little  to  the  public  debt 
but  would  drastically  change  the  outlook  for 
prosperity  and  for  Japan's  good  trade  rela- 
tions with  the  rest  of  the  world.  Tokyo  needs 
to  deliver  on  all  those  summit  promises  of 
strong  growth  in  domestic  demand. 


MOMIC  VIEWPOINT 
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conomic  Trends 


BY  GENE  KORETZ 


SMALL  TOWNS, 
FRESH  AIR— AND 
LOTS  OF  POOR  PEOPLE 


To  many  Americans,  poverty  is  main- 
ly a  big-city  prol)lem  associated  with 
the  welfare  dependency,  family  break- 
down, street  violence,  and  drug  use  that 
plague  the  nation's  inner  cities.  Yet  as  a 
recent  report  by  a  task  force  of  the 
Rural  Sociological  Society  observes,  per- 
sistent poverty  is  as  great  a  problem 
in  nonurban  areas  as  in  cities— and  by 
some  measures,  it  is  even  more  severe. 

Although  rural  areas  now  contain  less 
than  a  fourth  of  the  population,  they  ac- 
count for  some  27%  of  the  poor.  As  of 
1990,  their  poverty  rate  of  16.3%  was 
almost  double  that  of  suburban  areas 
and  not  far  below  the  19%  of  central 
cities,  which  contain  a  much  greater  per- 


centage of  poor,  female-headed  families. 
Indeed,  among  subgroups  such  as  mar- 
ried-couple families,  people  living  alone 
or  with  unrelated  persons,  blacks,  and 
the  agerl,  rural  poverty  is  not  only  more 
prevalent  than  in  urban  areas  (which 
include  bt)th  cities  and  suburbs)  but  also 
more  prevalent  than  in  central  cities. 

The  economy  has  not  been  kind  to 
rural  America  in  the  past  decade.  In 
the  early  postwar  period,  job  losses 
caused  by  modernization  of  such  pri- 
mary industries  as  agriculture,  forest- 
ry, and  mining  spuired  many  workers  to 
seek  work  in  urban  areas.  Although  con- 
ditions improved  in  the  late  1960s  and 
early  1970s  as  light  manufacturing  and 
service  industries  moved  out  of  the  cit- 
ies, rwa]  economies  were  battered  again 
in  the  '80s  by  the  problems  besetting 
mining  and  agriculture  and  a  heavy  loss 
of  manufacturing  jobs. 


In  some  ways,  the  plight  of  the  rural 
poor  seems  more  intractable  than  that  of 
their  urban  cousins.  They  are  more  like- 
ly to  be  poor  over  long  periods  of  time. 
And  they  are  less  likely  to  be  served  by 
antipoverty  progi-ams,  such  as  preschool 
for  poor  children. 

But  in  other  ways,  the  nu'al  poor  may 
be  potentially  more  responsive  to  steps 
to  improve  their  lot.  For  one  thing, 
fewer  of  them  behave  in  ways  that  so- 
cial observers  associate  with  an  en- 
trenched "culture  of  poverty."  A  lower 
percentage  are  dependent  on  welfare, 
for  example,  and  more  of  them  repre- 
sent intact  married-couple  families  (44% 
in  1990,  vs.  27%  in  inner  cities).  Per- 
haps most  important,  nearly  two-thirds 
of  the  rural  poor  have  at  least  one  fam- 
ily member  who  works,  compared  with 
54%  in  urban  areas. 

To  the  experts,  such  differences  sug- 
gest that  encouraging  people  to  move 
to  areas  that  appear  to  offer  more  em- 
ployment opportunities  may  not  always 
be  the  optimal  strategy  to  alleviate  rural 
poverty.  Regional  development  programs 
promoting  small-scale  manufacturing,  for 
example,  could  capitalize  on  the 
strengths  of  rural  society  while  lifting 
rural  residents  out  of  poverty. 


U.S.  MANUFACTURERS 

UP  THEIR  STAKES 

IN  EMERGING  MARKETS 


American  companies  are  widening 
their  investment  sites  overseas. 
Ernst  &  Young  reports  that  709  foreign 
manufacturing  projects  were  announced 
l)y  U.  S.  corporations  last  year,  an  8%  in- 
crease over  1991.  While  Europe  domi- 
nated the  list,  with  .53%  of  the  projects, 
and  Britain  nudged  Canada  out  for  first 
place,  the  most  noteworthy  change  was 
accelerated  activity  in  markets  newly 
opened  to  Western  business. 

China  posted  the  biggest  increases— 39 
projects,  compared  with  15  in  1991. 
Czechoslovakia's  tally  also  rose,  from  5 
to  15.  (The  Czech  Republic  and  Slovakia 
did  not  split  apart  until  1993.)  Other 
countries  attracting  increased  invest- 
ment included  Chile,  India,  Israel,  Roma- 
nia, Malaysia,  Singapore,  South  Africa, 
and  Venezuela.  By  contrast,  announced 
investment  projects  in  Mexico  dropped 
fi'om  56  to  32,  perhaps  because  of  appre- 
hension over  the  pending  vote  on  the 
North  American  Free  Trade  Agreement. 

In  sum,  according  to  Ernst  &  Young's 
tally,  some  355  U.  S.  companies  initiated 
or  expanded  manufacturing  operations 
in  58  foreign  countries  in  1992.  Although 
acquisitions  were  the  most  popular 
growth  option,  particularly  in  Western 


Europe  and  Canada,  joint  ventures  pi 
dominated  in  Asia  and  Eastern  Europ 
where  local  partners  help  bridge  ec 
nomic  and  cultural  differences. 


HEART  DISEASE: 
HOW  AMERICA'S 
PROGRESS  STACKS  UP 


It's  tempting  to  attribute  some  of  t 
U.  S.  advance  on  the  health  front 
its  medical  system  and  the  technologii 
progress  it  has  fostered.  Between  19 
and  1990,  for  example,  according  to  M 
ropolitan  Life  Insurance  Co.'s  curre 
Statistical  Bulletin,  age-adjusted  dea 
rates  from  circulatory  disease  amo 
Americans  aged  35  to  74  fell  by  29%  f 
men  and  25%  for  women. 

Yet  as  Met  Life's  statisticians  noij 
comparable  improvements  were  chalkj 
up  by  virtually  all  highly  industriaHzj 
countries,  all  of  which  except  the  U 
have  national  health  systems.  Americ; 
standing  in  the  rankings  (around  10: 
has  hardly  changed.  Indeed,  the  d 
indicate  that  the  most  progress  w 
made  by  Canada,  which  slashed  its  dej 
rates  for  both  men  and  women  by  ab 
39%.  In  fact,  Canada's  mortality  ra 
from  circulatory  ailments  in  1990  w 
more  than  20%  below  those  of  wh 
Americans  (whose  rates  were  at  lei 
30%  lower  than  nonwhites). 

Is  this  an  argument  for  Canada's  s 
gle-payer  health  system?  Hardly.  But 
does  underscore  the  difficulty  of  evalu 
ing  systems  by  looking  at  results  ir 
single  country. 


IS  SOME  OF  THE  FIZZ 
GOING  OUT  OF 
CAPITAL  SPENDING? 


With  production  of  business  equ| 
ment  scoring  a  cumulative 
vance  of  2.7%  in  September  and  Ocj 
ber,  the  capital-spending  boom  seemsj 
be  right  on  track.  But  other  statistj 
raise  a  warning  flag. 

According  to  the  latest  gross  domed 
product  data,  growth  of  real  outlays  f 
producers'  durable  equipment  slow] 
sharply,  from  a  19.8%  annual  clip  in  > 
second  quarter  to  9%  in  the  third, 
the  same  time,  the  book-bill  ratio 
semiconductors  eased  in  October,  sij 
gesting  a  slackening  of  demand  in  tl[ 
key  spending  sector. 

One  reason  the  pace  may  be  start! 
to  slow:  Some  companies  are  findij 
they  can  no  longer  finance  their  sped 
ing  out  of  cash  flow  and  are  unwilling] 
unable  to  take  on  heavy  debt. 
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ujitsu  first  came  to  North  America  in  1968  at  the  dawn  of  the 


r computer  and  communications  age.  It  recognized  that  the  needs 
of  the  dynamic  North  American  market  would  often  drive 
technology  development  worldwide.  So  Fujitsu  committed  itself  to 
working  closely  with  customers  here,  establishing  local  manufacturing 
and  R&D  with  a  team  of  highly-skilled  local  personnel. 
,       Today  Fujitsu  is  a  $29  billion  global  leader  in  computers, 
communications,  and  microelectronics.  But  in  looking  to  the  future,  its 
philosophy  remains  the  same:  It  is  not  enough  to  create  innovative 
technologies  that  will  help  shape  the  21st  century.  Fujitsu  must  also 
establish  innovative  relationships  which  result  in  products  that  help 
its  customers  succeed.  qO  ' 
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Pioneering  Tomorrow's  Technology  Today: 
Fujitsu's  Lead  in  Telecommunications 


"FUJITSU  IS  EXACTLY 

THE  TYPE  OF  QUALITY 

COMPANY  WE  ARE 

PROUD  TO  HAVE  IN 

NORTH  CAROLINA." 

Governor  James  B.  Hunt,  Jr., 
North  Carolina 


Thanks  to  Fujitsu  switch- 
ing technology,  the  North 
Carolina  Information 
Highway  will  allow  medical 
specialists  in  different 
locations  to  simultaneously 
review  patient  files  in 
real-time. 


Telecommunications  technology  is  changing 
rapidly.  Almost  daily,  new  breakthroughs  -  in 
network  switching,  filier-optic  transmission, 
wireless  communications,  and  information 
highways  -  redefine  how  we  communicate. 

Before  the  end  of  this  decade,  advanced  dig- 
ital networks  will  become  commonplace  across 
North  AiTierica.  Both  businesses  and  house- 
holds will  have  access  to  interactive  multimedia 
communications  -  voice,  data,  and  video  -  on 
demand. 

Today  Fujitsu  is  involved  with  commu- 
nications companies  in  helping  make  the 
delivery  of  commercial  multimedia  service" 
across  public  and  private  networks  a  reality 
for  customers. 

In  doing  so,  Fujitsu  draws  on  a  quarter 
century  of  commitment  to  North  American 
public-access  telecommunications  providers. 
Now  it  is  working  closely  with  BellSouth, 


GTE,  and  Carolina  Telephone  to  install  the 
first  U.S.  state-wide  information  highway  in 
North  Carolina. 

The  North  Carolina  Information  Highway 

Simultaneously  transmitting  data,  graphic 
images,  video,  and  voice,  the  North  Carolina 
Information  Highway  will  have  an  enormous 
impact  on  the  state's  economy,  offering  a  new 
generation  of  high-value,  information-age  job 
Soon,  access  to  new  services  will  be  available 
through  the  public  telephone  network. 

When  the  system  becomes  operational  in 
1994,  rural  health  care  workers  will  be  able  ti 
consult  medical  center  specialists,  discussing 
patient  files  in  real-time,  saving  money,  time 
and  ultimately,  lives.  Students  at  different 
schools  and  universities  across  the  state  will  1 
able  to  share  the  same  courses,  holding  down  ' 
education  costs,  while  enriching  the  curriculun 
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Fujitsu's  FETEX-150®  All-Bandwidth™ 
vitching  System  will  help  make  this  possible, 
jjitsu  was  the  first  to  install  a  central-office 
oadband  switching  system  in  the  U.S.  deploying 
ynchronous  transfer  mode  (ATM)  technology, 
apable  of  handling  everything  from  narrow- 
,nd  voice  to  broadband  video,  FETEX-150 
itches  will  form  the  intersections  of  the 
orth  Carolina  Information  Highway. 
Fujitsu's  switching  breakthrough  is  not  limited 
the  North  Carolina  project.  NYNEX  has 
lected  Fujitsu  as  a  pivotal  technology  provider 
:er  extensive  trials  in  Massachusetts.  These 
les  mark  a  major  step  in  the  evolution  of 
ultimedia  communications  from  a  dedicated 
rvice  available  to  only  a  few  customers,  into  a 
ajor  new  market  with  millions  of  subscribers. 

^tending  The  Advantages  of  Fiber  Optics 

ijitsu  is  also  a  leader  in  fiber  optic  transmission 
stems,  which  are  the  vital  links  to  the  future 
)rld  of  interactive  communications.  Fujitsu 
aneered  synchronous  optical  network 
3NET)  technology  in  North  America  and 


was  the  first  to  install  SONET  multiplexers 
with  the  Regional  Bell  Operating  Companies 
(RBOCs)  and  Competitive  Access  Providers. 

Based  on  a  worldwide  standard,  Fujitsu's 
SONET  products  are  helping  communications 
companies  extend  the  benefits  of  fiber  optics 
beyond  businesses  into  the  home.  Consumers 
will  soon  be  able  to  shop  and  handle  their 
finances  at  home  -  even  select  the  movie  they 
want  to  watch  -  all  through  interactive  television. 

Guaranteed  Survivabie  Service 

Reliability  is  always  a  fundamental  priority  in 
telecommunications.  Again  Fujitsu  is  leading 
the  way,  having  installed  SONET  Path 
Switched  Rings  with  six  of  the  seven  REOCs. 
This  technology  guarantees  service  that  can 
survive  natural  and  man-made  disasters. 

Thanks  to  Fujitsu's  ring  topology,  each  call 
takes  more  than  one  route  to  its  destination. 
Should  a  fault  occur  in  one  area,  the  signal  still 
gets  through  without  interruption.  In  addition, 
the  entire  ring  can  be  monitored  and  controlled 
from  a  single  location. 


Special         Advertising  Sectio 


The  world's  smallest 
cellular  flip-phone,  the 
Fujitsu  PCX™  helps  you 
stay  in  touch  wherever 
you  roam. 


Switching  Processing  Power  to  the  Desktop 

Fujitsu's  leadership  in  communication  tech- 
nologies extends  from  the  public  network  to  the 
desktop.  Combining  leading-edge  technology 
and  innovative  business  solutions  with  sophisti- 
cated public  and  private  networking  capabili- 
ties has  made  Fujitsu  an  industry  leader  in 
business  communications.  And  the  F9600^" 
platform  PBX  is  now  extending  these  capabilities 
beyond  the  traditional  business  telephone. 

Working  with  leading  North  American 
companies  and  its  customers,  Fujitsu  is  providing 
the  building  blocks  for  creating  virtual  telephones 
that  will  allow  users  to  meet  all  their  communi- 
cations needs  from  a  single  desktop  computer. 
Easy-to-use  screens  will  provide  computer- 
based  access  to  voice  messages,  customer  lists, 
internal  directories,  and  all  standard  business 
telephone  functions  at  the  click  of  a  mouse. 

Extending  the  Fy60()'s  capabilities  to  desktop 


computers  is  just  the  beginning  of  Fujitsu's 
commitment  to  its  customers.  In  tJie  future, 
Fujitsu  will  continue  to  be  at  the  forefront  of 
business  communications,  from  the  desktop  t< 
the  palmtop  and  beyond. 

Wireless  Communications  Goes 
Beyond  Voice 

In  wireless  communications,  the  Fujitsu  edge 
begins  with  its  expertise  in  microelectronics. 
Fujitsu's  ultra-compact  handheld  PCX™  cellula 
telephone  is  made  possible  by  breakthroughs  i 
gallium  arsenide  chip  development. 

Fujitsu  also  draws  upon  its  computer  and  sof 
ware  strengths  to  bring  the  advantage  of  wirele 
communications  -  beyond  voice  -  to  data.  Throug 
a  partnership  program  with  many  leading  Nortl 
American  value-added  resellers,  Fujitsu  provicK 
customers  with  integrated  mobile  communic;i| 
tions  solutions  that  enhance  productivity. 
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Creating  Products  That  Improve  Productivity: 
"The  Fujitsu  Edge  in  Computers  and  Software 


1  the  '90s,  companies  need  to  work  smarter  to 
nprove  their  competitiveness.  For  25  years, 
ujitsu  has  been  committed  to  giving  its  North 
merican  customers  an  edge  in  productivity 
f  providing  innovative  products  that  combine 
■eakthrough  technology  with  superior  price 
jrformance. 

The  world's  second  largest  computer  maker, 
ajitsu's  broad  product  line  ranges  from  the 
dustry's  smallest  and  lightest  portable  pen 
)mputers  to  some  of  the  world's  fastest  super- 
)mputers. 

Mobile  computing  is  one  example  of  Fujitsu's 
mtribution  to  North  American  business  pro- 
ictivity.  Fujitsu  is  a  charter  member  of  the  MIT 
onsortium  on  Total  Data  Qualit}'  Management, 
fering  its  expertise  in  portable  computing. 

Focusing  on  mobile  computing  and  data 
tegrity,  the  consortium  aims  to  show  how  dra- 
atic  gains  in  efficiency  and  productivity  can  be 
hieved  in  corporations  with  mobile  work  forces. 

In  the  real  world  of  North  American  business, 
ijitsu's  strength  in  mobile  computing  and  part- 
Tship  with  Philadelphia-based  FASTECH  -  a 


recognized  leader  in  sales-force  automation  - 
are  having  an  impact.  ConAgra's  Armour 
Swift-Eckrich  division  sales  force  uses  Fujitsu's 
Poqet®  PC  Plus  handheld  computer  integrated 
with  FASTECH's  Sales  Information  System'"  to 
achieve  improved  efficiency  and  tracking  of 
competitive  products. 

The  Paperless  Office 

Containing  the  sea  of  paper  that  still  drowns 
most  North  American  businesses  has  long  been 
a  Fujitsu  productivity  target.  Fujitsu's  highly 
affordable  family  of  document  imaging  scanners 
helps  save  businesses  time  and  money  by  reduc- 
ing paper  -  and  paperwork  -  and  dramatically 
improving  document  access.  This  represents  a 
vital  productivity  gain  for  paper-intensive 
industi^ies  such  as  banking,  law,  insurance,  and 
government. 

Managing  Meetings  From  Your  PC 

Awarded  "Best  of  Show"  at  Groupware  '93, 
Fujitsu's  DeskTop  Conferencing'"  software 
enables  workgroups  to  achieve  higher  quality 


Fujitsu  Increases  business 
productivity  with  advanced 
communication  systems, 
document  imaging  scanners 
and  printers,  high-capacity 
removable  data  storage 
devices,  and  DeskTop 
Conferencing™  softvi'are. 
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Sulcus  -  Computer's 
Squirrel^  Restaurant 
Management  System  uses 
Fujitsu's  wireless,  PadPlus 
RF""  pen  computers  to 
speed  order  taking  and 
improve  service. 


results  faster.  It  also  helps  significantly  reduce 
travel  expenses. 

Using  netu'orked  personal  computers,  up  to 
eight  people  in  geographically  dispersed  loca- 
tions can  interactively  discuss  and  evaluate 
information  on  a  conference.  Reaching  con- 
sensus is  easy  with  UTSIWIS  ("WTiat  You  See 
Is  WTiat  I  See")  and  other  conferencing  tools, 
such  as  pointers  and  flipcharts. 

DeskTop  Conferencing  runs  with  Microsoft 
Windows^",  Novell  Netware^",  and  Lotus 
Notes^",  turning  any  software  into  groupware. 

Another  Fujitsu  software  breakthrough  is 
NetWalker^".  Designed  and  developed  in  the 
U.S.,  it  is  an  eas\'-to-use  UNIX- based  platform- 
level  network  manager  with  an  .\PI  (application 
programming  interface)  developer  tool  kit. 
XetWalker  solves  network  administration 
problems  and  packages  its  fault  management, 
system  configuration  and  management,  as  well 
as  performance  monitoring  tools  in  a  user- 
friendly  graphic  interface. 


Moving  To  Fully-Integrated  Retail  System 

Retailing  is  another  industrv'  where  better 
efficiency  is  imperative  if  margins  are  to  be 
maintained.  Here,  Fujitsu's  investment  in  ICL 
-  Britain's  largest  computer  company  and  a 
pioneer  in  open  systems  -  is  kev. 

The  new  Dallas-based  company  leverages 
Fujitsu's  and  ICL's  expertise  in  sophisticated 
point-of-sale  s\^stems.  It  works  closely  with  reta 
industry  customers  like  Kmart,  Stop  &  Shop, 
Home  Depot,  and  T.J.  Alaxx  to  develop  com- 
prehensive information  management  systems 
linking  e.xisting  hardware  and  software  from 
different  vendors. 

High-Performance  Computing 

At  the  top  end  of  Fujitsu's  computer  Ime,  the 
productivity  issue  takes  on  new  dimensions. 
Fujitsu  supercomputers,  including  the  new 
\TP500  vector-parallel  processor  series,  offer 
cost-effecti\  e  routes  to  innovation  and  discoverj 
Fujitsu  supercomputers  give  customers  in 
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i  petroleum,  chemical,  and  pharmaceutical 
iustries  an  essential  price-performance  edge. 
Canadian  chemists  use  a  Fujitsu  supercom- 
ter  at  Alberta's  High  Performance  Computing 
inter  to  improve  Canada's  international 
mpetitiveness  in  seismic  processing  and  to 
able  world-class  university  research  in  disci- 
nes  such  as  molecular  chemistr\',  geophysics, 
armacology,  medicine,  and  astrophysics. 

orage  Gains  Reliability 

ith  the  explosion  of  imaging  system  applica- 
ns  and  client/server  computer  networks,  data 
■rage  takes  on  increased  importance.  Storage 
/ices  are  getting  smaller  while  capacity 
ubles  annually. 

At  its  Colorado  R&D  center  and  Oregon 


factoiy,  Fujitsu  leads  in  the  development  and 
manufacturing  of  quality,  reliable  tape  and 
removable  optical  data-storage  devices  for 
worldwide  export.  It  has  also  led  the  way  in 
developing  disk  arrays  for  fault-tolerant  storage. 

Fujitsu's  customers  are  on  the  leading  edge  in 
optical  storage.  The  new  compact,  transportable 
DynaMO'"  3.5-inch  rewritable  optical  disk- 
drive  subsystem  gives  users  enormous  128 
megabyte  capacity'.  Optical  storage  provides  a 
cost-effective  solution  for  graphic  arts  firms,  as 
well  as  desktop  and  multimedia  publishers  who 
require  flexible,  high-capacity  storage. 

Fujitsu  has  the  resources  not  only  to  take 
the  lead  in  developing  new  technologies,  but 
also  to  create  products  that  work  for  North 
American  business. 


Fujitsu  supercomputers 
help  petroleum  engineers 
estimate  recoverable  oil 
reserves  through  3-D 
petroleum  reservoir 
simulation. 


"FUJITSU'S 
TECHNOLOGY 
COMBINED  WITH 
FASTECH'S  SOFTWARE, 
GAVE  US  A  FLEXIBLE 
SOLUTION  THAT 
COULD  SOLVE  BOTH 
OUR  IMMEDIATE 
AND  FUTURE 
BUSINESS  NEEDS." 

Rodger  Bloch,  Vice  President. 
Retail  Merchandising, 
Armour  Swift-Eckrich 
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Partnering  Technology: 

Fujitsu's  Breakthrough  Role  in  Microelectronics 


"FUJITSU  HAS  PLAYED 

A  PIVOTAL  ROLE  IN 

SUN'S  SUCCESS." 

Scott  G.  McNealy,  CEO, 
Sun  Microsystems 


Nowhere,  perhaps,  is  Fujitsu's  role  as  a  partner 
to  North  .-Vmerican  business  more  apparent 
than  in  the  microelectronics  and  components 
industries.  Here,  Fujitsu  supplies  the  chips,  the 
keyboards,  flat  panel  displays,  and  other  high- 
performance  parts  that  allow  North  American 
companies  to  make  mternationally  competitive 
products. 

Fujitsu's  enormous  expertise  m  microelec- 
tronics enables  the  company  to  tailor  systems- 
level  solutions  for  its  customers.  Fujitsu's 
approach  is  to  establish  strategic  alliances  with 
market  leaders  in  today's  and  tomorrow's  most 
important  industries.  Fujitsu  brings  not  only  its 
technolog}'  to  these  alHances,  but  also  its  global 
capabilit}-  which  can  support  its  partners 
around  the  world. 

Sun  SPARCs 

One  of  the  most  wide-ranging  Fujitsu  alliances 
is  with  Sun  Microsystems.  Fujitsu  markets 


various  Sun  products  in  Japan  and  Canada.  It 
also  supplies  Sun  with  ntal  computer  periphei 
als,  semiconductors,  and  other  components. 

Most  importantly,  Fujitsu  worked  with  Sun  t 
develop  the  Scalable  Processor  -VRChitecture 
(SP.-VRC®)  reduced  instruction  set  com.puter 
(RISC)  processor  family.  These  chips  are  more 
than  just  the  heart  of  Sim  workstations.  SP.\RC 
was  the  technological  breakthrough  that  brougl 
mainframe  power  to  the  desktop  and  acceleratt 
the  growth  of  the  workstation  market. 

Taking  A  Lead  In  Gallium  Arsenide 

Fujitsu's  partnering  philosophy  has  also  paid  o 
for  Convex  Computer.  Fujitsu  supplies  high- 
speed, low-power  consumption  gallium  arsenic 
semiconductors  that  help  give  Convex's  high- 
performance  computers  their  market  edge. 

Fujitsu  also  leads  in  light%vave  and 
microwave  products  using  gallium  arsenide 
technolog}".  Its  radio  frequena,'  module  for 


Sun  Microsystems  CEO 
Scott  McNealy  and 
Fujitsu  Microelectronics 
President  Ken  Katashiba 
discuss  their  companies' 
collaboration  on  the  next 
generation  of  "open" 
SPARC  technology. 
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landheld  cellular  telephones  has  the  leading 
ihare  of  the  world  market.  Its  amplitude  mod- 
ulated (AM)  laser  module  can  accommodate  as 
nany  as  80  cable  TV  channels  simultaneously. 

ndustry  Workhorse  Memory  Chips 

Fujitsu  was  one  of  the  first  to  develop  the  16- 
negabit  dynamic  random  access  memory 
DRAM),  the  most  powerful  memory  device  on 
he  market.  Fujitsu  is  already  shipping  samples 
if  64-megabit  DRAMs. 

Fujitsu's  factory  in  Gresham,  Oregon  pro- 
luces  four  million  1 -megabit  DRAMs  each 
nonth.  By  the  end  of  1993,  part  of  the  produc- 
ion  capacity  will  be  shifted  to  4-megabit 
)RAMs.  Representing  a  multimillion  dollar 
ivestment,  Gresham  is  an  excellent  example  of 
"ujitsu's  commitment  to  local  manufacturing 
1  a  worldwide  network. 

Vorld's  Largest  ASIC  Producer 

ujitsu's  strength  in  microelectronics  also 
xtends  to  the  application  specific  integrated 
ircuit  (ASIC)  marketplace.  The  world's  largest 
roducer  of  ASICs,  Fujitsu  is  focusing  on  lead- 
ig-edge  chips  with  high  gate  counts  to  handle 
)day's  most  complex  applications. 

Customer-Driven  Approach 

uttressed  by  strong  R&D  engineering  capa- 
ilities  in  San  Jose,  California,  Fujitsu  typically 
)llows  a  customer-driven  approach  in  devel- 
ping  its  products.  Fujitsu  looks  at  a  customer's 
roblem  or  requirement  and  devises  a  solution 
)  meet  that  need.  Fujitsu  seeks  to  build  modu- 
r  products  with  open  architectures  and  open 
'Stems  to  protect  its  customers'  products 
gainst  obsolescence. 
Fujitsu  knows  that  the  surest  path  to  success 
to  grow  along  with  its  customers.  Fujitsu  is 
)mmitted  to  supporting  its  customers'  success 
with  sales,  service,  quality  manufacturing,  and 
&D,  with  shortened  cycle  times  and  expanded 
cal  services.  After  twenty-five  years  well  spent, 
jjitsu  is  committed  to  its  customers  and 
■  doing  business  in  North  America  for  years 
'  come. 


Above:  Fujitsu  and  Convex 
engineers  work  together 
on-site  at  the  Texas-based 
company  to  develop  gallium 
arsenide  components  for 
Convex's  next  generation 
computer. 

Left:  Fujitsu's  design  oper- 
ation In  San  Jose,  California 
provides  U.S.  customers 
with  systems-level  semi- 
conductor solutions. 


Special  Advertising  Sectio 


JAIMS:  Fujitsu's  Pioneering  Contribution  To 
Management  Education 

In  1972,  Fujitsu  established  the  Japan-America  Institute  of 
Management  Science  (JALMS)  in  Hawaii  as  a  private,  non- 
profit institution  for  post-baccalaureate  intercultural  manage- 
ment education  and  executive  development. 

Since  then,  JALVIS  has  become  a  leader  in  management 
education,  drawing  students  from  North  America,  Europe, 
and  Asia.  Its  curriculum  features  a  Japan-focused  Executive 
Master  of  Business  Administration,  a  cooperative  program 
with  the  College  of  Business  Administration  at  the  Universit 
of  Hawaii.  It  is  a  full-time  MBA  program  that  balances  the 
practical  and  theoretical  requirements  for  successfully  doing 
business  with  Japan  within  an  international  context. 

For  more  information,  contact: 

J.\LMS,  6660  Hawaii  Kai  Drive,  Honolulu,  Hawaii  96825 
(808) 395-23 14  Fax:  (808)  396-7 1 1 1 


WHO'S  WHO  IN  FUJITSU 

FUJITSU  AMERICA,  INC. 

Corporate  Headquarters 

3055  Orchard  Drive 

San  lose,  California  Q5 134-2022 

(408)432-1300 

R/VX;  (408)  432-1318/1319 

Information  Systems  Group 

3055  Orchard  Drive 

San  lose,  California  95134-2022 

(408)  432-1300 

F.\X:  (408)432-1318/1319 

Supercomputer  Group 

3055  Orchard  Drive 

San  lose,  California  95 1  34-2022 

(408) 432-1300 

F/\X;  (408)  456-7049 

FUJITSU  BUSINESS 
COMMUNICATION 
SYSTEMS,  INC. 

Headquarters 

3  190  Miraloma  Avenue 
/Vnaheim,  (California  92806 
(714)  630-7721 
FAX:  (714)  764-2527 

Sales,  Marketing  &  Service 

7776  South  Pointe  Parkway  West 
Suite  2(J0 

Phoeni.\,  Arizona  85044 
1-800-553-3263 
(602)  921-5800 
F,\X:  (602)  921-4800 


FUJITSU  COMPOUND 
SEMICONDUCTOR,  INC. 

50  Rio  Robles 

San  Jose,  California  95134-1806 
(408)  922-9500 
FAX:  (408)  428-9111 

FUJITSU 

COMPUTER  PACKAGING 
TECHNOLOGIES,  INC. 

3811  Zanker  Road 

San  Jose,  California  95 1 34 

(408)  943-7700 

FAX:  (408)  943-7790 

FUJITSU  COMPUTER 
PRODUCTS  OF  AMERICA,  INC. 

2904  Orchard  Parbvay 
San  lose,  California  95134 
(408)432-6333 
FAX:  (408)  894-1709 

FUJITSU-ICL  SYSTEMS,  INC. 

5429  LBI  Freeway 
Dallas,  Texas  75240 
(214)  716-8300 
FAX:  (214)  716-8586 

FUJITSU  LABORATORIES  OF 
AMERICA,  INC. 

77  Rio  Robles 

San  Jose,  California  95134-1807 

(408)456-1180 

F/LX:  (408) 943-0832 


FUJITSU 

MICROELECTRONICS,  INC. 

Corporate  Headquarters 

3545  N.  First  Street 

San  Jose,  California  95134-1804 

(408) 922-9000 

FAX:  (408)432-9044/45 

FUJITSU  NETWORK 
SWITCHING  OF  AMERICA,  INC. 

4403  Bland  Road 

Raleieh,  North  Carolina  27609 

(919)^90-2211 

FAX:  (919)  790-8376 

FUJITSU  NETWORK 
TRANSMISSION  SYSTEMS,  INC. 

Transmission  Division 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
1.800-777-FAST 
(214)  690-6000 
FAX:  (214)497-6990 

Cellular  Mobile  Telephone 
Division 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
(214)  690-6000 
FAX:  (214)  497-6973 

FUJITSU  NETWORKS 
INDUSTRY.  INC. 

Soundview  Plaza 
1266  East  Main  Street 
Stamford,  Connecticut  06902 
(203)  326-2700 
F,AX:  (203)  326-2701 


FUJITSU 


FUJITSU  OPEN  SYSTEMS 
SOLUTIONS,  INC. 

3055  Orchard  Drive 
San  Jose,  California  95134-2022 
1-800-545-6774 
(408)  432-1300 
FAX:  (408)  456-7050 

FUJITSU  PERSONAL 
SYSTEMS,  INC. 

5200  Patrick  Henry  Drive 
Santa  Clara,  California  95054 
(408)  982-9500 
FAX:  (408)  496-0609 

FUJITSU  SYSTEMS  BUSINESS 
OF  AMERICA.  INC. 

5200  Patrick  Henrj-  Drive 
Santa  Clara,  California  95054 
(408)  988-8012 
FAX:  (408)492-1982 

FUJITSU  CANADA,  INC. 

2800  Matheson  Boulevard  East 

Mississauga,  Ontario,  Canada 

L4W  4X5 

1-800-263-8716 

(905)  602-5454 

FAX:  (905)  602-5457 

FUJITSU  SYSTEMS  BUSINESS 
OF  CANADA,  INC. 

Corporate  Headquarters 
5140  Yonge  Street,  Box  30 
Suite  2000 

North  York.  Ontario,  Canada 
M2N  6L7 
(416)  512-0342 
FAX:  (416)  512-0344 


COMPUTERS,  COMMUNICATIONS,  MICROELECTF?ONICS 

Pool  photo  courtesy  of  The  Fairmont  Hotel,  San  Jose,  California.  All-Bandwidth™  Is  a  trademark  and  FETEX- 1 50®  is  a  registered  trademark  of  Fujitsu  Limited  and  its  subsidiaries  •  DeskTo| 
Conferencing™  Is  a  trademark  of  Fujitsu  Networks  Industry,  Inc.  •  DynaMO™  is  a  trademark  of  Fujitsu  Computer  Products  of  America,  Inc.  •  F9600™  is  a  trademark  of  Fujitsu  Business 
Communication  Systems.  Inc  •  NetWalker™  is  a  trademark  of  Fujitsu  Open  Systems  Solutions.  Inc  •  PadPlus  RF^"  is  a  trademark  of  Fujitsu  Personal  Systems.  Inc.  •  PCX^"  is  a  trademark  c 
Fuiltsu  Network  Transmission  Svsrems  Inr  •  Pnner®Pr  Pliis^'^  is  a  rradpmark  nf  Fiiiir^u  Personal  Sv-irpms  Inc  •  All  other  brands  and  Droduct  names  are  trademarks  of  their  resDeCtlve  holde 
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THE  WORSEMING 
TRADE  GAP 


uick.  What's  the  biggest  drag  on  the  U.  S.  econ- 
omy? No,  it's  not  defense,  real  estate,  or  any 
►  other  domestic  sector.  It's  foreign  trade— by  a 
de  margin.  In  the  past  year  and  a  half,  the  economy  has 
own  at  an  annual  rate  of  2.9%.  Excluding  the  widening 
the  trade  gap,  growth  would  have  been  3.8%.  The 
3blem  for  the  outlook:  That  drag  is  going  to  continue  for 
ong  time. 

The  deterioration  in  the  merchandise  trade  deficit  con- 
ued  in  September.  Exports  fell  short  of  imports  by 
).9  billion.  The  August  gap  was  $10  billion,  a  bit  larger 
m  the  government  had  first  reported.  Exports  did 
inage  a  2.1%  rise  in  September,  to  $38.9  billion,  but  im- 
rts  jumped  3.4%,  to  a  record  $49.8  bilHon. 

The  September  trade  deficit 
was  a  bit  worse  than  the  Com- 
merce Dept.  had  estimated  when 
it  figured  third-quarter  gross  do- 

 _^^^k       mestic  product.  Ti'ade  is  likely 

^^B^B  to  weigh  against  the  revised  GDP 
—-^^^^^^^^k  data,  due  on  Dec.  1,  but  other 
l^^^^^^^^l  sectors  will  probably  show  up 
HBBHBIH^l  stronger  than  first  estimated,  re- 
sulting in  a  slight  upward  revi- 
sion to  the  2.8%  pace  of  real  GDP 
originally  reported. 
Through  September,  the  trade  deficit  in  goods  is  44% 
jer  than  in  the  same  period  last  year.  It's  on  track  to 
$120  bilHon  in  1993,  the  largest  since  1987  (chart), 
•ause  the  U.  S.  runs  a  trade  surplus  in  services,  such  as 
vel  and  tourism,  the  overall  gap  will  be  less.  But  while 
service  surplus  has  been  little  changed  since  early 
2,  the  goods  deficit  has  ballooned. 

kT  LEAST  The  main  problem  is  the  difference  in 
'OUTH  growth  rates  between  the  U.  S.  and  the 

AMERICA  IS    rest  of  the  world.  Although  U.  S.  growth 
MPORTING    jg  far  from  robust,  most  of  Europe  and 
lan  are  mired  in  recession.  As  a  result,  exports  of 
(Is  last  quarter  were  no  higher  than  they  were  at  the 
i  of  1992,  while  imports  have  surged, 
io  far  this  year,  the  U.  S.  trade  balance  has  worsened 
h  nearly  all  major  regions.  In  September,  the  balance 
'  h  Mexico  even  slipped  into  deficit.  However,  for  the 
:  r,  the  U.  S.  still  has  a  surplus  with  Mexico,  and  a 
4  surplus  is  assured  now  that  the  North  American 
'  e  Trade  Agreement  has  passed  Congress.  NAFTA  will 
i  st  Mexican  growth,  lifting  demand  for  U.  S.  exports. 
)n  the  U.  S.  side  of  the  border,  the  near-term  NAFTA 


W  '92  SEPT.  '93 

12-MONTH  MOVING  SUM,  BItllONS 
3f  DOIIARS 

iH*  mmii  DePT.,  business  week 


WHO'S  BUYIHG, 
WHO'S  SEILIHG 


i  DEVELOPED  NATIONS  H 
■  DEVELOPING  NATIONS 


-5 

▲  PERCENT  ANNUAL  GROIYTH  RATE  SINCE 
FIRST  QUARTER  1992 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


impact  will  be  small.  Mexico  buys  9%  of  U.  S.  goods  ex- 
ports, but  that's  only  0.5%  of  U.  S.  GDP.  A  pickup  in  the 
pace  of  U.  S.  exports  to  Mexico  from  no  growth  this  year 
to  10%  in  1994  would  be  a  flyspeck  on  GDP  growth. 

To  be  sure,  the  new  twist  in  the  1990s  is  the  emergence 
of  trade  with  the  developing  nations— a  trend  that  started 
even  before  the  recessions  in  Europe  and  Japan  cut  into 
their  purchases  of  U.  S.  goods.  Although  the  U.  S.  still 
sells  and  buys  more  merchandise  from  the  industrialized 
nations— 56%  of  all  exports  and  imports— trade  with  de- 
veloping countries  is  growing  much  faster  (chart). 

Imports  from  developing  coun- 
tries are  rising  almost  three 
times  as  fast  as  goods  coming 
from  the  developed  nations,  es- 
pecially Japan,  Canada,  Europe, 
and  Australia.  The  gains  have 
been  big  in  labor-intensive  goods, 
such  as  toys,  footwear,  and  cloth- 
ing, and  in  commodities,  includ- 
ing oil,  chemicals,  and  metals. 

However,  because  these  na- 
tions are  growing  so  rapidly, 
their  purchases  of  U.  S.  goods  are  also  speeding  up.  The 
fevered  pitch  of  export  demand  in  some  of  these  regions 
is  in  sharp  contrast  with  the  moribund  economic  states  of 
Japan  and  most  of  Europe.  For  example,  exports  to  the 
newly  industrialized  Asian  nations  were  up  14.5%  in  the 
year  ended  in  the  third  quarter,  but  exports  to  Japan  had 
dropped  1.3%. 

While  demand  from  Latin  America  and  East  Asia  re- 
mains a  big  plus  for  U.  S.  exports,  growth  there  has  just 
offset  weaker  demand  from  the  industrialized  countries.  At 
the  same  time,  recession-wracked  foreign  producers  are 
targeting  U.  S.  markets  in  an  attempt  to  compensate  for 
weakness  at  home.  This  trade  mix  is  likely  to  persist  for 
several  more  quarters. 

MUCH  OF  The  different  speeds  of  economies  world- 
THE  TRADE  wide,  though,  is  only  one  reason  why  the 
PROBLEM  u.  S.  is  having  such  a  hard  time  correct- 
IS  IMPORTS  its  trade  imbalance.  Increasingly,  the 
trouble  with  trade  is  the  trouble  with  imports. 

The  U.  S.  expansion  has  fanned  widespi^ead  demand 
for  foreign  goods.  But  it's  not  just  VCRS  and  other  con- 
sumer items.  The  boom  in  capital  spending,  especially 
for  computers  and  other  high-tech  office  equipment,  has 
generated  its  share  of  imports  as  well.  All  told,  nearly  24% 
of  all  nonoil  goods  purchased  in  the  U.  S.  in  the  third 
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quarter  were  produced  overseas  (chart).  This  loss  of  mar- 
ket share  is  one  factor  weighing  down  the  U.  S.  manu- 
facturing sector. 

Of  course,  the  flow  of  imports  would  not  be  such  a 
big  problem  if  U.  S.  exports  were  rising  as  well.  Unfor- 
tunately, that  isn't  the  case.  Because  of  the  economic 
slumps  hurting  some  major  trading  partners,  U.  S.  exports 
in  September  were  up  only  3.2%  from  a  year  ago,  while 
imports  had  increased  by  8.2%. 

I BIG  TRADE  The  divergence  between  exports  and  im- 
PARTNERS  ports  is  short-circuiting  the  progress  made 
ARE  MIRED  in  some  trade  sectors.  One  example  is 
IN  SLUMPS  capital  goods.  Weak  business  investment 
in  Europe  and  Japan  has  hurt  foreign  sales  of  U.  S.  heavy 
machinery  and  computer  equipment.  After  soai'ing  from 
1990  to  early  1992,  U.  S.  exports  of  capital  goods  have 
risen  3.1%  over  the  past  year. 

The  spending  boom  on  busi- 
ness equipment  at  home,  though, 
has  caused  imports  of  capital 
goods  to  jump  by  11.6%  from  a 
year  ago.  As  a  result,  the  U.  S. 
trade  surplus,  which  hit  a  high 
of  $18.1  billion  at  the  end  of  1991, 
narrowed  to  just  $8.5  billion  in 
the  third  quarter  (chart).  Be- 
cause equipment  investment  in 
the  U.  S.  is  unlikely  to  let  up 
any  time  soon,  our  trade  surplus 
in  capital  goods  will  continue  to  shrink. 

Foreign  companies  have  drummed  up  business  in  the 
U.  S.  by  holding  the  line  on  prices.  U.  S.  producer  prices 
for  capital  equipment  have  risen  1.7%  during  the  past 
yeai'.  That  may  not  seem  like  much,  but  the  makers  of  im- 
ported capital  goods  have  actually  cut  prices  by  0.6%. 

So,  will  exports  ever  climb  back  to  their  double-digit 
growth  pace  of  the  late  1980s?  The  competitiveness  of 
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LOSING  THE  EDGE 
IN  CAPITAL  GOODS 


U.  S.  manufacturers  suggests  it's  possible— but  only 
growth  quickens  among  industriahzed  nations.  Canad| 
Britain,  and  Australia  are  already  in  recovery,  ar| 
tui'narounds  in  Italy  and  FYance  may  not  be  far  off.  Jap 
and  Germany,  though,  are  still  struggling  in  recession 

The  collapse  of  the  Japanese  and  German  labor  mark 
has  been  especially  hard  on  U.  S.  exporters  of  consum 
goods.  In  October,  the  German  unemployment  rate 
8.8%,  while  2.6%  of  Japanese  workers  were  jobless 
September.  Both  rates  are  at  five-year  highs. 

In  addition,  expectations  of  re- 
covery in  Japan  and  Germany 
continue  to  be  pushed  further 
into  the  future.  Many  private 
economists  are  lowering  their 
growth  forecasts  for  Japan  for 
both  1993  and  1994.  And  Ger- 
many's "five  wise  men,"  an  inde- 
pendent council  of  economic  ad- 
visers, recently  projected 
stagnation  in  1994,  with  a  signif- 
icant chance  of  a  double-dip  re- 
cession. For  the  U.  S.,  that  means  exports  to  these  cou 
tries  may  not  pick  up  again  until  1995. 

Consequently,  gains  in  exports  next  year  are  likely 
come  mostly  from  industrializing  countries,  whether  thi 
are  on  the  Pacific  Rim  or  in  South  America.  To  be  sure, 
will  take  many  years  before  their  purchases  of  U. 
goods  equal  the  mammoth  markets  of  Europe,  Canac 
and  Japan.  But  in  the  near  future,  gi'owing  demand  frc 
Chile  to  China  may  be  the  most  lucrative  game  in  t 
trade  sector. 

However,  when  the  industrialized  economies  finally  i 
kick  in,  the  enhancements  that  U.  S.  manufacturers  ha 
made  to  productivity,  cost  reduction,  and  product  quali 
are  set  to  give  U.  S.  factories  an  edge  in  the  global  mi 
ketplace.  That,  plus  freer  flow  of  goods  and  servic( 
could  give  the  economy  a  considerable  lift. 


A  BILLIONS  Of  DOLLARS 
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THE  WEEK  AHEAD 


CONSTRUCTION  SPENDING  

Wednesday,  Dec.  1,  8:30  a.m. 
Construction  outlays  likely  rose  1%  in 
October,  after  a  0.8%  gain  in  September, 
according  to  economists  polled  by  Mc- 
Graw-Hill Inc.'s  MMs  International. 

GROSS  DOMESTIC  PRODUCT  REVISION 

Wednesdaij,  Dec.  1,  8:30  cum. 
The  Commerce  Dept.'s  revisions  to  the 
third-quarter  economy  will  likely  show 
that  real  GDP  grew  at  a  2.9%  annual 
rate,  says  the  MMS  survey.  That's  not 
much  different  from  the  2.8%  first  re- 
ported, but  second-quarter  growth  was 
only  1.9%.  Aftertax  corporate  profits  are 
exi^ected  to  have  risen  L5%  last  quarter, 
as  huge  flood-related  losses  in  the  in- 


surance industry  offset  gains  elsewhere. 

NAPM  SURVEY  

Wednesday,  Dec.  1,  10  cum. 
The  purchasers'  index  of  the  National 
Association  of  Purchasing  Management 
likely  stood  at  54.5%  in  November,  up 
from  October's  reading  of  53.8%. 

NEW  SINGLE-FAMILY  HOME  SALES 

Thursday,  Dec.  2,  10  lum. 
New  homes  likely  sold  at  a  700,000  an- 
nual rate  in  October,  a  good  showing 
after  September's  strong  762,000  rate. 

PERSONAL  INCOME  

Thursday,  Dec.  2,  10  cum. 

Personal  income  probably  increased  0.6% 

in  October,  and  consumer  spending  ad- 


vanced 0.8%.  The  consumer  sector 
October  was  much  stronger  than 
September,  when  income  was  up  0.2 
and  spending  rose  0.3%. 

LEADING  INDICATORS 


Friday,  Dec.  3,  8:30  am. 
The  index  of  leading  indicators  lik 
rose  0.6%  in  October,  the  sixth  gain  ir. 
row.  The  index  has  been  revised 
Commerce  to  track  the  economy  bett, 

EMPLOYMENT 


Friday,  Dec.  3,  8:30  cun. 
Nonfarm  payrolls  probably  increas 
175,000  in  November,  about  the  sar 
as  in  October,  say  MMS  economists.  T 
jobless  rate  is  forecast  to  dip  to  6.7% 
November,  from  6.8%  in  October. 
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TRADE  I 


w 


herever  a  President  traveled 
durinjj;  the  dark  days  of  the 
cold  war,  he  was  never  more 
than  a  few  steps  away  from  a  military 
aide  who  clutched  the  "football"— a  brief- 
case containing  the  codes  the  Comman- 
der-in-Chief could  use  to  launch  a  nu- 
clear strike.  As  Bill  Clinton  hits  the  I'oad 
these  days,  he  conjures  up  a  far  less 
sinister  ima^o:  that  of  a  fast-talking  su- 
persalesman,  traveling  the  world  with 
sample  cases  full  of  glittering  American 
wares.  Clinton  is  such  an  ardent  booster 
of  U.  S.  exi)orts  that  he  has  been  chided 
for  acting  less  like  a  statesman  than  a 
rug  merchant.  The  President's  retort 
I'ecently  to  workers  at  a  Boeing  factory: 
"I'm  not  ashamed  that  I've  asked  other 
countries  to  buy  Boeing,  and  I'll  do  it 
again  if  given  half  a  chance." 

ClinUm  seems  bent  on  creating  a 
whole  new  Presidential  role.  Fancying 
himself  a  sort  of  CEO  of  USA  Inc.,  the 
President  has  committed  his  Adminis- 
tration to  the  most  aggi'essive  export- 
promotion  program  in  memory.  "It's  no 
longer  enough  just  to  protect  our  secu- 
rity interests  around  the  world,"  says 
Commerce  Secretary  Ronald  H.  Brown. 
"We  have  to  protect  our  commercial  in- 
terests, too." 

Clinton  believes  that  only  strong  ex- 
jiort  markets  can  create  the  sort  of  high- 
skill,  high-wage  jobs  that  are  at  the 
heart  of  his  economic  strategy.  That's 
why  the  President  lobbied  so  fiercely 
for  the  North  American  Free  Trade 
Agreement,  then  immediately  hopped 
on  a  plane  to  host  an  unprecedented 
summit  of  Pacific  Rim  leaders  in  Seattle 
on  Nov.  20.  Back  in  Washington,  he  an- 
nounced on  Nov.  23  the  lifting  of  re- 
maining economic  sanctions  against 
South  Africa,  creating  yet  another  o]j- 
portunity  for  U.  S.  exporters. 

That's  not  all.  Clinton  is  pushing  hard 


to  conclude  global  trade  talks  by  Dec. 
15.  He  is  moving  to  dismantle  cold  war 
export  restrictions  that  hobble  sales  of 
high-tech  ecjuipment.  And  he  is  leaning 
hard  on  officials— from  Cabinet  officers 
to  lowly  bureaucrats— to  help  business 
sell  abroad.  The  Pi"esident  personally  is 
setting  the  example.  He  telephoned  Sau- 
di Arabia's  King  Fahd  this  past  summer, 
foi'  instance,  to  help  clinch  multibillion-dol- 
lar  orders  for  U.  S.  airplanes  and  ti4ecom- 
munications  ecjuipment.  Many  executives 
love  the  boost  from  the  top.  "Every  oth- 
er head  of  state  does  it,  so  why  not  him?" 
says  J.  Dennis  Bonney,  vice-chairman  of 
Chevron  Corp.  "I'm  all  for  it." 
GATT  GAMBIT.  The  new  emphasis  is  even 
evident  at  Foggy  Bottom.  Diplomats  are 
taking  sales  seminars  before  heading 
off  to  theii-  foreign  posts.  And  there 
has  already  been  some  payoff: 
The  embassy  in  Bahrain 
helped  nail  down  Gulf  Air's 
decision  on  Nov.  11  to  pur- 
chase up  to  12  Boeing 
777s,  a  potential  $2  bil- 
lion deal,  and  the  em- 
bassy in  Brussels 
aided  Pacific  Tele- 
sis  Croup  in  land- 


But  as  long  as  it's  done  tenderly, 
approve." 

Tender,  though,  is  hardly  the  w( 
for  Clinton's  har'd-charging  approach, 
the  meeting  of  the  15-member  A.- 
Pacific Economic  Coopera- 
tion group,  he  pressed 
reluctant  Asian  leaders 
to  rally  arovmd  a 
vague  commitment 
to  greater  eco- 
nomic integra- 
tion down  the 
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id.  In  so  doing,  he  sent  a  blunt  mes- 
re  to  the  Eui-opeans  who  are  stalling 
ibal  trade  talks:  If  the  E(;  fails  to  cut  a 
al  by  a  mid-December  deadline  for 
apping  up  seven  years  of  negotiations 
the  General  Agreement  on  Tariffs  & 
Ti-ade,  the  U.  S.  may  seek  re- 
gional accords  with  Asia 
and  Latin  America. 

The  power  play 
just  might 


work.  Only  a  few  months  ago,  the  gatt 
talks  were  moribund,  hopelessly  dead- 
locked over  France's  refusal  to  give  up 
subsidies  foi"  its  farmei's.  Now,  optimism 
is  gi'owing  that  the  EC  and  the  U.  S.  will 
work  out  an  llth-hour  concession  to  buy 
French  support.  "Momentum  is  now 
overwhelmingly  in  favor  of  an  agree- 
ment," says  Commerce  Under  Secretary 
.Jeffrey  E.  Garten.  The  major  winners 
from  a  strong  GATT  agreement  would  in- 
clude financial  services,  high  tech,  and 
agribusiness.  But,  says  .Joseph  T.  Gor- 
man, chairman  of  TRW  Inc.:  "It's  going  to 
be  very  difficult  to  come  away  with  a 
good  agreement  in  the  time  allotted." 

An  even  bigger  market-access  chal- 
lenge awaits  Clinton  in  February,  when 
the  President  meets  with  Japanese 
Prime  Minister  Morihiro  Hosokawa  to 
conclude  an  agi'eement  aimed  at  reduc- 
ing .Japan's  $.50  billion  trade  surplus 
with  the  U.  S.  At  a  meeting  on  the 
eve  of  the  APEC  summit,  Clinton 
failed  to  get  Hosokawa  to  ac- 
cept numerical  targets  for 
opening  Japanese  markets 
to  exports.  Some  busi- 
nesses are  skeptical 
that  the  effort  will 
bear    fruit.  "Why 
would  countries 
with  significant 
trade  surpluses 
with  the  U.  S.  open 
their  markets  be- 
cause there's  some 
new  cheerleader  in 
the  Administra- 
tion?" asks  Kevin 
L.  Kearns,  presi- 
dent of  the  U.  S. 
Business   &  In- 
dustrial Council. 
Clinton  has 
moved  swiftly  in 
areas  where  he 
has    had  a 


free  hand.  The  most  important  change 
has  been  the  easing  of  controls  on  sales 
to  the  former  Soviet  bloc  and  China.  By 
yearend,  he  will  remove  some  export 
restrictions  on  computer  and  telecom- 
munications e(juipment  potentially  worth 
$.'37  billion.  Anothei'  move  is  coming  next 
spring,  when  NATO  is  expected  to  elimi- 
nate the  Coordinating  Committee  on 
Multilateral  Export  Controls  (COCOM), 
freeing  up  billions  more  in  potential 
high-tech  exports. 

ASIAN  THORNS.  The  Administration  has 
also  moved  to  make  the  government 
more  efficient  at  pushing  foreign  sales. 
The  Overseas  Private  Investment  Corp. 
has  received  $40  million  in  new  funds  to 
insure  U.  S.  investments  in  the  former 
Soviet  Union.  And  Clinton  is  adding  $150 
million  in  funding  for  the  Export-Import 
Bank.  And  on  Nov.  22,  the  Commerce 
Dept.  and  the  Environmental  Protection 
Agency  announced  a  plan  to  change  reg- 
ulations and  take  other  steps  to  help 
U.  S.  companies  taj)  the  $."300  liillion  glob- 
al environmental  technologies  market. 

Of  course,  it's  not  all  smooth  sailing 
for  Clinton's  trade  policy.  China,  the 
biggest  gi-owth  market,  poses  the  thorni- 
est problems.  By  demanding  progress 
on  human  rights  as  a  condition  for  re- 
newing China's  most-favored-nation  trade 
status  next  year,  Clinton  has  set  the 
stage  for  a  showdown  that  could  hws- 
trate  his  export  goals.  A  similar  con- 
flict is  brewing  over  workers'  rights  in 
Indonesia,  another  hot  Asian  economy. 

Another  risk  for  Clinton  is  ovei'per- 
sonalizing  his  role  as  peddler-in-chief. 
But  Clinton  has  no  intention  of  playing 
Willy  Loman,  unable  to  keep  up  with  a 
changing  world.  The  budding  super- 
salesman  knows  that  economic  gi'owth 
through  exports  may  be  the  l)est  insur- 
ance against  his  own  early  retirement. 

By  Oiven  Ulhnann  and  Dori  Jones 
Yang  in  Seattle,  with  Douglas  Harbrecht 
in  Washington  and  bureau  r'eports 
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WAR  CHEST 

To  promote  exports 
and  counter  foreign 
governments  that  link 
aid  to  sales, 
Washington  is 
-pledging  $150  million 
in  added  funding  for 
the  Export-Import 
Bank. 


COURTING  CHINA 

As  a  goodwill  gesture, , 
Clinton  has  approved 
the  sale  of  an  $8 
million  Cray  super- 
computer to  Beijing. 
He  also  is  lifting  a  ban 
on  key  components  for 
China's  nuclear  power: 
plants — good  news  for 
General  Electric. 


TO  RUSSIA 
WITH  LOANS 

Overseas  Private 
Investment  Corp. 
funding  has  been 
upped  to  provide  $2.5 
billion  in  loan  guar- 
antees and  insurance 
for  U.S.  companies 
investing  in  joint 
projects  in  Russia. 


DUELING  WITH 
COPYRIGHT  PIRATES 

The  U.S.  Trade 
Representative  is 
working  to  persuade 
foreign  governments 
to  enforce  intellectual 
property  protections. 
The  potential  big  win- 
ners: Hollywood  and 
.  s^ftwqFg  developefs. 


DATA:  BUSINESS  WEEK 
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AIRLINES  I 


WINGED  VICTORY:  THE  BRIEF  STRIKE  ASSURED  AMERICAN  OF  ITS  FOURTH  STRAIGHT  LOSS 


DID  CLINTON  SCRAMBLE  AMERICAN'S 
PROFIT  PICTURE? 


Intervening  ended  a  messy  strike  but  may  prolong  labor-cost  problems 


It  was  a  powerful  show  of  Presiden- 
tial persuasion,  all  right.  In  a  highly 
unusual  intervention  on  Nov.  22, 
President  Clinton  achieved  what  five 
days  of  a  crippling  strike  had  failed  to 
do:  bring  American  Airlines  Inc.  and  its 
flight  attendants'  union  together. 

Clinton's  dramatic  action,  persuading 
the  reluctant  airline  to  accept  binding 
arbitration,  relieves  the  immediate  woes 
of  thousands  of  Thanksgiving  travelers. 
It  also  may  have  given  American  a  face- 
saving  way  to  end  a  dispute  that  likely 
would  have  cost  the  company  more  than 
it  stood  to  save  in  the  short  term. 

In  the  long  run,  though,  the  outcome 
could  create  labor  headaches  foP  Ameri- 
can and  other  major  carriers,  all  of 
which  are  struggling  to  reduce  their 
costs.  Starting  next  year,  American 
must  negotiate  new  pacts  with  its  pilots 
and  machinists  unions — and  both  are  ca- 
pable of  inflicting  more  damage  in  a 
strike  than  the  flight  attendants. 
"SIMPLY  UNTENABLE."  Certainly,  Ameri- 
can's 21,000  flight  attendants  did  dam- 
age enough.  "We  shut  down  the  world's 
largest  airline  for  five  straight  days.  We 
commanded  the  attention  of  a  nation," 
boasts  Denise  Hedges,  president  of  the 
Association  of  Professional  Flight  Atten- 
dants. Indeed,  to  the  surprise  of  the  car- 
rier's management,  the  union  grounded 
nearly  two-thirds  of  American's  flights 
after  Nov.  18.  The  airline  lost  some  $15 
million  to  $20  million  a  day,  ensuring  a 


loss  for  the  year — its  fourth  straight. 

Even  in  the  face  of  such  red  ink, 
American  Chairman  Robert  L.  Crandall 
had  resolved  not  to  give  in  to  the  union's 
demands  for  higher  pay.  Just  one  day 
before  Clinton's  phone  call,  Crandall  had 
said  he  was  prepared  to  hunker  down 
for  a  drawn-out  dispute  to  hold  the  line 
on  expenses.  American,  he  said,  must  be 
able  to  compete  with  lower-cost  rivals 
such  as  Southwest  Airlines  Co.  (chart). 
As  it  was,  the  contract  American  wanted 
to  impose  on  its  flight  attendants  would 
have  raised  costs  "well  north  of  $100 
million"  over  four  years,  according  to 
Crandall.  Arbitration,  he  said,  "could  re- 
sult in  a  contract  that  is  simply  untena- 
ble for  the  long  term." 

So  why  the  change  of  heart?  "When 
the  President  chooses  to  involve  himself 
in  something,  his  request  is  due  a  great 
deal  of  deference," 
Crandall  said.  In  fact, 
though,  Crandall  may 
have  been  happy  to 
have  a  way  out  of  his 
bind.  Weathering  the 
full  11-day  strike 
threatened  by  the 
union  would  have  cost 
the  airline  at  least  $200 
million.  That's  proba- 
bly slightly  more  than 
American  would  have 
had  to  add  to  the  pot 
to  meet  the  union's  de- 
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mands  in  the  first  place,  according  o 
figures  provided  by  both  sides. 

By  taking  up  the  President's  off- 
Crandall  may  have  put  a  stop  to 
strike-related  losses  before  they 
passed  the  savings  from  his  impur 
contract.  Now,  the  arbitrator  is  likel\ 
split  the  differences  between  the  t 
sides,  so  that  the  airline  won't  abs^ 
the  full  brunt  of  the  union's  demands 
the  end,  Clinton  may  have  helped  Cr 
dall  out  of  a  tight  spot.  "I  think  sn 
people  can  see  it  that  way,"  conct  i 
American  CTO  Michael  Durham. 
DIS-UNITED?  But  the  arbitrator's  di 
sion,  expected  within  60  days,  likely  \ 
set  the  tone  for  American's  bigger  I 
ties  with  its  pilots  and  machinists.  An; 
ican  executives   have  said  in  rec' 
weeks  that  they  want  to  cut  20%  fr 
the  carrier's  $5  billion  labor  bill,  mn 
by  changing  work  rules  and  boo.^ 
productivity.  For  now,  the  flight  au 
dants  won't  share  in  the  cuts — puti 
more  pressure  on  Crandall  to  wring 
savings  from  the  carrier's  other  unio 

The  outcome  could  well  influenct 
bor  talks  at  United,  Delta,  and  us.'\ii 
of  which  are  struggling  to  win  com 
sions.  "The  arbitrator  is  going  to  ha\  ( 
recognize  that  whatever  he  does  is  go 
to  set  the  tone  for  negotiations  witii  i. 
the  other  unions,"  says  Ralph 
Craviso,  a  Dallas  labor  consultant 
former  head  of  employee  relations 
American.  United  Airlines  Inc.  is  thr( 
ening  to  break  up  the  airline  and  s 
off  short-haul  routes  unless  it  can  pu 
union  buyout  back  on  track.  Alrea 
though,  some  labor  leaders  are  sound 
cockier.  Crows  a  union  negotiator 
United:  "If  the  flight  attendants  can 
this  to  American,  imagine  what  pilots 
machinists  can  do  to  United." 

Such  talk  suggests  that  Clinton's 
tervention  has  shifted  the  balance 
power  in  the  airline  industry  at  a  crit 
juncture.  Was  that  his  intent?  Indus 
officials  in  Washington  think  so,  s 
gesting  the  move  was  a  sop  to  lat 
which  is  still  smarting  from  the  Pri 
dent's  support  for  the  North  Ameri( 
Free  Trade  Agreement  (page  45).  Lai 
Secretary  Rob 
Reich  denies  there 
any  NAFTA  connecti 
arguing  that  the 
ministration's  des 
was  simply  to  h 
smooth  labor-mana 
ment  relations.  But 
the  long  run,  that  ^ 
take  more  than 
Presidential  phone  c 
By  Wendy  Zellner 
Dallas,  with  M 
McNamee  and  S 
Payne  in  Washingtol 


Commentary /by  Susan  B.  Garland 


THE  UNIOHS  VS.  PRO-NAFTA  DEMOCRATS:  GET  OVER  IT 


fter  12  years  of  insult  from  Re- 
^^^^  publican  Administrations,  the 
'^^A  last  thing  unions  needed  was  a 
jlitical  defeat  inflicted  by  a  Democrat- 
President  they  helped  elect.  But 
lat's  what  labor  got  with  the  passage 
:  the  North  American  Free  Trade 
greement  CNAFTA).  Now,  union  lead- 
's and  the  Democratic  Party  find 
lemselves  wondering  how  to  bridge 
le  rift  between  them. 
In  truth,  the  two  sides  have  been 
•ifting  apart  for  years.  A  growing 
imber  of  Democrats,  led  by  President 
'inton,  have  focused  on  the  competi- 
re  demands  of  a  global  economy.  Or- 
mized  labor,  meanwhile,  has  tried  to 
)ld  back  the  tide.  The  nafta  fight 
ily  highlighted  the  schism.  "It's  clear 
at  the  union  movement  does  have  to 
through  dramatic  change,"  says 
chard  W.  Hurd,  professor  at  Cornell 
aiversity's  School  of  Industrial  &  La- 
;r  Relations.  "Rather  than  protecting 
e  current  system,  they  need  to  re- 
ond  to  the  changing  economy." 
4RROW  AGENDA.  For  years,  labor  and 
e  Democrats  saw  the  world  through 
e  same  economic  and  social  prism.  As 
ig  as  the  U.  S.  ,was  a  self-reliant  in- 
strial  powerhouse,  the  goal  for  both 
IS  making  sure  that  wealth  was  dis- 
buted  fairly.  But  now,  the  flight  of 
v-wage  jobs  has  thrown  labor  into 
rmoil.  Membership  in  manufacturing 
ions  has  declined  precipitously,  and 
3t-conscious  employers  are  balking 
union  demands  for  big  gains  at  the 
rgaining  table.  "There's  a  sense  that 
)or  is  operating  in  an  old  '60s  agenda 
d  doesn't  understand  that  things 
ve  changed,"  says  Democratic  strat- 
ist  Ted  Van  Dyk. 

Clinton  and  102  House  Democrats, 
!anwhile,  saw  nafta  as  a  way  to  cre- 
;  jobs  and  expand  the  wealth  base. 
)reover,  Clinton  hoped  to  appeal  to  a 


THE  AFL-CIO'S  KIRKLAND  FLANKED  BY  THE 
TEAMSTERS'  CAREY  AND  THE  UAW'S  BIEBER 


broad  middle-class  often  angered  by 
what  it  perceives  as  labor's  narrow 
agenda.  The  '92  elections  also  strength- 
ened the  ranks  of  moderates  willing  to 
wreak  havoc  on  labor-backed  initia- 
tives, such  as  Clinton's  economic  stimu- 
lus plan. 

These  divergent  outlooks  trans- 
formed the  NAFTA  fight  into  a  battle 
for  the  heart  and  soul  of  the  Democrat- 
ic Party.  Clinton  accused  the  unions  of 
"roughshod"  tactics.  Pro-NAFTA  Demo- 
crats are  still  sore  that  the  unions 
played  hardball.  "No  organization  can 
expect  this  member  of  Congress  to  be 
an  automatic  vote  on  anything,"  fumes 
Representative  Mel  Reynolds  (D-IIL). 
For  their  part,  union  leaders  vowed  re- 
venge in  the  1994  elections  and  have 
hinted  that  Clinton  can't  take  their  sup- 
port in  '96  for  granted. 

It  would  be  a  mistake  for  both  sides 


if  the  family  feud  went  much  further. 
As  much  of  a  New  Democrat  as  he  is, 
Clinton  can't  afford  to  alienate  the 
unions.  Their  political  contributions 
and  foot  soldiers  form  the  cornerstone 
of  Democratic  campaigns.  Indeed,  the 
NAFTA  voting  patterns  in  the  House 
could  spell  trouble  for  Clinton  if  he 
doesn't  mend  fences.  Union-backed 
Democratic  lawmakers  from  states 
that  cast  their  electoral  votes  for  Clin- 
ton in  1992  voted  overwhelmingly 
against  the  trade  pact.  That's  why,  on 
the  day  after  the  the  nafta  vote,  Clin- 
ton called  AFL-CIO  President  Lane  Kirk- 
land  to  arrange  a  meeting  at  the  end  of 
November. 

Likewise,  labor  will  embark  on  a  sui- 
cide mission  if  it  withholds  support. 
Clinton  is  probably  as  good  a  friend  as 
labor  can  get.  Indeed,  a  senior  White 
House  official  says,  the  Administration 
will  "redouble  efforts"  to  push  for 
worker-retraining  legislation  and  a  bill 
to  bar  the  replacement  of  striking 
workers.  And  Clinton's  help  in  ending 
the  flight  attendants'  sti-ike  against 
American  Airlines  Inc.  is  a  far  cry 
from  Ronald  Reagan's  firing  of  air- 
traffic  controllers. 

But  for  labor  and  the  Clintonites  to 
reach  an  accommodation,  union  leaders 
must  abandon  efforts  to  stop  immuta- 
ble economic  forces.  Instead,  they 
must  take  the  lead  in  preparing  work- 
ers to  face  upheaval.  Labor  and  Demo- 
crats share  an  ambitious  agenda  that 
includes  health  care,  job  training,  im- 
proved schools,  and  worker-safety  ini- 
tiatives. "We  had  an  intense  squabble, 
but  it's  time  to  move  on,"  says  Labor 
Secretary  Robert  B.  Reich.  After  the 
passions  of  NAFTA  have  cooled,  unions 
may  discover  they  agree. 


Garland  covers  national 
politics  in  Washington. 
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said  "aye"  to  NAFTA, 
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THE  ADMINISTRATION  I 


DALEY  AND  EMANUEL:  ORCHESTRATING  THE  CAMPAIGN  AND  PROVIDING  "A  SENSE  OF  MISSION' 


THE  A-TEAM  THAT 
SAVED  NAFTA'S  BACON 


A  flack,  a  money  man,  the  trade  rep,  and  a  Chicago  street  pol 


It's  the  stuff  of  Holly- 
wood buddy  movies.  A 
motley  bunch  of  misfits 
is  assembled  for  a  seem- 
ingly suicidal  mission. 
The  odds  are  long.  The 
task  is  perilous.  But  miraculously,  the 
ragtag  recruits  rise  to  the  occasion  and 
win  a  great  victor^'. 

Forget  The  Dirty  Dozen.  Meet  Bill 
Clinton's  XAFTA  Ninjas,  four  politically 
bruised  aides  who  engineered  the  stun- 
ning Nov.  17  House  victor}'  for  the 
North  American  Free  Trade  Agreement. 
ARISE!  The  team  leader  is  X.A.FTA  czar 
William  Daley,  the  tough  Chicago  pol 
who  had  been  passed  over  for  an  Admin- 
istration post.  Then  there's  Rahm  I. 
Emanuel,  a  former  Goldman,  Sachs  & 
Co.  consultant  whose  abrasive  style  led 
to  his  ouster  as  White  House  political 
director  last  June.  U.  S.  Trade  Represen- 
tative Mickey  Kantor,  who  had  been 
passed  over  for  the  White  House  chief 
of  staff  job  after  for- 
mer campaign  workers 
objected  to  his  autocrat- 
ic manner,  is  also  on  the 
team.  And  rounding  it 
out  is  boyish  George  R. 
Stephanopoulos,  el- 
bowed out  of  the  top 
White  House  communi- 
cations job  in  a  shakeup 
last  June. 

In  the  bloody  XAFTA 
fight,     which  pitted 
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friend  against  friend  and  allied  the  Ad- 
ministration with  Republicans  and  Big 
Business,  group  members'  weaknesses 
suddenly  became  strengths.  Daley  and 
Emanuel  orchestrated  the  campaign 
from  their  command  post  in  the  Old  Ex- 
ecutive Office  Building.  Emanuel,  34,  a 
former  Israeli  soldier  and  ballet  dancer 
whose  in-your-face  style  and  unpredict- 
able temper  had  alienated  top  Dems, 
was  well  suited  for  his  role  as  xafta's 
chief  commando.  "He  was  the  enforcer," 
says  one  senior  White  House  adviser. 
The  calmer  Daley  "was  able  to  bring  a 
sense  of  order  and  mission,"  says  invest- 
ment banker  Wayne  Berman,  a  former 
Commerce  Dept.  official. 

While  Daley  and  Emanuel  ran  the 
XAFTA  war  room,  Kantor  tirelessly  cut 
deals.  As  the  Nov.  17  showdown  neared, 
he  awoke  Representative  Robert  T.  Ma- 
tsui  (D-Calif.),  a  key  xafta  supporter,  at 
3  a.m.  to  regale  him  with  details  of  the 
completed  negotiations  with  the  sugar 


PULLING  ALL-NIGHTERS  FOR  NAFIA 


RAHM  EMANUEL  Hot-headed,  abrasive,  expert  at  executing  game  plans.  May  ; 
get  a  leading  role  in  promoting  Clinton's  anticrime  pockage  as  a  NAFTA  reward^ 


WILLIAM  DALEY  Gruff,  cagey  son  of  the  legendary  Chicago  mayor,  was  pas$ed( 
over  for  Transportation  Secretary.  Nov/  touted  for  eventual  Cabinet  job. 


Mickey  KANTOR  Former  campaign  chairman  made  scads  of  enemies  and  was  | 
exiled  to  U.S.  trade  rep  post.  After  NAFTA,  his  stature  is  rising.  J 


GEORGE  STEPHANOPOULOS  George  couldn't  get  along  with^  the  press  and  lost  \ 
his  spokesman  post.  But  he  rallied  crucial  last-minute  business  support  for  pact,  j 


and  citrus  growers.  The  groggy  lawms 
er  asked  Kantor  to  call  him  in  the  moi 
ing,  which  Kantor  did — at  8:45  a.m. 
never  left  his  office."  says  Matsui. 

Kantor  played  hardball  to  win  indi 
tries'  support.  Sugar  growers  privatx 
say  he  issued  a  veiled  warning:  accepi 
deal,  or  the  Administration  would  cons 
er  ending  federal  subsidies.  The  pa( 
with  sugar  and  citrus  growers,  as 
as  textiles  and  wheat,  turned  more  th 
two-dozen  votes  and  clinched  the  victo: 
NO  SECRET.  On  Capitol  Hill,  Stephai 
poulos  lined  up  business  groups  to  gi 
House  members  last-minute  reasons 
vote  for  xafta.  He  and  Thomas 
Nides,  Kantor's  chief  of  staff,  turnec 
key  vote  when  they  persuaded  rust-b 
Representative  Thomas  C.  Sa\\n,^er 
Ohio)  to  pledge  his  support.  Stephai 
poulos  convinced  him  by  producing  s 
tistics  showing  that  economic  growth 
Sawj'er's  Akron  district  depends  m( 
on  high-tech  research  labs  than  uni 
shops.  "Stephanopoulos  knew  where  t 
bodies  were,  who  was  gettable,"  s£ 
one  GOP  strategist.  One  reason:  He  us 
to  be  top  legislative  aide  to  House  A 
jority  Leader  Richard  A.  Gephardt 
Mo.),  an  ardent  xafta  foe. 

For  Stephanopoulos,  the  XAFTA  n 
sion  was  problematic.  It  was  no  sec 
that  he  wanted  the  President  to  pi 
health  care  over  free  trade.  But  he 
got  excited.  "His  heart  was  never 
XAFTA,  but  he  came  off  smelling  pre 
good,"  says  one  White  House  insider 
To  the  victors  go  the  spoils,  and  n 
everyone  wants  to  know  what  Clini 
will  do  for  his  xafta  warriors.  Dalej 
being  mentioned  for  a  top  post — e 
he's  interested.  "I  won't  b.s.  you,' 
told  BUSIXESS  WEEK.  "I'd  give  it  so 
thought."  Clinton  is  expected  to  rew; 
Emanuel  by  putting  him  in  charge  of 
White  House  anticrime  program. 

Kantor's  name  is  being  bandied  ab( 
as  a  possible  successor  to  Comme 
Secretarj'  Ronald  H.  Brown,  if  alle 
tions  now  under  investigation  tl 
Brown  took  a  $7.50,000  bribe  to  lift 
trade  embargo  against  Vietnam  lead 
criminal  charges.  Brown  has  denied  i 
wrongdoing.  And  Stephanopoulos 
already  had  a  powerful  position  as  C 
ton's  senior  policy 
viser,  will  have  e 
more  clout  in  fut^ 
battles.  All  in  all, 
not  a  bad  ending  fo 
story  featuring  a  bui 
of  misfits  as  hero 
The  question  now:  H 
will  they  perform  in 
sequels? 

By  Douglas  Harbre 
with  Richard  S.  Dunhi 
in  Washington 


JTICSI 


FHE  AIR  HAS  GONE  OUT 
F  HIS  EARS' 


rot  got  a  pasting,  but  his  backers  could  defeat  some  incumbents 


By  his  own  account,  Rep- 
resentative Stephen  Horn 
(R-Cahf.)  owes  his  nar- 
row 1992  victory  to  the 
followers  of  Ross  Perot. 
So  it's  no  surprise  that  as 
reshman  legislator,  he  has  been  a 
)ng  advocate  of  Perot's  government- 
3rm  agenda.  But  Horn's  support  for 
North  American  Free  Trade  Agree- 
it  has  Perotnistas  vowing  they'll  nev- 
vote  for  him  again,  even  if  it  means 
;ting  a  liberal  Democrat.  Horn  isn't 
3d  by  the  threats.  "If 
t's  what  they  want,"  he 
s,  "so  be  it." 
[ow  times  have  changed, 
t  a  few  months  ago,  of- 
holders  quaked  at  the 
aght  of  being  targeted 
political  annihilation  by 
Dallas  billionaire.  But 
in  the  wake  of  Perot's 
istrous  debate  perfor- 
ice  and  his  failure  to  kill 
TA,  pols  dismiss  him  as 
incredible  shrinking  pop- 
t.  Says  Representative 
■ert  T.  Matsui  (D-Calif.): 
:'s  gone  from  a  powerful 
re  to  someone  who's 
^hable.  There's  no  re- 
;t,  no  fear."  Adds  Alvin 
11,  president  of  the  Democratic  Lead- 
lip  Council:  "The  air  has  gone  out  of 
ears." 

'ITY  OF  BOUNCE.  Even  in  the  fickle 
Id  of  politics,  the  abruptness  of  Per- 
plunge  is  unusual.  In  a  March  Gal- 
'Poll,  taken  during  the  Texan's  heady 
;  of  bashing  the  Clinton  budget, 
jricans  viewed  Perot  favorably  by  a 
•to-28%  margin.  By  mid-November, 
)t's  positive  rating  had  plummeted  to 
,  while  his  negatives  climbed  to  58%. 
t  respondents  said 
)t  is  no  longer  ei- 

believable  or  rep- 
nts  their  views  on 
)rtant  issues.  And 
:her  poll  shows 

only  9%  of  voters 
n  to  be  strong 
sorters,  down 
1  a  peak  of  24%  in 
ch  (chart).  Adds 
Marshall,  presi- 

of  the  moderate 
jressive  Policy  In- 
ite:  "People  are 


beginning  to  interpret  him  as  a  conven- 
tional politician,  not  an  antipolitician." 

Still,  officeholders  who  cavalierly  dis- 
miss Perot  may  pay  with  their  careers. 
In  the  past,  he  has  shown  amazing  resil- 
ience, bouncing  back  from  the  nadir  of 
his  withdrawal  from  the  Presidential 
race  last  July  to  win  19%'  of  the  vote. 
"I'm  as  close  to  bulletproof  as  anybody 
can  be,"  Perot  insisted  in  a  session  with 
reporters  on  Nov.  17.  "I  can't  be  fired. 
So  we  can  keep  on  keeping  on." 

While  Perot's  Presidential  hopes  may 


"Fm  as  close  - 
to  bulletproof  \ 
as  anybody  car^ 
be.  1  can't  be  i 
fired.  So  we  \ 
can  keep 
on  keeping  on" ; 


ROSS  ON  THE  WANE 

QUESTION:  DO  YOU  CONSIDER  YOURSELF 
A  SUPPORTER  OF  ROSS  PEROT? 


STRONG  SUPPORTER 


SURVEYS  OF  1,000+  PEOPLE 
MARGINS  OF  ERROR  +  3  PERCENTAGE  POINTS 

DATA:  C«N/US'iraO'« If  POLLS 


have  dimmed,  he  still  commands  a  formi- 
dable bloc  of  very  angry  voters.  "We're 
not  going  away  until  we  begin  to  see 
some  changes,"  says  Jim  Bigelow,  Per- 
ot's New  York  State  director.  Republi- 
can pollster  Frank  Luntz  estimates  that 
Perot's  minions  could  play  a  crucial  role 
in  deciding  some  two  dozen  congressio- 
nal elections,  particularly  in  Midwestern 
districts  with  declining  manufacturing 
bases.  "With  Nafta  passing,  Perot's  per- 
sonal political  life  is  over,  but  his  legions 
still  survive,"  says 
Luntz,  who  polled  for 
Perot  in  1992. 

Perot  admits  his  or- 
ganization has  no 
game  plan  for  1994 
and  beyond.  "We're  in 
turmoil  now,  to  be  to- 
tally candid,"  he  says. 
Indeed,  his  extensive 
state  networks  have 
to  agree  on  a  new 
agenda  if  they're  to 
regain  the  political  ini- 
tiative. Some  follow- 


A  SUPPORTER 

NOV  15-16 


ers  hope  to  concentrate  on  congressional 
reform,  including  a  ban  on  foreign  lob- 
byists, abolition  of  political  action  com- 
mittees, a  balanced-budget  amendment, 
and  term  limits.  Others  favor  creating  a 
third  party  and  recruiting  Perotnista 
candidates  for  Congress.  Still  others 
want  a  jihad:  They  would  concentrate 
on  defeating  NAFTA  supporters. 

Perot  himself  is  crisscrossing  the 
country  to  meet  a  pledge  to  hold  United 
We  Stand  America  rallies  in  all  50  states 
this  year.  He  promises  "a  huge,  formal 
membership  drive"  in  every  congressio- 
nal district  by  Dec.  31.  Beyond  that,  the 
Texan  is  keeping  his  options  open.  He  is 
discussing  a  "surgical  approach"  in 
which  he  flexes  his  political  muscles  by 
targeting  a  few  vulnerable  incumbents 
in  their  parties'  primaries.  Still  to  be  de- 
cided: whether  Perot  will  name  his  own 
candidates  or  back  others.  Either  way, 
his  thinking  is  that  "not  many  people 
vote"  in  primaries,  and  his 
hordes  can  make  a  differ- 
ence by  showing  up  en 
masse.  One  possible  target: 
House  Ways  &  Means  Com- 
mittee Chairman  Dan  Ros- 
tenkowski  (D-IIL),  already 
reeling  from  a  grand  jury 
investigation  into  alleged  fi- 
nancial irregularities. 
COSTLY  LEAP.  But  Perot 
faces  some  large  obstacles. 
For  one  thing,  many  of  his 
supporters  are  indepen- 
dents, and  most  states,  in- 
^^^^  eluding  Illinois,  require 
f^^^^A  them  to  reregister  in  order 
^fl  to  vote  in  primary  elections. 
Y  That,  plus  early  filing  dead- 

lines  in  key  states,  means 
forces  have  little  time  to 
By  the  week 
dead- 


I 


that  Perot 

come  up  with  candidates, 
after  New  Year's,  for  example, 
lines  will  have  passed  in  both  Illinois  and 
Texas.  And  if  Perot  decides  to  leap  head- 
first into  partisan  politics,  he'll  risk  the 
tax-exempt  status  of  United  We  Stand. 
That,  in  turn,  would  jeopardize  Perot's 
ability  to  fund  the  operation  out  of  his 
pocket  with  little  or  no  disclosure  of  its 
finances. 

Strategists  for  both  parties  are  de- 
signing strategies  to  woo  Perot  voters 
even  as  they  belittle  the  former  candi- 
date. They  know  that  the  1994  elections 
are  a  critical  test  of  the  Perotnistas'  po- 
litical influence.  So  does  Perot.  "I  don't 
care  if  I  get  beat  up  or  not,"  he  says. 
"The  next  time  around,  I  won't  be  such 
a  schoolboy."  Perot's  legions  clearly  are 
spoiling  for  a  fight.  "I  can't  tell  you  how 
upset  people  are,"  says  Texas  Perot  or- 
ganizer Bill  Walker.  "We'll  remember  in 
November."  Even  with  Perot  weakened, 
that's  something  that  incumbents  had 
better  not  forget. 

By  Richard  S.  Dunham  in  Washington 


BUSINESS  WEEK/DECEMBER  6,  1993  ^7 


PUBLISHING  I 


TIMES  CO.  HAS  POURED  BIG  BUCKS  INTO  TRADITIONAL  PUBLISHING,  SUCH  AS  THB  BOSTON  GLOBE 


IS  THE  TIMES 

FALLING  BEHIND  THE  TIMES? 


New  York  Times  Co.  seems  content  to  let  others  pioneer  multimedia 


Investors  just  can't  gel  enough  of 
multimedia.  Wall  Street  has  bid  up 
the  shares  of  almost  all  media  com- 
panies, figuring  they'll  offer  much  of 
the  information  that  will  give  multime- 
dia zing.  Most  publishei*s.  meanwhile, 
are  rushing  to  set  up  on-line  sen'ices:  In 
mid-November  alone.  Dow  Jones  &  Co. 
and  Washington  Post  Co.  launched  pro- 
jects to  develop  interactive  versions  of 
The  Wall  Street  Joirnml  and  The  Wash- 
ington Post. 

Missing  from  the  frenzy,  however,  is 
the  New  York  Times  Co.  The  publisher 
of  the  nation's  most  prestigious  daily 
newspaper  has  been  pouring  huge  bucks 
into  traditional  publishing,  including  a  .SI 
billion  merger  in  October  with  Affiliated 
Publications  Inc.,  publisher  of  The  Bos- 
ton Globe.  But  it  is  stepping  only  gin- 
gerly toward  the  electronic  age.  The  re 
suit:  Times  Co.'s  shares  lag  those  of  its 
rivals  (chart).  "Instead  of  just  standing 
there,  [other  publishers]  are  going  after 
the  market."  gripes  Goldman,  Sachs  & 
Co.  media  analyst  Eric  S.  Philo.  "The 
Xeiv  York  Times  is  just  not  doing  it." 

What  gives?  Times  Co.  President 
Lance  R.  Primis  insists  that  '"it's  clear 
The  Neil'  York  Times  is  going  to  be  a 
player"  in  multimedia  one  day,  adding 
that  some  "'great  opportunities  exist  for 
a  company  that  has  as  much  original 


data  as  we  do."  But  so  far.  Times  Co.'s 
moves  have  been  small.  On  Nov.  19.  it 
announced  an  agreement  with  Xynex 
Corp.  that  will  launch  a  daily  fax  deliv- 
en,"  ser\"ice  of  a  customized  assortment 
of  stories  to  subscribei-s.  and  it  recently 
launched  FasTrack.  a  senice  that  allows 
job  seekers  to  register  resumes  with  the 
Times  and  send  them  eleca-onically  to 
prospective  employers. 

One  reason  Times  Co.  may  not  be 
mo\ing  any  faster  is  a  deal  the  company 
stmck  a  decade  ago  with  Mead  Data 
Central  Inc.'s  XEXIS  data  base.  Under  its 
terms.  NEXIS  holds  exclusive  on-line 
rights  to  Xeu-  York  Times  stories  24 
hours  after  publication,  says  Mead 
Data  Marketing  Director  Debo- 
rah Silcox.  That  doesn't  stop 
Times  Co.  from  dis- 
tributing its  informa- 
tion electronically  , 
right  after  publica- 
tion. But  a  day  later. 
Mead  Data  holds  fur- 
ther on-line  distiibu- 
tion  rights,  barring 
Times  Co.  from  sign- 
ing up  with  other  m 
electi'onic  distiibution 
companies  or  offering 
a  similar  senice. 

Mead  Data  also  has        .  92 


i 


NEW  YORK 
TIMES  CO. 


the  unilateral  right  to  renew  the  ct 
tract  even"  year  'in  perpetuity,"  Silc 
adds.  Times  Co.  acknowledges  the  co 
tract  exists  but  won't  discuss  how  it  lii 
its  its  expansion  into  multimedia. 

Wall  Street,  meanwhile,  wonders 
Times  Co.  is  simply  overly  preoccupit 
with  problems  in  its  publishing  busines 
It  suffered  from  a  two-year  delay 
starting  up  a  S4.50  million  printing  pla 
in  Edison.  X.  J.,  as  management  wTest 
new  labor  agreements  from  union 
Then  there  was  an  expensive,  doomi 
foray  into  Atlanta,  where  it  bought  tl 
suburban  Gicinnett  Daily  Xews  ai 
two  small  Georgia  weeklies  for 
million  in  1987.  only  to  close  the  mone 
losing  Xeics  last  October  and  take 
S-53.8  million  pretax  charge.  As  a  resu 
the  company  lost  S44.7  million  last  yet 
on  revenues  of  S1.8  billion. 
ON-LINE  CHATS.  Will  Times  Co.  suff 
from  not  jumping  into  multimedia  hea 
first?  Faster-moving  rivals  think 
might.  David  D.  Hiller.  senior  \ice-pre 
dent  of  development  with  Chicago-bas 
Tribune  Co.,  contends  that  knowied 
gained  in  its  numerous  multimedia  a 
interactive  ventures  is  "critical"  to 
company's  future.  Adds  Roger  Fidl 
interactive-media  gura  at  Miami-bas 
Knight-Ridder  Inc.:  "There's  an  adv: 
tage  to  being  prepared  and  being  0 
there  fii-st  with  some  of  these  products 

Other  publishei-s  seem  to  agree, 
planned  interactive  version  of  The  Wai 
ington  Post,  scheduled  to  begin  n( 
July,  will  allow  readers  to  place  th 
own  classified  ads.  "chat''  electronica 
with  other  readers  and  Post  editoi-s 
call  up  detailed  information  on  neighb< 
hoods  and  entertainment.  All  this  wiU 
available  on  cable  TV  as  well  as  by  co 
puter.  Development  of  the  interac 
Wall  Street  Journal,  which  hasn't  be 
announced,  is  just  getting  started.  Su 
members  were  assigned  to  the  project 
mid-November. 

Primis  insists  Times  Co.'s  go-slow  i 
proach  makes  sense.  "I'm  not  looking 
pour  a  lot  of  money  down  a  pit" 
moving  too  quickly  into  mul 
media,  he  says.  Meanwhile,  thf 
are  signs  that  old 
Times  businesses  s 
turning  around  a  I 
Wheat,  First  Secu 
ties  Inc.  expects  t 
company  to  turn 
S81.4  million  pro 
this  year.  But  Timj 
Co.  must  show  mci 
progress  to  quiet  cf 
ics.  With  the  muf 
media  age  dawnir,! 
time's  a-wasting. 

By  Elizabeth  Le^ 
in  Xew  York 


THE  TIMES  THEY 
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WOLMAN.  DORFMAN. 
CNBC  PROPHETS. 

Bill  Wolman.  Dan  Dorfnian.  Get  to  know  these  faces.  They  can 
change  your  fi?iancial  future.  Because  they  ve  got  the  courage  to 
challenge  conventional  wisdom.  On  Wall  Street.  And  in 
Washington.  They  have  access  to  the  information  that 
moves  the  markets.   The  insight  to 
i  evaluate  the  economy.  The  foresight 

f  ^  to  predict  the  unpredictable.  They're 

l^lfc,  ^^^^  ^^/^  to  call  it  as  they  see  it. 

WHEN  they  see  it.  Because  they 
know  how  important  it  is  for  you  to 
be  one  step  ahead.  To  secure 
information  in  plenty  of  time 
to  make  critical 
financial  decisions. 
Dan  Dorfinan  — 
on  top  of  the 
nation's  corporate 
scene.  Bill 
Wolman  -  on  top 
of  the  nation's 
economy.  They're 
an  essential 
part  of  CNBC's 
formula  for  your 
financial  success. 

Watch  them. 
Profit  from  them. 


HBC 


For  CNBC  cable 
channel  number,  call 
1-800-SMART  TV  or 
check  local  listings. 


HOGAN  HAS  DECEMTRAUZED  DECISK>NS,  CHANGED  THE  PRODUCT  MIX,  AND  BOOSTED  MORALE 


TAKING  STOCK  AT 

HOME  SHOPPING  NETWORK 


.Amid  the  DiUer-dallxing,  the  CEO  is  winning  kudos  as  a  Mr.  FLxit 


oarly  all  ye;ir.  the  specter  of  Bar- 
•  y  Diller  h;is  hovered  over  Home 
ShoppiiiiT  Network  Inc.  It  has 
not  Wen  a  comfortinir  presence.  First, 
then?  was  HSN"s  agreement  to  launch  a 
shop-at-home  sen'ice  in  Britain  with 
British  Sky  Broadcasting.  Diller  scuttled 
the  deal  in  June  by  negotiating  a  p;ict 
with  Sky  for  his  Q\0  Network  instead. 
Then  came  liie  merger.  On  July  12. 
Diller  announce<l  that  QVC  would  acquire 
Hj^N  in  a  stock  swap  worth  Sl.l  billion. 
Now  that  plan,  too.  is  off — superseded 
by  Diller's  bid  for  P;iramount  Communi- 
cations Inc. 

Suddenly,  it's  back  to  square  one  for 
HSN  Chief  Executive  Gerald  Hogan.  who 
has  been  buffeted  by  events  since  he 
took  the  reins  in  February-.  "To  say  he 
has  been  under  fire  is  putting  it  mildly — 
I  don't  think  a  gtiy  wuld  have  come  in 
under  more  duress  and  f;ired  bener." 
says  H<.\'  Director  J.  .\nthony  Forst- 
mann.  "Under  the  circumstiinces.  he's 
done  quite  an  incredible  job." 

Hogiui  was  recruited  from  Turner 
Bro;idc:isting  Systems  Inc.  by  Liberty 
Media  Corp.  following  its  purchase  of  a 
contrcilling  interest  in  St,  Petersburg 
(Fla.^-based  HSN.  His  mandate:  revitalize 
a  company  that  had  stagnated  under  co- 
founder  Roy  M.  Si.M?er.  Sides  had  rocket- 
ed in  five  years,  to  $1  billion  by  1990. 
!  then  flattened.  Management  controls 


were  lacking,  imd  Speer's  forays  into 
such  ancillan-  businesses  as  infomercials 
had  weakened  the  core  shopping  senice. 

Within  weeks  of  Hogan's  iirrival,  HS.v 
was  rocked  by  allegations  of  financial 
misdeeds  and  self-dealing — including  ac- 
cusations that  employees  took  kickbacks 
from  vendors.  The  allegations  were  con- 
tained in  a  lawsuit,  still  pending,  by 
HSN's  former  general  counsel  against 
the  company.  Liberty.  Speer,  and  other 
HSN  officers.  HS.\  and  the  other  defen- 
dants have  denied  the  charges  in  legal 
briefs.  HSN  also  faces  shareholder  suits 
containing  simikir  alleg-ations  and  says 
the  Securities  Exchange  Commission 
is  investigating. 

.A.S  the  saindal  unfolded,  Hogan  tried 
to  buck   up  H<N""s  demoralized  work 


IISi,WmHNITQVC 


force.  But  he  admits  that  it  has  : 
longer  to  change  the  corporate  culti 
which  suffered  from  Speer's  autocrj 
management.  "".A.ll  decisioris  were 
neled  to  him, "  says  Hogan,  who 
worked  to  decentralize  decision-i 
and  institute  other  changes.  HSN'  tool 
inventorj-  write-down  of  $22.' 
and  altered  its  merchandising 
eliminate  items  that  cost  less  than 

Not  all  of  Hogan's  fixes  have  woi 
In  the  nine  months  ended  Sept.  30, 
nues  dropped  to  ST50  niiUion  from 
million  the  year  before.  In  part 
slipped  because  HSN  spun  off  two  op< 
tions.  But  business  suffered  over 
summer  after  HSN  began  focusing 
pricier  goods,  such  as  computers 
jewelr>\  .\nd  consumers  objected  w! 
HSN  moved  a  fashion  program  out  of 
early-moniing  slot,  HSN  reinstated 
fashion  program  and  readjusted  its  n 
chandising  mix — and  sales  in  Septem 
and  October  improved. 

Still,  ^^'■ai]  Street  generally  praises  ] 
gan's  early  moves.  "He  has  done  w 
he  could — small  things  and  the  rij 
things."  says  Peter  J.  Siras.  an  anal 
with  I BS  Securities  Inc.  The  bigger  cl 
lenge  now:  to  improve  sales  by  broad 
ing  HSN's  reach  and  ruming  occasio; 
customers  into  regular  buyers. 

MERGER  MYSTERY.  HSN's   mOSt  COm{: 

ling  advantage:  its  new  allies,  Tele-Cc 
munications  Inc.  and  Bell  .Atlantic  Co 
Libertj-  has  agreed  to  drop  its  22^f  int 
est  in  Qvc  should  Diller  acquire  Pa 
moimt.  That  outcome  certainly  is 
question:  Both  QVC  and  ^'iacom  Inc.  i 
tended  their  offers  for  Paramount  pei 
ing  a  court  ruling  on  the  legality-  of  \' 
com's  tender.  If  Diller  wins.  B 
-Atlantic  Chairman  Ra\"mond  W.  Smi 
who  will  acquire  the  Libert}"  interest 
pan  of  his  proposed  acquisition  of  T 
would  be  free  to  focus  on  HSN  as 
entree  to  the  home-shopping  arena. 

Smith's  backing  should  aid  HSN 
powerful  retailers,  such  as  Spiegel-Tii 
Warner  and  R.  H.  Macy  i  Co.  laim 
their  own  home-shopping  vehicles.  Me? 
while.  Hogan  is  building  reladonshi 
with  programmers  to  pro\"ide  new  H 
venues.  He  is  discussing  a  joint  ventu 
to  market  products  with  Black  Entt 
tainment  Network  through  bet's  ext 
ing  cable  programs.  .\nd  intematior 
e.xpansion,  particularly  in  Etirope 
mains  high  on  Hogan's  list. 

Europe,  of  course,  was  where  Hog; 
first  got  burned  by  Diller,  Is  he  st 
sore"?  Nah.  Diller's  presence  has  gem 
ated  excitement  in  the  home-shoppii 
arena.  Hogan  says,  adding  that  "it's 
long  race."  Indeed.  If  Diller's  Par 
mount  bid  falls  through,  though,  he  m: 
well  be  back  on  HSN's  doorstep. 

Bu  Goii  DfGcorot-  i'l  St.  Ptteryburo.  Fi: 


How  the  doors  off  tht-ir  DdS.  too.  Dt-niaiul  OS/2' 
reloaded  on  your  next  PC.  OS/2  fulK  t  \[ili lit- t[if 
itest  PC  technology,  bringing  new  pourr  and  [ht-  ^ 
3nnance  to  DOS  and  ^indo\v?''[ 
L  runs  many  ^  indows  programs  20 
ercent  faster,  along  with  a  world  o 
2-bit  OS/2  proiirams.  ^ou  can  ever 
lem  aU  at  once,  without  fear  of  fru 
■ating  svstem  "crashes"  Hke  iru, 
Windows. 

OS/2  multimedia  shattero- 
Windows,  too.  It  deliver-  -uperior 
5und  and  run-  ditfital  \ideo 


Take  vour  PC  to  the 
power  of  2.1: 


32-bit  power  and  performance 
lives  up  to  your  32-brt  PC 

T'ES 

(0-  ,  -c-r.  - 

Runs  over  35.000  DOS  .  .  '  :  . . 
and  OS/2  programs. 

YES 

NOT  QUITE 

Comes  with  Adobe  Type  Manager* 
memory  manager,  disk  cache 
program. 

YES 

YEAH. 
RIGHT 

Runs  multimeaia  aigital  video  at 
full  speed  wrthout  additional 
hardware. 

WAY 

NOWAY 

Reliably  runs  more  than  one 
program  at  a  time. 

SURE 

NOT  SO 
SURE 

OS/2  2.1     Windows  3.1 


Gel  more  ban^  f'jr  the  hnx:  \uu  'll  ^i-i  murt-  uui  nj  •tnur  l'(.  h  idi 
OS/2  in  it. 

tuicf  a-  fast,"  No  wondt^r  more  than  .30  leadin;:  PC 
maker-  offer  0.^^/2  prrloadrd. 

Demand  OS/2  preloaded 
on  vour  next  PC. 

So  riiiu  the  Joiit'-*'-  have  -onifthing  nr\N  to 
keep  u[i  uitfi.  lo  find  out  who  -  ottering  0.'^/2  pre- 
loaded. (  all  1  «()()  426-4579. 

Operate  at  a  higher  level™ 

A  / 


5S 


GURUS I 


CORPORATE  AMERICA, 

DR.  FEEIGOOD  WILL  SEE  YOU  NOW 


Stephen  Covey's  precepts  are  drawing  lots  of  executive  disciples 


There's  a  mystical  aura  about  the 
man  on  the  dimly  lit  stage.  He 
speaks  in  a  near-monotone  whis- 
per, as  if  in  a  cavernous  church,  occa- 
sionally venturing  into  the  audience  to 
press  a  point.  The  video  on  two  large 
screens  magnifies  his  every  move. 

Another  TV  evangelist  delivering  a  ser- 
mon to  his  fiock?  Not  here.  On  Nov.  19, 
the  crowd  that  has  filled  New  York's 
Jacob  K.  Javits  Convention  Center  is 
purely  professional — some 
600  managers  and  executives 
from  Citicorp,  Merrill  Lynch, 
and  other  corporate  giants,  a 
smattering  of  entrepreneurs, 
even  some  government  bureau- 
crats. Each  has  paid  $239  for 
six  hours  of  feel-good  inspira- 
tion, analysis,  and  advice. 

For  their  money,  they  get 
Stephen  R.  Covey,  today's 
high  priest  of  self-help.  A 
modern-day  version  of  Nor- 
man Vincent  Peale,  Covey  is 
hot — and  getting  hotter.  His 
Seven  Habits  of  Highly  Ef- 
fective People,  still  on  The 
New  York  Times  best-seller 
list  after  144  weeks,  has  be- 
come a  catechism  of  leader- 
ship, selling  3.5  million 
copies  through  31  printings. 
His  Leadership  Center  in 
Provo,  Utah,  now  employs 
450  (highly  effective)  people, 
an  increase  from  50  less 
than  a  decade  ago.  They 
spread  the  word  through 
various  publications  and 
seminars  that  attract  the 
likes  of  AT&T,  Saturn,  and 
Xerox. 

SWITCHING     SPECS.  The 

"word"  can  be  boiled  down 
to  Covey's  seven  precepts 
for  success.  They  urge  fol- 
lowers to  be  proactive,  es- 
tablish clear-cut  goals,  think 
positively,  and  act  ethically 
(table).  In  truth,  the  Covey 
message  isn't  much  more 
than  recycled  cliches,  trans- 
lated into  business-speak 
and  updated  with  charts,  ta- 
bles, and  illustrations.  The 
61-year-old  Covey  doesn't 
push  it  much  beyond  that. 


His  message,  he  says,  is  "common  sense 
organized." 

However  it  is  defined.  Corporate 
America  seems  to  love  it.  "Covey  is  a 
cross  between  a  psychoanalyst  and  a 
university  professor,"  says  a  Merrill 
Lynch  vice-president  who  attended  the 
New  York  session.  "It's  like  organiza- 
tional group  therapy."  Take  Covey's 
"win-win"  principle:  It  is  little  more  than 
the  old  idea  of  encouraging 
people  to  seek  mutually  bene- 
ficial solutions.  Conoco  Inc. 
says  it  is  Covey's  restate- 
ment of  the  concept  that 
helped  it  develop  a  program 
that  keeps  some  displaced 
employees  on  the  payroll 
X  months  after  their  jobs 
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SELF-HELP  CRIB  SHEET 

Stephen  Covey's  Seven  Habits  of  Highly  Effective  People 

1.  BE  PROACTIVE 

We  are  responsible  for  our  own  lives 

2.  BEGIN  WITH  THE 
EHDIHMIND 

Know  where  you're  going  to  under- 
stand where  you  are  now 

3.  FIRST  THINGS  FIRST 

Organize  and  act  around  priorities 

4.  THINK  "WIH/WIN" 

.  Look  for  mutually  beneficial  solutions 

5.  UNDERSTAND- 
THEN  BE  UNDERSTOOD 

Listen  to  see  how  others  see  things 

6.SYNERGiZE 

Make  a  whole  greater  than  the  sum  of 
its  ports 

,  7.  SHARPER  THE  SAW. 

Take  a  break  to  renew  your  resources 

DATA:  TH£  SEVEN  HABITS  OF  HIGHLY  CFFCCTIVC  PEOPLE 

have  been  eliminated.  In  that  time,  th( 
can  apply  for  open  positions  within  tl 
company.  Conoco  says  the  program  hi 
saved  $12  million  in  reduced  severan 
payments  since  May,  1992. 

Many  of  Covey's  ideas  are  rooted 
religious  teachings — he  is  a  devout  Mc 
mon  with  nine  children.  "I'm  a  gre 
believer  in  studying  the  scriptures  ai 
the  philosophy  of  the  great  thinkers 
Covey  says.  It  shows,  as  he  wande 
from  Albert  Einstein  to  Sigmund  Frei 
in  the  course  of  the  morning  session. 

His  day-long  seminar  is  filled  wi 
jabs  at  some  of  the  narrow-minded  pra 
tices  of  Corporate  America — and  the  a 
dience  eats  it  up.  At  one  point,  he  stro! 
over  to  two  managers  and  switches  th( 
eyeglasses.  One  protests,  claiming  th 
he  can  no  longer  see.  "You're  not  thin 
ing  positively  enough,"  says  Cove 
"This  is  the  company  way.  When  \i 
want  your  opinion,  we'll  give  it  to  you 
ADULATION.  The  line  draws  a  chuck 
from  the  crowd.  "He  walks  the  ta 
more  than  anyone  else,"  says  R.  Micha 
Baron,  quality  systems  manager  at  Ma 
well  House  Coffee  Co.,  who  also  atten 
ed  the  seminar.  "He  lives  it,  and  you  Ci 
see  it."  Nicholas  A.  Sabati 
a  manager  with  the  Feder 
Aviation  Administration,  c 
scribes  himself  as  a  Covi 
disciple.  He  brought  15  ei 
ployees  along  to  the  Ne 
York  meeting.  "Covey 
able  to  identify  and  put 
handle  on  so  many  of  t 
things  I've  thought  ai 
felt,"  he  says. 

What's  all  this  adulati* 
worth  to  Covey  and  his  ce 
ter?  About  $50  million  ann 
ally — thanks  to  sales  of  a 
diotapes,  a  month 
newsletter,  and  the; 
speeches.  Covey  says 
gets  at  least  20  invitatio: 
each  day  to  speak  and  e 
pects  to  make  up  to  110  a 
pearances  next  year. 

Still,  the  Harvard  Univ< 
sity  MBA,  who  taught  org 
nizational  behavior  for 
years  at  Brigham  Youi 
University's  business  scho 
pooh-poohs  the  notion  th 
he  has  become  a  cult  figui 
"I  hope  not,  because  t' 
power  is  not  in  me  at  al 
says  Covey.  "It's  all  in  t 
principles.  I  don't  like  t 
spirit  of  cult,  or  guru, 
having  disciples  at  air 
Guru  or  not,  Covey  kee 
packing  them  in. 

By  Lori  Bongiomo  in  A' 
York 


Templeton  World  Fund 


Buy  value,  not  market  trends 
or  economic  outlook!' 


Individual  stocks  can  rise  in  an  unpredictable  market. 


225.3% 

lO-year 


■Average  Anmial 
Total  Retumsf 
(9/30/93) 


16.9% 

I -year 


That  means  there  may  be  bargains  to  be  had 
given  time.  And  that  philosophy  has  guided 
the  Templeton  World  Fund  to  an  average 
annual  total  return  of  15.9% 
since  its  inception  in  1978.^ 
Of  course,  past  performance 
does  not  guarantee  future  results. 

The  Templeton  World  Fund 
seeks  long-term  capital  growth 
by  investing  in  the  securities  of 
companies  and  governments 
throughout  the  world. 

For  more  information,  call  your 
investment  advisor  or  Templeton  today. 


f Cumulative  total  return  shows  the  percent  change  in  value  of  an  investment  over  the  lO-year  period-  Average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods 
All  calculations  include  the  maximum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gams  at  net  asset  value.  Investment  return  and  principal  value  will  Jluctuate  so  that  your  shares,  when 
redeemed,  may  he  worth  more  or  less  than  their  original  cost.  Prior  to  July  I,  1992,  Jund  shares  were  offered  at  a 
higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares  during  that  period  would  have  been  somewhat 
less  than  noted  above.  There  are  special  risk  considerations  associated  with  foreign  investing. 
Franklin /Templeton  Distributors,  Inc 


in  the  market  at  any 


8.8% 


12.5% 

l()-year 


Call  1-800- 
342-FUND 
Ext.  923  9 

Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

^■j//  would  like  a  free  prospectus 
contatntng  more  complete  tnjormation 
on  the  Templeton  World  Fund, 
including  charges  and  expenses.  I  will 
read  tt  carefully  before  I  invest  or  send 
money. 

CJ  /  am  currently  a  Templeton 
shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 

BWK  93 

9239 

Ibmpleton 

■■-WORLDWIDE 


A  Proud  Member  of  the  $107  Billion  Franklin /Templeton  Group 


ENTREPRENEURS! 


THE  K'MEX  THIMG 
FOR  THE  LEGO  SET 


A  fast-selling  new  entry  rides  tlie  boom  in  construction  toys 


The  toy  business  is  nothing  if  not 
conservative:  In  the  face  of  fickle 
preteen  tastes,  manufacturers  tend 
to  stick  with  the  tried  and  true.  So  toy- 
land  novice  Joel  I.  Glickman  didn't  get 
far  when  he  pitched  his  idea  for  a  novel 
construction  play  set  to  the  big  guys 
three  years  ago.  Hasbro  and  Mattel 
passed  on  the  proposal.  LEGO,  which  de- 
velops all  of  its  own  products,  didn't 
even  give  Glickman  a  hearing. 

Undaunted,  Glickman  shopped  his  con- 
cept directly  to  Toys  'R'  Us,  the  giant 
retailer,  as  well  as  to  dis- 
counters Meijer  and  Target 
Stores.  Sure  enough,  his 
K'NEX  flew  off  the  shelves 
last  autumn  in  tests  in 
Philadelphia  and  Detroit 
stores.  Now,  heading  into 
its  first  Christmas  season, 
K'NEX  is  a  genuine  phe- 
nomenon. Powered  by  a 
$7.5  million  TV  campaign 
(paid  for  with  investments 
from  friends  and  relatives) 
and  bolstered  by  big  ad- 
vance orders  from  distribu- 
tors and  retailers,  Glick- 
man expects  to  sell  all  of 
the  $25  million  worth  of 
K'NEX  that  his  Connector 
Set  Toy  Co.'s  Hatfield  (Pa.) 
factory  can  produce  this 
year.  "The  demand  is 
much  greater  than  any- 
thing we  can  make,"  he 
says.  Pollster  Maureen  Michaels,  who 
has  seen  kids  warm  to  the  toy  in  sur- 
veys, says:  "It  has  the  potential  to  be  a 
real  hit." 

JUMP-START.  This  Christmas  season 
could  use  some  hits.  Kidder,  Peabody  & 
Co.  figures  toy  sales,  including  fast-sell- 
ing video  games,  will  rise  by  a  respect- 
able n%  this  year,  to  $22.5  billion.  But 
that's  down  slightly  from  last  year's 
nearly  157"  surge.  To  make  sure  sales 
chug  along  at  a  steady  pace,  many  toy- 
makers  and  retailers  jump-started  the 
season  with  November  price-cutting  and 
discounting.  Mega-retailer  Toys  'R'  Us 
Inc.  turned  out  a  coupon-laden  insert  for 
the  Nov.  7  editions  of  newspapers  na- 
tionwide. The  brochure  offers  discounts 
on  a  variety  of  toys,  including  K'NEX. 
The  catch:  Coupons  expire  on  Nov.  30. 
By  building  sales  early,  toymakers 


and  retailers  hope  to  avoid  having  to 
count  on  a  last-minute  sales  surge  like 
the  one  that  pulled  their  chestnuts  out 
of  the  fire  last  Christmas.  "We  think  the 
recession  is  ending,  but  we're  not  taking 
any  chances,"  says  Mattel  Inc.  Chief  Ex- 
ecutive John  W.  Amerman. 

As  usual,  a  few  top-selling  toys  have 
emerged  (table),  including  K'NEX.  What 
is  a  K'NEX?  Imagine  something  between 
LEGO  and  Tinker  Toys:  Children  plug  to- 
gether color-coded  rods  and  odd-shaped 
pieces  to  build  everything  from  space- 


with  his  designer's  eye  to  churn  oi 
prototypes. 

Credit  his  success  in  part  to  timin 
Construction  toys  are  hot:  U.  S.  sali 
last  year  reached  $267  million,  up  13  (i' 
according  to  the  Toy  Manufacturers  ^ 
America.  Rivals  know  a  good  thii 
when  they  see  it.  LEGO  is  introducing  ' 
new  products  this  year,  including  Li;( 
TECHNIC  sets  that  familiarize  kids  aged 
to  14  with  gears,  pulleys,  and  beam 
Meccano,  a  French  outfit,  in  1991  rci 
troduced  updated  Erector  Sets  after 
10-year  absence  from  the  U.  S.  markoi 
RAVES.  K'NEX  has  several  advantagt 
First,  both  kids  and  parents  seem  cap 
vated.  "It's  easier  to  build  with  thej 
than  Tinker  Toys  or  LEGO,  and  wht 
you're  done,  it  really  operates,"  sa; 
Viola  Moriarty  of  Broomfield,  CoK 
whose  eight-  and  six-year-old  daughte 
will  share  a  $60  K'NEX.  A  poll  of  S, 
kids  by  FamilyFu?i  magazine  nann 


WHAT  ELSE  IS  HOT 
FOR  CHRISTMAS 

TALKING  BARNEY  HASBRO  Achat 
ty  version  of  the  purple  dinosaur 
MIGHTY  MORPHIN  POWER 
RANGERS  BANDAI  Action  figures 
from  the  TV  show:  Teen  heroes 
comrriune  with  dinosaur  spirits  and 
fight  aliens 

MORTAL  KOMBAT  ACCLAIM 

ENTERTAINMENT  A  violent,  highly 
realistic  video  game 
BARBIE  MAHEL  A$123,  three- 
foot-tall  My  Size  Barbie  with  outfits 
that  can  be  shared  by  little  girls 
TALKING  ALPHABET  ALPHIE 
HASBRO  A  laptop-like  toy  that 
teaches  spelling  and  diction 

DATA:  BUSINESS  WEEK 


ships  to  Ferris  wheels.  In  some  surveys 
of  kids'  preferences,  K'NEX  has  beaten 
lego's  popular  sets.  Parefiting  maga- 
zine calls  it  one  of  the  season's  best. 
Contributing  Editor  Christine  Olson  says 
K'NEX  "is  kind  of  a  breakthrough.  There 
aren't  too  many  difficult  parts  but 
enough  that  you  can  put  them  together 
in  a  zillion  different  configurations." 

Glickman,  52,  isn't  your  typical  toy- 
maker.  His  family  business,  Rodon 
Group,  sells  injection-molded  plastic 
products,  such  as  eyeglass  cases  and  the 
plastic  doodads  that  keep  home-delivery 
pizza  boxes  from  collapsing.  That  stuff 
produces  $40  million  in  annual  revenues 
for  Rodon.  A  former  art  student,  Glick- 
man got  the  idea  for  K'NEX  while  bend- 
ing plastic  straws  at  a  wedding.  He 
teamed  his  plastics  expertise  and  Ro- 
don's  state-of-the-art  molding  machinery 


K'NEX  best  of  class  among  building  sc 
Experts  praise  the  new  sets  for  de\ 
oping  creativity:  "A  wonderful  to\ 
says  toy  consultant  and  reviewer  Ru 
B.  Roufberg.  Glickman  has  been  hitiii 
the  educational  theme  hard,  bringing 
2,000-square-foot  traveling  exhibit 
K'NEX  to  science  and  children's  museur 
in  13  cities  this  year. 

The  glowing  reviews  haven't  hurt 
especially  those  from  Toys  'R'  Us.  Aft 
Chairman  Charles  Lazarus  praisj- 
K'NEX  at  last  February's  Toy  Fair,  (^ 
ders  from  Kmart  and  other  retaik 
kicked  in.  In  the  toy  industry,  only  <j 
thing  counts  more:  a  bunch  of  ki, 
shouting  "I  really  want  it"  as  th' 
dream  up  their  holiday  wish  lists. 

By  Joseph  Weber  in  Philadelphia,  u 
Eric  Schine  in  Los  Angeles  and  Sandra 
Atchison  in  Denver 
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HAT  BAP  NEWS? 

it  the  Teflon  stock.  Litton 
istries  shores  hove  soared 
i  this  year,  in  the  face  of 
ongoing  grand  jury  inves- 
ions  for  possible  fraud. 
V  comes  the  Nov.  22  news 
the  company  faces  a  new 
)e  of  alleged  misdealings. 
1  confirmed  that  the  Pento- 
is  investigating  whether  it 
d  for  repairs  of  novigotion- 
:|uipment  that  were  never 
3.  The  new  charges  may 
ie  Litton's  plans  to  spin  off 
l-field  services  and  indus- 
automation  units,  which 
;  propelled  the  stock. 
i's  stock  dropped  $2.75, 
S7  a  share,  on  word  of 
)robe.  But  it  remains  near 
1-month  high. 

lATA;  BRIDGE  INFORMATION  SYSTEMS  INC. 


\  IN  lOR  LABOR 

RllSX 


e  other  shoe  dropped  at 
SX.  Its  U.S.  Steel  unit 
in  on  Nov.  22  to  union 
.nds  for  job  security  and 
1  in  how  the  company  is 
Sources  involved  in  the 
say  the  biggest  conces- 
is  a  labor  seat  on  the 
i.  USX  refused  to  grant 
iirector's  seat  in  contract 
tiations  early  this  year, 
a,lks  broke  down  around 
ssue  in  March.  But  In- 
: Steel,  then  the  other  ma- 
ceelmakers,  agreed  to  the 
i^'  I's  demands  in  exchange 
Eo|  ix-year  contracts  and  pro- 
li;  vity  gains.  USX  "had  no 
cl;  e  after  the  other  compa- 
nif  went  along,"  says  a  par- 
ti' ,nt  in  the  talks.' 


SUN  SHINES 
ON  NeXT 


Steve  Jobs  pulled  another 
rabbit  out  of  his  hat.  Ri- 
val Sun  Microsystems  an- 
nounced on  Nov.  23  that  it 
will  invest  $10  million  in 
XcXT,  which  has  run  through 
most  of  the  $200  million  in- 
vested by  Jobs,  Canon,  IBM, 
and  Ross  Perot.  NeXT  won't 
say  who's  selling  stock  to 
Sun,  or  how  much  equity  that 
company  will  receive.  Sun  will 
get  access  to  some  of  NeXT's 
"object-oriented"  software  to 
use  in  its  own  operating  sys- 
tem. That  could  give  Sun  as 
much  as  a  year's  head  start 
over  competitors  on  next-gen- 
eration software. 


GM  AND  THE  UAW: 
WAR,  PEACE,  WAR . . . 


Labor  peace  at  General  Mo- 
tors can  be  extremely 
short-lived.  No  sooner  had  the 
company  signed  a  new  con- 
tract with  the  United  Auto 
Workers  union  on  Oct.  22 
than  UAW  Vice-President  Ste- 
phen Yokich  blasted  the  com- 
pany for  violating  the  deal.  It 
seems  managers  in  locations 
such  as  Sandusky,  Ohio,  are 
threatening  to  sell  plants  if 
union  leaders  there  don't 
agree  to  changes  in  local  con- 
tracts. Those  threats  contra- 
dict promises  in  the  national 
pact  not  to  sell  certain  |)lants. 


SANDY  SIGOLOFF,  CALIFORNIA'S  SCHOOLMARM 


Financier  Sanford  C.  Sigo- 
loff  has  a  decidedly  mixed 
record.  He  has  resurrected 
such  troubled  companies  as 
Daylin,  Wickes,  and  Republic, 
but  failed  to  save  others,  such 
as  retailers  B.  Altman 
and  Bonwit  Teller. 
Soon,  Sigoloff 
may  be  facing 
his  biggest 
turnaround 
challenge  yet: 
streamlining 
California's  $27 
billion  education 
bureaucracy. 

Governor  Pete  Wil 
son  nominated  Sigoloff,  63,  as 
the  state's  superintendent  of 
public  instruction — making 
him  the  latest  in  a  string  of 
business  executives  recruited 
by  beleaguered  school  sys- 
tems. Questions  remain  about 
whether  he  will  be  confirmed 


when  the  legislature  recon- 
venes in  January.  If  he  wins 
the  job,  Sigoloff  has  vowed 
not  to  run  for  reelection  in 
next  summer's  primary.  That 
gives  him  11  months  in  office. 
Nevertheless,  Califor- 
nia's business  Es- 
tablishment is 
nearly  united  in 
its  support  for 
Sigoloff,  who 
promises  to 
make  a  differ- 
ence. "Sure,  I 
come  in  as  a  lame 
duck  with  not  a  lot 
of  time,"  he  says.  "But 
I  did  my  due  diligence.  In  a 
troubled  business,  you  don't 
have  a  lot  of  time  to  under- 
stand the  parameters,  priori- 
tize them,  and  set  up  a  master 
calendar  of  events  to  accom- 
plish." 

By  Larry  Armstrong 


Yokich  says  he  will  call 
strikes  in  January  if  midlevel 
managers  don't  back  off. 


SCULLEY  AND  APPLE: 
NO  HARD  FEELINGS 


John  Sculley  already  makes 
$1  million  a  year  and  holds 
millions  more  in  stock  war- 
rants at  Spectrum  Informa- 
tion. But  Apple,  his  old  em- 
plover,     granted     him  a 


PHOTO  FINISH 


MOSCOW  MCDONALD'S:  THE  CHAIN  SAID  ON  NOV.  22  THAT  IT  WILL  ADD 
900  TO  1,200  OUTLETS  A  YEAR  WORLDWIDE  FOR  "SEVERAL  YEARS" 


"separation  agreement"  val- 
ued at  more  than  $4  million, 
says  a  preliminary  proxy 
statement.  Apple  paid  Sculley 
a  year's  salary  of  $1  million 
and  will  award  an  additional 
$750,000  in  "consultant's 
fees."  He  can  exercise  stock 
options  worth  $2.4  million.  Ap- 
ple will  pay  "fair  market  val- 
ue" for  ScuUey's  Woodside 
(Calif.)  property,  including  a 
house  listed  for  $3.9.5  million. 
Why  is  Apple  so  generous 
with  profits  so  precarious? 
Says  an  Apple  spokeswoman: 
"We  think  it  was  the  appro- 
l)riate  thing  to  do." 


ET  CETERA  . . . 

►  KL.\I  and  three  other  Euro- 
pean airlines  dropped  plans  to 
merge  into  a  single  carrier. 

►  .^T&T  fired  ad  agency  Ayer, 
awarding  its  long-distance  ac- 
count to  P'Cb/ Leber. 

►  Grumman  agreed  to  pay 
$20  million  to  avert  criminal 
fraud  charges. 

►  Apple  will  offer  wares  from 
L.  L.  Bean  and  Tiffany's  on 
CD-ROM  discs. 
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POSITIVE 


PROOF 


WE'VE  REDEFINED 
RESPONSIVENESS: 
NOW  WE'LL  GO 
BACK  IN  TIME  TO 
SAVE  YOU  MONEY. 


At  MCI,  we've  always  taken  pride  in  responding  to 
our  customers'  needs.  Now  with  Proof  Positive," 
we've  taken  that  responsiveness  to  a  new  level. 
Proof  Positive  will  guarantee  that  your  company  is 
always  on  the  best  plan.*  Every  90  days  we  will  moni- 
tor your  usage.  If  we  discover  you  have  not  received 
our  best  rates,  we  will  credit  the  difference  to  your 
account.**  Automatically.  What's  more,  every  90  days 
we'll  analyze  your  actual  call  detail  and  suggest  new 
services  and  features  that  can  be  customized  to 
your  changing  needs.  Of  course.  Proof  Positive  will 
be  available  at  no  charge  to  you.  Going  back  in  time 
to  save  you  money.  Just  one  more  way  MCI  is  changing  the  future  of 
telecommunications. 


"Every  ninety  days  we'll 
give  you,  in  writing,  an 
account  review  showing 
your  savings  over  AT&T's 
most  widely  used  plan 
for  a  business  your  size." 

— Karyn  Armstrong 
MCI  Sales  Representative 


1-800-888-8800 


•For  MCI  Vision'  and  MCI  Preletred'  cuslomers  spending  $5  to  $50,000  a  month  on  longdistance.  Terms  and  condilions  apply  *  'Credits  based  on  other  MCI  business  catling  plans  wilh  similar 
access  type,  term  and  revenue  commitments,  which  are  pticed  excluding  promotional  ctedits,  subject  to  the  terms  and  conditions  in  the  MCI  Tariff  FC  C  No  1  as  amended. 

©  MCI  Telecommunications  Corporation,  1993. 
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AMPAIGN-FINANCE  REFORM? 
IH,  SOMEDAY— MAYBE 


i  1^  ampaign-finance  reform  is  a  rock  that  Congress  rolls 
up  Capitol  Hill  every  year,  confident  that  it  will  never 

1 1^  quite  make  it  to  the  top.  In  1992,  House  and  Senate 
mocrats  cobbled  together  a  measure  that  no  one  liked 
■y  much,  and  members  were  anything  but  crushed  when 
orge  Bush  vetoed  it.  This  year,  the  House  and  Senate 

j  le  passed  very  different  versions  of  "reform,"  and  the  pros- 

I  ;ts  are  not  good  that  meaningful  legislation  will  emerge 
tn  a  conference. 

lust  before  quitting  for  the  year  on  Nov.  22,  House  Demo- 
ts,  on  a  party-line  vote,  rammed  through  a  proposal  that 
)t  much  of  the  current  campaign  law  intact.  The  House  did 
,  a  $600,000  ceiling  on  campaign  fund-raising,  with  total  po- 
;al  action  committee  donations  and  large  contributions  each 
ited  to  $200,000.  But  PACs  would  still  be  allowed  to  give 
ididates  $5,000  per  campaign,  certain  gi^oups  would  be  al- 
'ed  to  circumvent  limits  by  "bundling"  contributions,  and 
te  parties  could  still  raise  "soft  money."  And  while  the 
use  would  create  a  new  public-finance  mechanism,  it  didn't 
her  to  find  a  way  to  pay  for  it. 

Republicans  deride  the  measure  as  an  incumbent-protection 
.  But  Democratic  leaders  say  it's  all  the  reform  they  could 

their  followers  to  swallow.  "It's  a  gesture  in  stages,"  ex- 
ins  Speaker  Thomas  S.  Foley  (D-Wash.).  "If  we  wanted  not 
io  campaign  reform,  we  would  not  do  it." 
.EVEl  FIELD.  The  Senate  passed  its  own,  much  stronger 
sion  of  reform  months  ago.  It  will  likely  be  months  before 
ious  negotiations  begin,  and  reformers  say  only  President 
iton  can  force  Congress  to  craft  a  package  that  would 
h  reduce  special-interest  influence  and  level  the  field  for 
llengers.  "All  the  pieces  are  there,  but  the  Pi-esident  has  to 

down  his  own  markers  and  be  involved  in  it,"  says  Com- 
n  Cause  President  Fred  Wertheimer. 
3ut  while  Clinton  favors  serious  change,  his  agenda  is 
wded  with  a  health-care  overhaul,  welfare  reform,  and 
er  economic-security  measures.  He  lacks  the  time  and  po- 
;al  capital  for  a  major  fight  over  campaign  finance, 
n  the  end,  lawmakers  aren't  ready  to  let  go  of  a  system 


that  has  kept  them  in  office.  Real  change  will  come  only 
when  Congress  feels  more  threatened  by  voter  outrage  than 
by  the  prospect  of  cutting  off  the  flow  of  special-interest 
money. 

By  Richard  S.  Dunham 


TAKING  THE  FIRE 

OUT  OF  'CONFIRMATION  HELL' 


For  months,  Wliite  House  Chief  of  Staff  Thomas  F.  "Mack" 
McLarty  HI  has  been  dismayed  by  the  Washington  haz- 
ing ritual  called  "confirmation  hell."  The  pattern  is  famil- 
iar: A  nominee  is  gliding  toward  Senate  approval  when  an  al- 
legation from  the  past  derails  the  appointment. 

McLarty  may  create  a  bipartisan  study  group  to  explore 
changes  in  the  confirmation  process,  including  reining  in  leak- 
prone  congressional  staffers'  requests  for  extraneous  person- 
al and  financial  information.  To  head  the  study,  McLarty 
would  like  a  pair  of  greybeards,  such  as  Reagan  White  House 
staff  chief  Howard  H.  Baker  Jr.  and  former  Democratic  Party 
Chairman  Robert  S.  Strauss.  But  how  much  credibility  do 
two  political  good  old  boys  have  at  a  time  when  voters  rou- 
tinely reject  officials'  claims  of  virtue? 

Besides,  the  ugliest  confirmation  fights  are  about  politics, 
not  nominees'  peccadilloes.  For  example,  the  nomination  of  for- 
mer National  Security  Council  aide  Morton  H.  Halperin  to  a 
Pentagon  position  was  killed  for  this  year  by  conservatives 
who  were  settling  a  score  over  his  opposition  to  the  Vietnam 
war. 

While  McLarty's  goal  of  easing  partisan  warfare  is  laudable, 
he  might  take  a  look  at  his  own  staff.  He  has  just  promoted 
Ricki  L.  Seidman,  a  former  aide  to  Senator  Edward  M. 
Kennedy  (D-Mass.).  She  played  a  key  role  in  the  ugly  battles 
over  the  Supreme  Court  nominations  of  Robert  Bork  and 
Clarence  Thomas. 

By  Lee  Walczak 


PITALWRAPUPI 


IE  BUDGET 


t  took  an  all-out  effort  by  the  White 
House,  Democratic  leaders,  and  liber- 
groups  to  kill  a  bipartisan  deficit- 
duction  package  by  six  votes  in  the 
ouse  on  Nov.  22.  And  the  message  of 
e  vote,  on  which  57  Democrats  broke 
ith  their  leadership,  is  that  the  day  of 
lal  spending  cuts  may  be  drawing 
sar. 

The  most  worrisome  development 
r  the  Democratic  Establishment  is 
e  behavior  of  newer  members.  Forty 

the  Democrats  who  voted  for  the 
easure  sponsored  by  Representatives 
mothy  J.  Penny  (D-Minn.)  and  John 

Kasich  (R-Ohio)  have  come  to  Con- 


gress since  1988.  "The  new  generation 
has  sent  a  message,"  says  Penny.  Fu- 
ture battles  could  include  votes  on  a 
balanced-budget  constitutional  amend- 
ment and  the  line-item  veto.  Next  time 
around,  all  the  arm-twisting  in  the 
world  might  not  be  enough  to  stop  the 
deficit-busters. 

SPACE  

On  Nov.  22,  the  embattled  space 
station  survived  one  more  con- 
gressional attempt  on  its  life,  but  the 
$25  billion  project's  future  is  getting 
shakier.  NASA's  plan  to  redesign  the 
station  as  a  joint  U.  S.-Russian  effort  is 
part  of  the  problem.  Some  lawmakers 
fi'et  that  sharing  the  project  with  Mos- 


cow means  it  will  produce  fewer  Amer- 
ican jobs  than  promised.  What's  more, 
the  changing  designs  and  even  names 
for  the  station  are  frustrating  aero- 
space companies.  "It's  hard  to  muster 
the  support  for  the  station  when  they 
can't  even  get  the  name  straight," 
grumbles  one  executive.  Publicly,  in- 
dustry support  remains  strong,  but 
some  executives  wonder  if  it  might  be 
time  to  cut  their  losses.  NASA  is  to 
come  up  with  detailed  plans  for  the 
new  U.  S.-Russian  version  early  next 
year,  and  if  it  doesn't  deliver  on  the 
promise  of  work  for  a  lot  of  aerospace 
contractors— and  jobs  in  a  lot  of  con- 
gressional districts— the  station  may 
crash  to  earth. 
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MEXICO  I 


FREE  TRADE  ISN'T 
COMING  CHEAP 


Mexico  has  to  take  some  painful  lessons  in  productivity 


Carlos  Salinas  de  Gortari  beamed  in 
satisfaction  as  he  handed  out 
awards  to  Mexico's  best  exporters 
at  a  Puerto  Vallarta  trade  convention. 
Just  48  hours  earlier,  the  U.  S.  House  of 
Representatives  had  approved  the  North 
American  Free  Trade  Agreement,  and 
the  crowd  gave  the  Mexican  President  a 
standing  ovation.  But  even  in  his  mo- 
ment of  victory,  Salinas  issued 
a  warning:  "For  the  first  time 
ever,  Mexico  has  a  deadline  for 
becoming  more  efficient. 
There's  no  more  mahana." 

It's  the  crowning  paradox  in 
the  career  of  the  Harvard- 
trained  Salinas,  who  has  turned 
Mexico's  closed,  inflation- 
plagued  economy  into  a  global 
challenger.  The  phaseout  of 
North  American  tariffs  will 
draw  in  billions  in  investment, 
and  the  treaty's  passage  pro- 
vides a  tremendous  boost  to 
Mexican  self-esteem.  But 
x.'VFTA  also  opens  Mexico's 
most  inefficient  industries  to 
world-class  U.  S.  competition. 
That  is  sure  to  flatten  some 
Mexican  companies  as  both 
economies  adjust  to  the  reality 
of  integration.  And  Mexico  will 
start  feeling  its  first  NAFTA 
shocks  just  as  Salinas  prepares 
to  name  his  political  heir  in  the 
ruling  Institutional  Revolution- 
ary Party  (PRI)  for  presidential 
elections  next  August. 
STRAPPED.  In  a  BUSINESS  WEEK  inter- 
view, Salinas  admits  that  adjusting  to 
NAFTA  will  be  tough.  He  will  undoubted- 
ly endure  intense  pressure  to  cushion 
the  blows  by  easing  fiscal  and  monetary 
policy.  Potential  casualties  of  free  trade 
include  many  Mexican  manufacturers. 
True,  big  conglomerates  such  as  Grupo 
Industrial  Alfa  and  DESC  have  invested 
millions  ti  train  workers  and  harness 
new  technology  in  subsidiaries  ranging 
from  auto  parts  to  steel.  Yet  many  Mexi- 
can companies  have  done  little  so  far  to 
boost  productivity. 
These  competitive  shortcomings  may 


surprise  the  many  U.  S.  voters  and  politi- 
cians concerned  with  nafta's  effects  on 
the  U.  S.  job  market.  But  Mexican  manu- 
facturers are  acutely  aware  of  the  chal- 
lenge. Take  CYTESA,  a  Mexico  City-based 
maker  of  such  items  as  woven  straps  for 
bags  and  suitcases.  Some  of  its  looms 
are  25  years  old.  Recently,  big  Mexican 
customers  such  as  Samsonite  have  been 


Avila,  meanwhile,  says  he  must  invest 
new  technology  but  can't  afford  to  b( 
row  now  at  commercial  bank  rates 
25%.  "We'll  see  good  results  in  the  lo: 
term,  but  only  if  we  manage  to  survi 
in  the  short  term,"  he  says. 

It's  not  just  manufacturers  who  are 
risk.  On  Jan.  1,  when  NAFTA  takes 
feet,  U.  S.  and  Canadian  banks  can  j 
up  subsidiaries  in  Mexico  to  comp( 
with  Mexico's  technologically  backwai 
service-poor  banks,  and  a  major  round 
layoffs  is  likely.  While  the  foreign  ban 
are  not  expected  to  compete  in  ret 
banking  at  first,  they  will  shake  up  M( 
ico's  cozy  club  of  bankers,  forcing  th( 
to  reduce  loan  rates  and  offer  bett 
service  to  corporate  clients. 
BETTER  WAGES?  Retailing  also  faces 
shakeout.  Huge  Mexican  chains  such 
Cifra  and  El  Puerto  de  Liverpool,  whi 
have  formed  joint  ventures  with  W 
Mart  and  Kmart,  will  benefit  from  tf 


rejecting  up  to  7  shipments  oul 
of  20  and  demanding  higher 
quality  to  match  imported 
straps.  In  a  meeting  room  be- 
hind the  factory,  union  official 
Jose  Ezequiel  Garcia  Vargas 
warns  workers  that  if  they 
don't  agree  to  the  company's  plan  to 
improve  quality  and  productivity,  the 
factory  may  close.  "Until  recently,  peo- 
ple would  buy  our  product  even  if  it  had 
defects,  because  with  a  closed  market 
they  had  no  choice,"  Garcia  Vargas  told 
the  workers.  "But  with  NAFTA,  you  guys 
will  have  to  hustle." 
Company  Director  Edgar  del  Castillo 


BINDING 
CONTRACTS? 
WORKERS  AT 
STRAPMAKER 
CYTESA  NOW 
HAVE  TO 
UPGRADE  THEIR 
SKILLS 


growing  buying  power  of  t  ■ 
Mexican  middle  class.  But  th< 
sands  of  mom-and-pop  st(ii- 
will  be  unable  to  compete  v\  i 
the  attractively  priced  imixn 
the  big  players  are  featuring 
For  workers  whose  jobs  si 
vive  the  crunch,  the  promise  of  betf 
wages  is  real  under  NAI-TA.  Economic 
had  predicted  that  without  the  treai 
Mexico  would  slow  down  to  nearly  y.i 
growth  in  1994.  But  with  NAFTA,  th 
predict  up  to  3%  growth  in  1994,  as 
flood  of  foreign  and  domestic  inve 
ment  offsets  the  turmoil  of  restructi 
ing.  That  will  let  the  government's  pi 
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ow  real  wa^^e  hikes  of  up  to  5'a  in  the 
•m  of  productivity-linked  bonuses. 
\s  wages  rise,  however,  Mexican  com- 
nies  will  have  to  work  even  harder.  A 
'.ent  survey  by  consultants  Arthur  D. 
tie  Inc.  of  15  U.  S.-owned  maqiiila- 
ra  operations  showed  that  average 
aries  rose  from  $1.58  an  hour  in  June, 
)1,  to  $2.80  at  the  end  of  1992.  Roberto 
Batres,  president  of  Little's  Mexican 

•  )up,  sees  industrial  wages  growing  to 
or  $4.50  an  hour  within  five  years.  At 

:  it  point,  he  says,  companies  that  have 
;  invested  in  new  technology  and 
rker  training  will  no  longer  be  com- 
itive  with  U.  S.  rivals  that  pay  higher 
ges  but  produce  more  efficiently. 

I  Vhile  companies  must  take  the  great- 
initiative,  Batres  faults  the  govern- 

[.  nt  for  not  investing  more  in  basic 
ication  and  training.  "The  govern- 

1  nt's  efforts  are  very  modest  so  far," 
says.  Many  company  managers  and 
on  officials  agree.  "All  we've  seen 
big  promises  of  massive  training 
'grams,  but  little  implementation," 


ilLES 

IICULTURE 


Most  small  textile  makers 
lack  needed  technology 
Inefficient  Mexi- 
can farmers  are  no 
OF  large  U.S.  and  Canadian  rivals 
Banks  face  an  onslaught 
from  U.S.  firms  seeking 
ite  accounts 
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s  Berta  Lujan,  a  union  leader  from 
Frente  Autentico  del  Trabajo. 
alinas,  a  believer  in  the  power  of  free 
■kets,  has  nevertheless  been  more  ac- 
■'t  of  late,  cutting  interest  rates 
r,u:ed  by  government-backed  credit 
jns  and  helping  small  businesses  ob- 
I  seed  capital.  With  the  treaty  passed 
Congress,  he  will  need  all  his  political 
I'inancial  capital  to  prepare  Mexico 
its  close  embrace  with  the  U.  S.  and 
lada.  Salinas  passionately  wanted 
■TA.  Now  that  he  has  it,  he  and  his 
nlry  must  learn  to  live  with  all  its 
IS  and  benefits. 

By  Geri  Smith  in  Mexico  City 


A  TALK  WITH  SALINAS:  'THERE'S  NO  MORE 
SAYING  AMM4ilM' 


Mexican  President  Carlos  Salinas  de 
Gortari  spoke  with  BUSINESS  week's 
Mexico  City  bureau  chief  Geri  Smith 
aboard  his  presidential  plane  on 
Nov.  19.  He  discussed  the  North 
American  Free  Trade  Agreement  and 
the  sensitive  political  transition  now 
at  hand: 

Q:  What  does  NAFTA  mean  for  Mexi- 
can business? 


A:  It  means  that  we 
Mexicans,  for  the 
very  first  time,  have 
a  deadline  for  be- 
coming efficient. 
The  maximum  is  15 
years,  but  there  are 
several  sectors  that 
will  have  to  undergo 
a  great  microeco- 
nomic  revolution  be- 
fore they  can  com- 
pete in  an  open  mar- 
et.  There  is  no  more 
saying  mahana. 


"FOR  THE  FIRST  TIME,  WE  HAVE  A 
DEADLINE  FOR  BECOMING  EFFICIENT 


Q:  But  managers  of 
small  and  midsize 
businesses  say  the  government  is  not 
doing  enough  to  help  them. 

A:  My  government  has  introduced  a 
program  called  "Impulse"  that  has  aid- 
ed 250,000  small  and  medium-size  com- 
panies. Next  year's  goal  is  500,000.  We 
help  them  with  technical  assistance,  we 
help  them  join  together  in  associations, 
and  we  offer  risk  capital. 

Now,  public  and  private  banks  also 
have  agreed  to  reduce  lending  rates  by 
two  points.  So  now  that  we  have  much 
lower  inflation  and  interest  rates  below 
20%,  the  small  businessmen  must  be 
very  happy. 

Q:  Some  analysts  call  your  program 
economic  Darxvinism.  Are  more  Mexi- 
can companies  going  to  fail? 

A:  I  am  confident  that  by  training 
workers  to  increase  productivity,  and 
by  changing  the  mentality  of  business- 
men, the  companies  can  prepare  them- 
selves. It  is  true  that  it  will  be  tough. 
But  it's  the  only  way  to  do  it.  If  we  are 
capable  of  competing  with  the  imports 
already  in  our  market,  that  means  we 
can  penetrate  foreign  markets  as  ex- 
porters. And  that's  the  only  way  that 
Mexico  will  grow  more  than  3%  to  4%  a 
year. 


Q:  What  do  you  think  of  the  work 
President  Clinton  did  to  pass  the 
treaty? 

A:  It  was  exceptional  work  politically, 
of  great  decision  and  determination. 

Q:  Will  NAFTA  stein  the  flow  of  Mexi- 
can immigrants  to  the  U.S.? 

A:  We  needed  the 
treaty  so  that  we  no 
longer  export  peo- 
ple but  rather  ex- 
port products.  Now, 
Mexico  will  grow 
more,  will  create 
more  jobs,  and  few- 
er Mexicans  will  mi- 
grate to  the  U.  S. 

Q:  What  did  you 
think  of  the  Gore- 
Perot  debate? 

A:  Look,  it  was  a  de- 
bate by  Americans 
for  the  United 
States.  I  disagree 
with  many  things 
that  were  said.  What  I  can  say  is  that 
much  of  the  debate  carried  on  by 
NAFTA  opponents  shows  great  igno- 
rance about  Mexico.  I  hope  that  with 
the  treaty,  we'll  get  to  know  each  oth- 
er better.  In  addition  to  [job]  retraining 
in  the  U.  S.,  they  also  need  some  reedu- 
cation about  Mexico. 

Q:  Gore  .said  Mexico's  democracy  is 
imperfect.  Is  that  right? 

A:  I  don't  think  there's  a  perfect  de- 
mocracy anywhere  in  the  world.  I  think 
each  country  has  the  responsibility  of 
building  its  own  democratic  system. 
We  here  in  Mexico  have  a  commitment 
to  do  that. 


Q:  Who  will  be  the  candidate  to 
place  you  as  President? 


re- 


A:  I'm  also  very  interested  in  finding 
out. 

Q:  Do  you  think  the  PRI  will  openly 
choose  a  new  candidate  in  a  nomi- 
nating convention  in  the  year  2000, 
as  other  Mexican  parties  do? 

A:  We'll  see  what  they  decide  at  that 
point.  I  will  be  a  simple  citizen  by 
then. 
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Commentary/by  Larry  Holyoke 

WHY  JAPAN'S  BUREAUCRATS  WON'T  BAIL  OUT  THE  NIKKEI 


Japanese  Prime  Minister  Morihiro 
Hosokawa,  decked  out  in  a  cash- 
mere sweater  and  scarf,  looked 
natty  enough  in  Seattle  as  he  joined 
President  Bill  Clinton  and  Asian  heads 
of  state  for  a  weekend  of  conversation 
about  economic  cooperation.  But  Japa- 
nese investors  didn't  like  what  they 
saw.  With  Hosokawa  making  no  firm 
promise  to  revive  the  ailing  Japanese 
economy,  the  Nikkei  stock  average 
dived  3.17"  when  bourses 
opened  on  Monday. 

Still,  it  wasn't  ju.st  Ho- 
sokawa's  waffling  that 
sent  the  market  into 
free-fall  (chart).  Al- 
though many  investors 
hope  the  Finance  Minis- 
try will  ride  to  their  res- 
cue once  again,  the  pow- 
erful bureaucrats  have 
steadfastly  refused  to 
block  the  Nikkei's  dive 
as  they  did  with  their 
"price-keeping  opera- 
tion" last  summer.  Even 
though  the  Nikkei  has 
dropped  137<  since  Oct. 
26,  Japan's  economic 
regulators  seem  deter- 
mined this  time  around 
not  to  let  investors  and 
corporations  forget  the 
frequently  repeated  message  that  the 
easy-money  days  of  the  1980s  are  long 
past.  So  the  regulators  now  seem  pre- 
pared to  sit  tight,  perhaps  until  the 
fiscal  year  ends  next  March,  even  if 
such  inaction  means  putting  the  econo- 
my on  its  knees. 

PROFIT  SQUEEZE.  That  risk  is  large,  and 
it  is  growing  daily.  On  Nov.  22,  the 
government  disclosed  that  its  index  of 
leading  economic  indicators  fell  to  36.4 
in  September  from  50  in  August. 
Household  spending  for  the  month, 
meanwhile,  was  off  1.1%  from  a  year 
ago,  its  fifth  straight  decline.  And 
many  think  corporate  profits  will  be 
down  107f  or  more  by  the  end  of  the 
fiscal  year. 

The  squeeze  on  profits  could  even 
prompt  big  corporations  to  start  mak- 
ing genuine  layoffs,  marking  the  first 
big  crack  in  their  venerable  lifetime- 
employment  system.  Some  bureaucrats 
think  the  stock  market's  drop  is  just 
the  shock  Japan  needs  to  bring  serious 
cost  cuts  about.  "The  faster  the  drop. 


the  better,"  says  Ryozo  Hayashi,  direc- 
tor of  the  Ministry  of  International 
Trade  &  Industry's  General  Affairs 
Div.,  his  hand  swooping  down  as  he 
traces  a  diving  Nikkei. 

Finance  Ministry  officials  are  taking 
a  similar  line.  They  argue  that  Japa- 
nese banks  must  move  swiftly  to  clear 
their  books  of  perhaps  $400  billion  in 
bad  loans,  even  if  that  results  in  a 
seriously  weakening  stock  market.  In 


OSAKA  TRADERS:  THE  MARKET'S  DROP  COULD  PROMPT  BUSINESS  CUTBACKS 


fact,  sometime  around  August,  the 
ministry  quietly  lifted  its  earlier 
unofficial  "guidance"  suggesting  that 
bankers  refrain  from  massive  stock 
sales  to  cover  losses  incurred  from 
write-offs  and  additions  to  bad-debt 
reserves. 

The  banks  appear  to  have  acted 
quickly  on  this  policy  shift:  The  re- 
spected daily  Nihon  Keizai  Shimbun 
estimates  that  banks  took  some  $5.6 
billion  in  profits  when  the  market  was 
stronger  a  few  weeks  ago  by  selling 
stocks.  Although  the 
banks  typically 
bought  the  shares 
back  to  retain  long- 
term  business  ties,  the 
profits  they  booked 
from  the  sales  will 
help  them  maintain 
their  dividends  even 
as  they  take  a  $13  bil- 
lion earnings  hit  in  or- 
der to  cover  bad  loans. 

The  ministry's  poli- 
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cy  shift  was  born  of  necessity.  Alio 
Ogawa,  financial  analyst  at  Saloml 
Brothers  Asia  Ltd.,  thinks  that  finanl 
bureaucrats  had  wanted  to  keep  han| 
more  or  less  in  line  with  each  other, 
that  each  would  deal  with  about  tl 
same  amount  of  bad  debts  each  ye^ 
But  then,  she  says,  the  bureaucra 
started  to  realize  that  the  true  magj 
tude  of  the  problem  loans  at  soij 
banks  was  much  larger  than  they 

pected.  Worried  that  t| 
lending  mess  could 
up  the  banks — and  ler 
ing — for  years,  the  of 
cials  began  telling  tl 
bankers,  in  effect,  to 
whatever  it  took  to  ele| 
their  books  within 
or  three  years.  That 
parently   started  tl 
banks  racing  to  s4 
their  stocks. 
A  RESCUE?  Despite  tl 
tougher    new  stani 
from  MITI  and  FinancI 
the  betting  in  Tokyo 
that  the  bureaucrats  al 
not  totally  out  of 
game.  At  its  Nov. 
close  of  17,384,  the  Nl 
kei  is  still  well  aboi 
last  August's  low 
14,309.  And  in  any  cad 
it's  the  Nikkei's  level  next  Mar.  30  thl 
really   matters.  That's  when  ban| 
have  to  revalue  their  stock-mark 
portfolios  as  they  close  their  books  f| 
the  fiscal  year. 

If  things  are  still  looking  gloomy 
then,  the  Finance  Ministry  may 
change  its  tune  and  mount  another  rd 
cue  operation.  But  don't  expect  mui 
action  now.  The  keepers  of  Japanej 
economic  policy  are  clearly  more 
ing  to  let  market  forces  inflict  pain  f| 
the  sake  of  encouraging  long-term 
forms.  That  approad 
might  well  mean  thl 
the     country  w| 
emerge  stronger  inj 
year  or  two.  But 
the  meantime,  worrid 
Japanese  will  be  in  fl 
plenty  more  sleeplej 
nights. 


Holyoke  covers  Japl 
nese  financial  marke\ 
from  Tokyo. 
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WHEN  YOU  HAVE 
THE  BEST  ON-T  ME 
RECORD  IN  EUROPE, 
YOU  KNOW  HOW  TO 
NAVIGATE  THE  BACK 
STREETS. 


Whether  it's  the  canals  of 
Venice  or  the  outskirts  of  Vladivostok, 
DHL  has  the  most  reliable  delivery 
record  in  Europe.  That's  the  kind  of 
overseas  expertise  you'd  expect  from 
the  company  with  more  local  people, 
airplanes  and  trucks  than  anyone  else 
in  the  business.  As  you  can  see,  we 
even  have  our  own  shipping  lanes. 

1-800-C  ALL-DHL 


WORLDWIDE  EXPRESS 


WE'LL    TAKE  IT  FROM  HERE 


optima" 
Cardmembers 
expect  less. 


When  it  comes  to  interest  rates,  expect 
less  from  the  Optima  Card. 

In  fact,  you  can  currently  have  a  rate 
as  low  as  12%  for  purchases  *  Just  pay  your 
American  Express  bills  on  time  and  spend 
at  least  $1,000  in  a  year  with  the  Optima 
Card. 

You  see,  with  the  Optima  Card,  you  con- 
trol your  interest  rate.  Even  if  you  don't  have 
our  lowest  rate,  it's  easy  to  get  a  rate  that's  lower 
than  most— currently  14.25%  for  purchases.* 

Most  credit  card  issuers  give  the  same  high 
interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the  ability 
to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card  this 
holiday  season,  you'll  help  provide  a  meal  for  some- 
one who  is  hungry,  through  the  Charge  Against  Hun- 
ger campaign.** 

The  Optima  Card  also  provides  you  with  the  array 
of  American  Express  benefits,  and  personal  service. 
Clearly,  it's  the  credit  card  that  offers  you  more.  And  less 


Much  less. 


To  quality  for  an  APR  which  is  currently  12%  lor  purchases  (16.90%  tor  cash  advances).  Cardmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and 
Optima  Card  Accounts.  Optima  Cardmembers  in  good  standing  receive  an  APR  for  purchases  that's  currently  14  25%  (1690%  for  cash  advances)  All  othe'  accounts  receive  an 
APR  that  s  currently  18,25%  for  purchases  (18.90%  for  cash  advances)  All  rates  are  adjusted  semiannually  based  on  the  Pnme  Rate  as  listed  in  The  Wall  Street  Journal  The 
annual  fee  for  the  Optima  Card  is  $15  ($25  for  non-Amencan  Express*  Cardmembers)  For  more  information  or  to  apply  call  1-800-OPTIMA-6  Competitive  data  according  to 
RAM  Researchs  Bankcard  Update,  August  1993 

•"American  Express  will  guarantee  a  minimum  donation  to  Share  Our  Strength  of  $1,000,000  and  will  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  between 
105/93  and  12/'31/93  at  2t  per  Card  purchase  Donation  is  not  tax  deductible  for  Cardmembers, 
©  1993  American  Express  Centurion  Bank, 


Cards 


PHARGF 

Hunger 


international  Outloo 


EDITED  BY  STANLEY  REED 


tfILL  YELTSIN  GET  THE  PARLIAMENT 
IF  HIS  DREAMS? 


1^  s  with  many  things  Russian,  the  campaign  to  choose  a 
new  ParHament  is  turning  gloriously  chaotic.  Thir- 
^^teen  parties  are  fielding  more  than  1,800  candidates. 
A'  have  had  time  to  formulate  clear  platforms  or  even  print 
iters.  Voters  are  confused.  "Pensioners  call  me  every  day 
i  ask  what  words  like  'majority'  mean,"  says  Viktor  Kosh- 
lyets,  an  editor  at  the  St.  Petersburg  News, 
let  the  Dec.  12  contest  will  have  huge  implications  for 
ssia's  future.  To  push  ahead  market-oriented  reforms,  Kiis- 
badly  needs  to  break  out  of  its  ideological 
dlock.  It  needs  a  legislative  body  that 

crank  out  coherent  laws  on  everything 
m  property  ownership  to  foreign  invest- 
nt.  The  previous  Parliament's  obstruc- 
list  stance  led  to  its  dissolution  by  Presi- 
it  Boris  Yeltsin,  culminating  in  the  bloody 
wdown  on  Oct.  3-4.  Yeltsin  is  replacing 

old  Parliament  with  a  U.  S.-style  upper 
ise-lower  house  legislature  that  he  hopes 

do  his  bidding. 
int  even  if  the  parliamentary  election 
s  not  turn  out  to  his  liking,  Yeltsin  will 

his  power  greatly  increased.  At  the  same 
e  they  vote  for  Parliament,  voters  will 

ly  ratify  a  new  constitution.  It  gives  Yelt- 

authority  to  appoint  key  officials  includ- 

the  central  bank  chief.  He  will  be  able  to 
solve  Parliament  if  it  misbehaves.  So  Yelt- 

who  has  gone  back  on  an  earlier  pledge 
itand  for  reelection  in  June,  looks  reasonably  safe  until  his 
n  ends  in  1996. 

{ut  Yeltsin's  program  would  get  a  key  boost  if  kindred  sjMr- 
win  the  balloting.  While  polling  results  vary  enormously, 
isia's  Choice,  a  pro-free-market  party  headed  by  Deputy 
Tie  Minister  Yegor  T.  Gaidar,  the  chief  architect  of  Yeltsin's 
)ck  therapy,"  seems  to  be  leading  the  pack.  Gaidar's  group 
he  best  financed  and  best  organized  of  the  13  contenders, 
le  analysts  predict  that  Russia's  Choice  and  similar  parties. 


GAIDAR:  HIS  RUSSIA'S  CHOICE 
PARTY  SEEMS  TO  BE  IN  THE  LEAD 


including  the  Democratic  Party  of  Russia  and  a  group  headed 
by  economist  Grigori  Yavlinsky,  will  dominate  the  450-seat 
Duma,  or  lower  house,  and  the  176-seat  upper  chamber. 

But  lately  the  reformers  have  seemed  to  be  losing  ground. 
There  is  a  possibility  that  Yeltsin  could  end  up  with  a  split 
Parliament  similar  to  the  one  he  sacked.  The  Communists,  led 
by  Gennady  Zuganov,  show  surprising  strength  in  polls.  No 
longer  banned,  the  Communists  have  scored  points  by  blaming 
20'-;  monthly-  inflation  and  rising  unemployment  on  such  Gai- 
dar programs  as  price  liberalization  and  pri- 
vatization. Gaidar  now  fears  that  the  Com- 
munists will  gang  up  with  the  Agi"arian  Bloc, 
a  farm  l)m'eaucrat  gi'oup,  to  l)lock  market  re- 
forms and  r'eintroduce  parts  of  the  old  Soviet 
economic  system. 

CRITICAL  CONSTITUTION.  The  race  is  close 
enough  that  Gaidar  and  Yavlinsky  are  pan- 
dering to  nationalist  sentiments.  In  a  flip- 
flop,  they  now  back  a  Yeltsin  decree  blocking 
9  of  the  V2  currently  licensed  foreign  l)anks 
fi'om  doing  business  with  Russians  until  1996. 
This  move  has  shocked  foreign  liankers  who 
expected  lietter  treatment  fi'om  Yeltsin  once 
he  crushed  Parliament. 

Yeltsin's  answer  to  legislative  uncertainty 
is  of  course  the  new  constitution.  While  re- 
formers, such  as  St.  Petersbui'g  Mayor  Ana- 
toli Sobchak,  a  Duma  candidate  from  the 
Russian  Movement  of  Democratic  Reforms, 
are  critical  of  the  document,  they  still  argue  for  supporting  it. 
"Otherwise,  we  will  have  to  live  according  to  the  old  Brezhnev 
constitution,"  says  Sol)chak.  "That  would  be  very  dangei'ous 
for  democracy."  The  implication  may  be  that  Russians  are  so 
apathetic  and  their  political  pai'ties  so  divided  that  they  real- 
ize they  should  leave  the  big  decisions  to  an  increasingly 
powerful  Yeltsin. 

By  Peter  Galuszka  in  N(jr()sibirsk  and  Patricia  Kranz  in 
St.  Petersburg 
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INEZUELA;  REfORMS  IN  TROUBLE 

populist  campaign  rhetoric  is  jeop- 
ardizing prospects  for  free-market 
forms  and  economic  recovery  as 
inezuela's  tight  presidential  race 
ads  toward  the  Dec.  5  election.  Polit- 
divisions  are  running  so  deep  that 
,erim  Pi-esident  Ramon  Velasquez  re- 
atly  summoned  military  chiefs,  polit- 
:1  leaders,  and  top  businessmen  to  a 
;eting  and  had  them  pledge  to  honor 
2  election  results. 

The  four-way  contest  is  tight.  The 
nner  is  likely  to  eke  out  only  a  slim 
irality.  Such  a  close  vote,  observers 
ir,  could  trigger  violence.  A  narrow 
';tory— together  with  the  antigovern- 


ment  mood  among  voters,  who  are  fed 
up  with  corruption  and  political  mach- 
inations—may also  leave  the  winner 
without  a  mandate  to  take  the  tough 
measures  the  ailing  economy  needs. 

Running  slightly  ahead  in  opinion 
polls  is  former  President  Rafael  Calde- 
ra,  77,  who  advocates  a  strong  state 
role  in  the  economy— contrary  to  the 
trend  in  most  of  Latin  America  toward 
government  downsizing.  He  is  making 
populist  appeals  such  as  a  pledge  to 
remove  the  recently  imposed  value- 
added  tax,  which  is  needed  to  com- 
pensate for  falling  oil  revenues.  Al- 
though Caldera  founded  the  right- 
of-center  Christian  Democratic  COPEI 
Party,  this  time  he's  running  as  an  in- 


dependent with  support  from  an  ar- 
ray of  small,  mostly  leftist  parties. 

I'OPEI  Party  standard-l'>earer  Oswal- 
do  Alvarez  Paz,  a  free-market  advo- 
cate backed  by  business,  is  running 
second  in  the  polls.  But  Bolivar  State 
Governor  Andres  Velazquez,  a  former 
labor  leader  with  a  spread-the-wealth 
program,  is  a  strong  third,  with  wide 
support  among  Caracas  slum-dwellers. 

Analysts  argue  that  if  Caldera  wins, 
he  will  have  to  turn  to  free-market 
policies  as  the  only  solution  to  Vene- 
zuela's ills.  But  such  a  reversal  could 
risk  voter  backlash.  If  Alvarez  Paz 
wins,  he  would  try  to  push  for  free- 
market  reforms.  But  he  could  face  re- 
sistance in  a  fragmented  Congress. 


.'■ATIONAI  OUTLOOK 
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THE  SONS  ARE  RISING 
THE  EAST 


Meet  the  generation  that  will  lead  Chinese-speaking  Asia  into  the  future 


The  father  makes  the  money,  goes 
the  Cantonese  proverb,  while  the 
son  spends  it.  A  nice  old  saying, 
but  for  many  overseas  Chinese  tycoons  a 
different  adage  seems  to  apply:  The  fa- 
ther makes  the  money,  while  the  son 
works  hard  to  make  even  more. 

Consider  27-year-old  Richard  Li,  who 
studied  economics  and  computer  engi- 
neering at  Stanford.  He  developed  the 
Star-TV  satellite  network  for  Hutchison 
Whampoa  Ltd..  the  holding  comjjany  of 
his  father,  billionaire  Li  Ka-shing.  Last 
summer,  the  company  sold  Star-TV, 
which  broadcasts  five  channels  across 
Asia,  to  Rupert  Murdoch's  News  Corp. 
for  a  staggering  $.52.5  million. 

Or  take  Ronnie  C.  Chan,  43,  who 
lived  foi'  16  years  in  America  and  got  his 
masters  in  business  from  the  L'niversity 
of  Southern  California.  After  the  death 
of  his  father,  T.  H.  Chan,  in  198(i.  he  in- 
herited one  of  Hong  Kong's  mightiest 
property  companies,  the  Hang  Lung 
CJroup.  Far  from  running  it  into  the 
ground,  he  has  aggressively  expanded 
its  real  estate  Inisiness  in  Hong  Kong 
and  China.  The  group's  current  market 
capitalization:  $6  l)illion,  up  from  less 
than  $L7  billion  in  late  1990,  right  l)efoi-e 
Chan  became  chairman. 
PRODIGAL  SONS.  Li  and  Chan  are  just 
t\\(j  (if  the  score's  of  overachievers  grad- 
ually gaining  control  over  the  business 
empires  of  their  fathers.  Often  educated 
al)road,  this  new  breed  is  quietly  incor- 
porating professional  management  tech- 
nicjues,  financial  expertise,  and  techno- 
logical sawy  into  their  family  companies. 
"The  kids  are  saying,  'Dad,  it's  time  to 
do  things  differently,' "  says  William  H. 
Overholt,  managing  director  of  Bankers 
Trust  Co.  in  Hong  Kong. 

Certainly,  not  all  of  these  fortunate 
sons  turn  out  to  be  excellent  managers 
of  family  enterprises.  Indonesian-Chi- 
nese mogul  William  Soeryadjaya, 
founder  of  P.T.  Astra,  a  billion-dollar, 
heavy-industrial  conglomerate,  was 
forced  to  surrender  control  ovei-  the 
company  earlier  this  year  because  of 
poor  business  decisions  by  his  son,  Ed- 
ward. And  Thomas  Fok,  son  of  Hong 
Kong-based  real  estate  tycoon  Henry 


Fok,  was  charged  in  1991 
with  trying  to  bring  15,00(1 
AK-47  rifles  into  the  U.S. 
without  a  license.  He  even- 


tually served  a  six-month 
sentence  and  paid  a  fine  of 
$100,000. 

But  black  sheep  aside, 
most  of  the  tycoons'  sons  are  levelhead- 
ed l)usinessmen  intent  on  preparing 
their  family  i)usinesses  for  the  21st  cen- 
tury. Chan,  for  example,  relies  on  his 
knowledge  of  East  and  West  and  his 
fluency  in  English,  Cantonese,  and  Man- 
darin to  "unscrew  my  [Chinese]  head. 


RONNIE  C.  CHAN 

AFTER  16  YEARS  IN  THE 
U.S.,  HE  CAN  "UN- 
SCREW MY  CHINESE 
HEAD  AND  SCREW  ON 
MY  AMERICAN  HEAD" 


put  it  in  my  briefcase, 
screw    on    my    Amei  i 
head"  whenever  need  1h 
When  he's  in  Amei  i 
mode,  Chan  tackles  the 
lenge  of  turning  Hang  L 
Group  into  a  modern  ci> 
ration  without  losing  it- 
trepreneurial  spirit.  For  instance,  ( 
is  finfling  ,iol)s  that  play  to  the  strem 
of  his  father's  loyal  staffers  rathei-  i 
their  weaknesses.  "We're  not  Amerii 
who  just  fire  people  left  and  right, 
says.  "But  be  assured:  If  some  pf 
are  not  good,  they  will  no  longer 


64  BUSINESS  WEEK/DECEMBER  6,  1993 


EVEN  HIGHLY-RATED 
MUTUAL  FUNDS  ACCORDING  TO 
THE  MORNINGSTAR  INDEPENDENT 
RATING  SERVICE: 

Prudential  Utility  Fund 

■t?  a  -Morningstar  (Class  B) 
■tx      i:?         -Morningstar  (Class  A) 

Prudential  High  Yield  Fund 

ti:  i:z  -Morningstar  (Class  A) 

-Morningstar  (Class  B) 

Prudential  Equity  Income  Fund 

■w-  ^  -w-  ^  -Morningstar  (Class  A) 
ik      -Morningstar  (Class  B) 

Prudential's  Global  Utility  Fund 

■m-  -M-  -M  -w-  -Morningstar  (Class  A) 

Prudential  Equity  Fund 

1^4-  -w-  -M-  -Morningstar  (Class  A) 
-Morningstar  (Class  B) 

Prudential's  Nicholas-Applegate 
Growth  Equity  Fund 

-w-  -w-  ^  -w-  -Morningstar  (Class  A) 

Prudential  FlexiFund/ 
Conservatively  Managed  Portfolio 

i:?  -Morningstar  (Class  A) 
i:T      -Morningstar  (Class  B) 


Prudential  Securities 

For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  our  funds,  call  1-800-654-5454  ext.  1813. 

For  more  complete  information  on  any  of  the  Funds,  includmg  charges  and  expenses,  call  1-800-654-5454  ext.  1813  or  ask  vour 
Prudential  Securities  Financial  Advisor 'for  a  free  prospectus  and  brochure.  Read  the  prospectus  carefully  before  you  invest  or  send 
money.  Ratings  as  reported  by  Morningstar  are  as  of  October  31,  1993.  Morningstar  Mutual  Funds,  a  semi-monthly  publication  of 
Morningstar,  trie,  rates  over  1,200  mutual  funds  by  assessingeach  fund's  histoncal  total  returns  and  risk  relative  to  other  mutual  funds  in 
its  class  I.e.,  equity,  taxable  bond,  hybrid  or  municipal,  etc.  The  return  and  nsk  evaluations  are  then  combined  to  produce  a  1-  to  5-star 
risk  adjusted  rahrig,  which  measures  a  fund's  histoncal  nsk/retum  performance  m  a  particular  class  of  funds.  Funds  are  ranked  according 
to  their  risk-adjusted  raring  in  five  categones;  Highest  (five  stars  which  includes  the  top  10%),  Above  Average  (four  stars  which  includes 
the  next  22.5%),  Neuri-al  (three  stars  which  includes  the  next  35%),  Below  Average  (two  stars  which  includes  the  next  22.5%)  or  Lowest 
(one  star  which  includes  the  bottom  10%).  Morningstar  does  not  rate  funds  or  share  classes  which  have  less  than  three  years  of 
performance.  Class  B  shares  of  Prudenrial's  Nicholas-Applegate  Growth  Equity  Fund  and  Prudenrial's  Global  Utility  Fund  were  not 
rated  by  Morningstar  because  they  have  been  in  existence  for  less  than  three  years.  A  fund's  rating  may  change  at  any  rime  based  on 
new  da'ta.  Ratings  are  historical  and  do  not  represent  future  pert'ormance.  Class  A  shares  are  subject  to  a  maximum' front-end  sales 
charge  of  5.25%. Ivlost  Class  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declirung  over  a 
six-year  period  upon  redemption.  The  classes  have  a  common  portfolio,         '1993  Prudential  Securities  Incorporated.  Member  SIPC. 


lliree  sepai-atc  lieadquarters. 
Every  mission-critical  appli- 
cation will  he  run  on  Sun: 
Hvent  management,  office 
management,  ancl  clatakase 
m  a  n  a  g  e  m  e  n  t.  4'  WLen  tke 
World  C  up  comes  to  America 
tliis  June,  more  people  will  be 
watcliing  tlian  watc  ked  tke 
landing  on  tke  moon.  #And 
a  few  eyes  may  also  ke  on 
tke  computer  tkat  was  judged 
simple  to  use,  yet  power- 
ful enougk  to  manage  tke 
world's  largest  sporting  event. 
C  Moretkan  135,000  organi- 
zations are  using  t^un  sys- 
tems, powered  hy  tke  SPARC"' 
ckip  antl  tke  t^olaris  c:)perat- 
ing  environment,  to  gain  a 
competitive  advantage. Tke 
World  C  up  is  just  one.  Tol  earn 
k  o  w  you  can  k  e  n  e  kt,  call 

1-800-426-5321,  ext. 605. 


Exclusive  Computer  Supplier 
To  Tke  1994  World  Cup 

y  l'>')>Sun  Micnisystcrrib,  Int. 


When  the  BEST 

in  the  BUSINESS 
TEAMUP,YOU 
REALLY  GET  YOUR 
MONEY'S  WORTH. 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 

Tune  in. 
It  may  be  the  smartest  money 
move  you've  made  all  day. 

MoneyTalk 

Monday  -  Friday  7:30PM  (ET) 

kmc 

Money  All  Day.  Talk  All  Night. 

BysinessWeek 

V, 

For  cable  channel  call  1-800-SMART-TY 


in  a  position  of  importance." 

The  new  generation  is  also 
more  open  to  exploring  nev\ 
ways  to  raise  funds  to  expand 
their  business.  Chan,  for  ex- 
ample, just  raised  $300  mil- 
lion by  issuing  convertible 
preferred  shares.  The  older 
generation,  leery  of  debt, 
would  shy  away  from  such 
offerings. 

That  is  all  quite  a  contrast 
from  the  old-fashioned  ovei- 
seas  Chinese  conglomerates, 
often  founded  by  men  who 
learned  their  business  skills 
l)y  surviving  chaos  and  war 
in  China  and  Southeast  Asia. 
Mindful  of  how  fast  fortunes 
could  vanish  in  those  tumul- 
tuous times,  most  tycoons  of 
the  older  generation  value 
such  tangible  assets  as  real 
estate  and  eschews  long-term 
planning.  Looking  for  quick 
deals  that  can  raise  cash,  they 
operate  on  instinct,  call  all  the 
shots,  and  value  loyalty  more 
than  skills  in  their  employees. 
"SHARED  VISION."  Having 
prospered  from  Asia's  boom 
times,  however,  these  compa- 
nies have  grown  far  beyond 
original  expectations.  So  the 
first  generation  is  leaving  be- 
hind sprawling  conglomerates  that  can 
no  longer  be  micromanaged  by  a  single 
leader.  When  Peter  Kwong-ching  Woo 
succeeded  his  father-in-law,  the  shipping 
magnate  Sir  Y.  K.  Pao,  as  head  of  the 
family  empire  in  1986,  the  Columbia  MBA 
inherited  a  huge  but  secretive  company 
that  was  largely  closed  to  the  outside 
world. 


STEPHEN  RIADY 

THE  33-YEAR-OLD  HEIR 
TO  INDONESIA'S  LIPPO 
BANKING  EMPIRE  SEES 
RICH  OPPORTUNITIES 
IN  CHINA 


So  Woo,  47,  took  W  1 
Holdings  and  made  ii 
to  a  modern  corporal 
He  systematically  marl 
ed  its  extensive  but  ill-i 
property  portfolio.  \ 
also  decentralized  man; 

  ment  of  the  compin 

18,000  employees  worldwide.  "How  c 
manage  a  hotel  in  New  York?"  he 
referring  to  the  company's  Omni  h' 
group  in  North  America.  Meanwl 
back  in  Hong  Kong,  he  has  forg< 
management  team  with  "a  shared 
sion"  of  the  company's  future  in  In 
and  property  management  as  well 
telecommunications. 

Richard  Li,  meanwhile,  is  borm 
from  American  and  .Japanese  man- 
ment  the  idea  of  research  and  de\  i 
ment  for  the  long  term.  Wliile  remaii 
vice-chairman  of  Hutchison,  he 
formed  his  own  Pacific  Century  Groii 
startup  devoted  to  adapting  the 
technologies  in  telecommunications 
health  care  for  use  in  the  Asian  marl 
The  young  Li  even  makes  a  start 
admission  about  the  Star-TV  sale  b\ 
father's  company:  "If  I  were  th( 
vestor,  which  I  wasn't,  I  would  li 
kept  it."  Holding' 


RICHARD  LI 

HIS  FOCUS  ON 
R&D  AT  PACIFIC 
CENTURY  GROUP 
REFLECTS  A 
LONGER-TERM 
VIEW  THAN  THAT 
OF  THE  OLDER 
GENERATION 


to  Star  for  the  l< 
haul    would  li 
guaranteed  Hui 
son  a  dominanl 
sition  in  Asian 
dia,    he  exphi 
even  though 
venture  would  li  t 
lost  bundles  initl- 
ly.  Instead,  Hui' 
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opted  to  give  shareholders  a  quick 
urn  on  the  investment  by  selling 

ly- 

!ome  old-timers,  of  course,  wonder  if 
36  new-fangled  business  practices  are 
they're  cracked  up  to  be.  Gordon 
>.  Wu,  57,  managing  director  of 
Jewell  Holdings  Ltd.,  says  he'll  cut  a 
1  with  other  members  of  the  Chinese 
a  simply  based  on  their  good  word, 
me  young  ones  do  not  honor  tradi- 
1,"  laments  Wu,  whose  company  has  a 
-ket  capitalization  of  $5  billion.  "We 
't  use  lawyers,  we  use  a  simple  hand- 
ke.  They  use  all  the  fine  print."  But 
er  Woo  says  he's  not  about  to  sign  a 
^abuck  deal  without  reading  the  con- 
:t  details.  "Personal  friendship,"  he 
s,  "should  not  be  confused  with  a 
iness  transaction." 

XHING  OUT.  Yet  unlike  their  fathers, 
se  second-generation  tycoons  in- 
asingly  must  work  outside  the  close- 
t  world  of  overseas  Chinese.  Chan, 
example,  has  hired  management 
s  in  the  U.  S.  and  Europe  to  oversee 
private  company,  Morningside 
mp,  which  seeks  investments  far 
n  Hong  Kong.  In  the  U.  S.,  Morn- 

Iside  owns  the  largest  centrally  mon- 
ed  home-  security-device  company, 
example,  while  in  France  it  runs 
i  country's  largest  wholesale  auto- 
P  ts  company. 

y  iut  the  sons  are  not  ignoring  their 
H  estral  home  either:  Many  see  the 
\\  est  opportunities  in  China  itself.  In 
ij  ian  province,  Hong  Kong-based  Lippo 
y\  .  has  a  deal  with  the  local  govern- 
it  to  develop  a  25-square-mile  tract 
I  >  a  deep-water  port,  power  plant,  in- 
I  trial  estate,  and  tourist  complex. 
i\  ey  are  giving  land  to  us  almost  fi'ee," 

!|  s  the  U.  S. -educated  Stephen  J.  Ri- 
I  ,  33-year-old  chairman  of  Lippo  Ltd. 
i  son  of  Mochtar  Riady,  founder  of 
i  onesia's  Lippo  banking  empire, 
ij  jikewise,  Morningside  Group  is  buy- 
j  into  printing  and  packaging  compa- 
i  5  throughout  China,  with  plans  to 
j  ;  them  up  in  a  major  corporation 
I  leday.  "I  take  a  long-term  view  of 
i  igs,"  says  Chan. 

J  is  they  take  that  view,  it's  obvious 
S  ;  ambitious  heirs  like  Chan,  Li,  Riady, 
I  Woo  will  be  at  the  heart  of  deciding 
sj  '  Asia  manages  its  wealth  and  where 
"j  t  wealth  is  deployed.  No  one  claims 
i|  t  they  will  lose  touch  with  China  or 
\  Chinese  way  of  doing  things.  In  fact, 
Ij  nbers  of  the  new  generation  are  con- 
i|  'nt  that  they  will  be  the  ones  who 
S  Chinese-speaking  Asia  attain  its 
5  itful  place  in  the  world.  But  to  do 
\  t,  they  recognize  that  they  will  have 
3  Dorrow  some  Western  financial  con- 
i  ts  and  management  techniques.  In 
I  t  sense,  they  hope  to  combine  the 
(  t  of  both  worlds. 

i     By  Joyce  Barnathan  in  Hong  Kong 


She  Already  Owns  Some  Of 
America's  Largest  Companies. 


Blue  Chip 

Fund 

One  Year 

18.23% 

Five  Years 

15.09% 

Ten  Years 

13.33% 

-Xvcugc  anniuil  [nial  rcuirn  il 

rougli  Scpl  XI,  43 

That's  because  her  parents  are 
investing  m  her  future  with 
Founders  Blue  Chip  Fund.  A  no- 
load  growth-and-mcome  ftind,  Blue 
Chip  gi\'es  her  a  stake  m  the  gi^owth 
potential  of  large,  stable  U.S.  com- 
panies. And  by  investing  through  a 
Uniform  Gift  to  Minors  Act 
(UGMA)  account,  her  parents  can 
give  her  up  to  $20,000  annually, 
reduce  their  taxes  and  still  control 
the  investment. 


Fmd  out  how  )'ou  can  set  up  a 
UGMA  account  for  your  child  with 
just  $500.  Call  for  a  free  brochure, 
The  Gift  of  a  lifetime.  We'll  also 
send  a  prospectus  on  Blue  Chip  and 
Founders'  other  equity,  ftxed- 
income  and  money  market  ftmds. 

Do  it  today  Give  your  child  a 
cftance  to  grow  with  some  of  Amer- 
icas biggest  conipames. 

1-800-525-2440 


E  Founders 

Investment  Strategies 
for  a  Lifetime. 


Founders  .Asset  Management.  Inc  .  Distributor 
:^i"OEast  Third  Avtnuc  Denver  Colorado  80206 


Discovery 
Fund 

Sm.ill 
Cipitalizalion 


Frontier 
Fund 

Groulh 


Special 
Fund 

ApprCLUllon 


Worldwide 
Growth  Fund 


Growth 
Fund 


Blue  Chip 
Fund 


Balanced 
Fund 

riuuni  C.ipil.il 
.Apprtxuhi'n 


Pkasc  read  the  prospeclus.  carefully  before  you  invest  or  send  nioney.  It  contains  more  complete  injomation, 
including  management  fees  and  expenses.  Performance  figures  include  change  in  share  price,  reinvestment  of 
dividends  and  capital  gains.  Past  peifonnance  is  no  guarantee  of  future  results.  Investment  return  and  prin- 
cipal value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  cost.  ©  1993  Founders  Funds,  bic  B181 
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INVOLVES. 

^X^berever  Hitachi  is  located,  We  are  a  committed  part  of 
the  comirnunity.  NX^  sponsor,  participate,  support.  An 
example  is  The  Hitachi  Foundation,  which,  in  addition  to 
fuiiding  worthy  projects,  involves  our  local  management 
arid  employees  in  sustained  community  programs 
natipTtwide.  y\t  Hitachi,  the  purpose  of  technology  iis  not 
simply  to  fhake  clever  products.  It  is  also  to  nurture  and  be 
involved  in  order  to  achieve  a  basic  goal:  A  better  w6rld 
for  succeeding  generations.  This  is  the  operating 
philosophy  behind  every  one  of  the  20,000  products 
made  by  our  500  manufacturing  cpmpanies  around  the 
worlds  It  has  been  our  commitment  for  over  SO  years. 
And  even  more  important,  it  js  our  definition  of  the  f utuf^. 


HITACHI 


ler  Electronics  •  Medical  Systems  •  Transportation  Equipment  •  Power  Plants  &  Equipment  •  Electronic  Cpmponeni^ 

,     ■  ,      ,  e  1993  Hitachi,  Ltd  Tokyo;  Japan:_AII_rights  re^ 


►ports  Business 


SKIING  I 


ON  THE  ACQUISITION 
TRAIL  ^ 


Steep  costs  have 
resorts  consolidating 
— but  do  skiers  win? 


Travel  consultant  Carolyn  S.  Bakar 
of  Raymond  &  Whitcomb  Co.  in 
Boston  sends  skiers  to  resorts  all 
over  the  country.  So  why  is  she  so  ea- 
ger to  book  clients  into  Breckenridge 
and  Keystone  this  year? 

Simple.  The  two  Colorado  resorts, 
just  17  miles  apart,  merged  in  April, 
and  skiers  can  now  use  one  ticket  to 
schuss  both.  Besides  being  able  to  split 
time  between  the  Victorian  town  of 
Breckenridge  and  modern  Keystone, 
skiers  can  take  advantage  of  the  pair's 
staggered  hours  (Keystone  offers  night 
skiing)  and  stay  on  the  slopes  for  up  to 
12  hours  a  day.  Says  Bakar:  "With  a 
whole  bunch  of  people  at  different  levels 
of  ability,  they  stay  at  one  place  but  ski 
where  it's  suitable." 

ENERGIZER  BUNNY.  With  costs  of  every- 
thing ft'fini  snowmaking  to  workers'  com- 
pensation going  up  and  with  the  number 
of  U.  S.  skiers  leveling  off.  Keystone  Re- 
sorts Management  Inc.'s  strategy  is 
growth  through  acquisitions.  By  buying 
Breckenridge  for  $90  million,  "we're  get- 
ting significant  synergies  and  cost  sav- 
ings," says  Brian  D.  Smith,  executive 
vice-president  for  resort  operations. 
Smith  is  consolidating  the  marketing 
and  accounting  departments  of  Keystone 
Resorts,  which  is  owned  by  Ralston  Pu- 
rina Co.,  and  will  begin  joint  promotions 
of  such  events  as  ski  races. 

There  will  be  corporate  synergies. 


too:  Breckenridge  will  join  Keystone  on 
the  back  of  Ralston  Purina  cereal  boxes 
and  may  well  be  visited  by  Ralston's 
Energizer  Bunny.  Next  year,  Ralston 
will  package  Keystone,  Breckenridge, 
and  a  smaller  day  area,  Arapahoe  Basin, 
with  its  cereal  and  cracker  subsidiaries 
into  a  new  company  that  will  be  spun 
off  to  shareholders. 

Keystone,  whose  three  areas  racked 
up  2.5  million  skier-days  last  year,  is 
now  the  largest  U.  S.  ski  conglomerate, 
but  it's  hardly  alone  on  the  hill.  S-K-I 
Ltd.,  which  owns  Killington  in  Vermont, 
started  the  trend  in  1977,  when  it  ac- 
quired Mt.  Snow,  Vt.  It  now  also  owns 
Bear  Mountain  in  California  and  has  im- 
minent plans  to  acquire  Pico,  a  small 
resort  adjacent  to  Killington.  And  S-K-I, 
the  largest  operator  on  the  East  Coast, 
with  1.9  million  skier  visits  last  year, 
holds  an  option  to  buy 
Haystack,  next  to  Mt. 
Snow,  and  is  eyeing  a 
Canadian  resort. 

Out  West,  Kamori 
Kanko  Co.,  a  Japanese 
operator  with  resort 
holdings  all  over  the 
world,  bought  Col- 
orado's Steamboat  in 
1990  for  about  $110  mil- 
lion and  Heavenly  Val- 
ley in  California  in  1991 
(no  price  available). 
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VANISHING 
SIOPES 


NUMBER  OF  U.S.  SKI  AREAS 
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79-'80  '82-'83  '85-'86  ■88-'89  '91-'92  '92-'93 
DATA;  NATIONAL  SKI  AREAS  ASSN. 


Vail  Associates  Inc.,  which  also  ov 
nearby  Beaver  Creek,  will  buy  nei 
boring  Arrowhead  early  next  year 
an  undisclosed  price.  And  Aspen  Ski 
Co.,  which  already  owns  three  Asp 
area  resorts,  expects  to  add  a  fou: 
Aspen  Highlands,  this  winter. 

"The  trend  is  going  to  accelerai 
predicts  I.  William  Berry,  editor  of 
Ski  Industry  Letter.  "Some  areas 
hanging  right  on  the  ropes."  In  1! 
there  were  845  ski  areas  in  the  I. 
Last  year,  there  were  529. 
UPHILL  RACE.  During  the  1970s,  rea 
saw  skier  visits  grow  at  double-d 
rates,  and  their  biggest  worry  was 
panding  fast  enough  to  accommod 
demand.  But  the  hot  dogs  of  yestery 
are  getting  gray  around  the  headba 
and  packing  a  few  more  pounds  un 
their  parkas.  In  the  1960s,  70%  of  sk 
were  under  35,  according  to  a  Rals 
Purina  report.  Today,  only  50%  are 
der  35.  With  families  and  mortgaj 
baby  boomers  ski  less.  And  when  t 
do  go  out,  they  demand  costly  an 
ities  such  as  high-speed  lifts,  which  s 
operators  are  hard-pressed  to  pre 
in  today's  business  climate. 

Moreover,  the  cost  of  fighting  envii 
mentalists  who  want  to  stop  deve 
ment  is  causing  undercapitalized  area 
disappear  like  snowflakes  in  July.  "]\ 
size  areas  can't  pay  it,"  says  Berry.  "[ 
vironmentalists]  have  made  the  w( 
safe  for  the  $40  lift  ticket." 

The  demise  of  inexpensive  small  ; 
midsize  areas  is  sending  a  chill  throi 
the  industry,  since  they  act  as  ii 
teams  for  major  resorts.  "You  lean 
ski  close  to  home.  Asking  someone 
come  to  Colorado  and  spend  a  lo: 
money  on  a  sport  they've  never  trie 
like  having  to  go  to  Hawaii  to  lean 
play  golf,"  says  Keystone's  Smith. 

So,  operators  see  acquisition 
healthy  for  the  industry.  And  skiers 
the  improvements  that  well-heeled  oi 
ators  bring  to  small  resorts.  Aspen 
ing,  for  instance,  will  spend  $35  mil 
over  five  years  to  upgrade  Highland  i| 
There's  a  hitch,  however:  Skiers  \ii 
paid  $30  for  a  lift  ticket  at  Aspen  H)|i> 
lands  last  year  will  hf* 
to  pay  up  to  $46  fo!a 
ticket  good  at  all  fir 
Aspen  areas.  Still,  fasi 
with  a  choice  betwSn 
pricier  tickets  and  slit- 
tered  ski  areas,  mpt 
skiers  will  put  up  le 
money  before  they  Jt 
away  their  skis. 

By  Sandra  D.  Ai 
son  in  Keystone,  d  • 
and  Mark  Maremmin^ 
Boston 
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SPORTS  BU  IE 


For  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


^ince  1987,  when  Canon  introduced 
'  I  tlie  world's  first  Color  Laser 
)pier,  our  copiers  have  made  a 
bopping  one  billion,  two  hundred 
llion  color  copies. 

It's  no  wonder  Canon  has  been 
^  e  unsurpassed  leader  in  color  copiers 
r  six  consecutive  years,  with  equally  unsurpassed  color  quality 

Today,  Canon  makes  the  most  technologically  sophisticated 
I  lor  copiers  available,  including  copiers  that  can  even  connect  to 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing: 
1-800-OK- 
CANON.Well 
immediately 
rush  you  a  free 
Color  Solutions  guide. 


Official  Copier  of 
WorldCup  i  M  ' 


Canon 


i 

Products  and  services  provided  by  subsidiaries  of  CIGNA  Corporation. 


And  none  of  them  are  small  if  they  happen  to  you.  At  CIGNA,  caring  about  the 
things  that  affect  our  customers  is  our  business.  To  us  that  means  not  merely  using 
skill  and  compassion  when  helping  people  deal  with  disasters,  emergencies 
and  everyday  problems.  But  working  to  prevent  them  in  the  first  place.  In 
healthcare,  we  have  programs  that  identify  high-risk  pregnancies  early,  increasing 
the  chances  for  a  healthy,  full-term  baby.  We  provide  loss  control  programs  that 
identify  hazards  on  the  job  and  help  reduce  serious  accidents.  We  help  people 
avoid  the  nightmare  of  outliving  their  assets.  With  retirement  plans  that  make 
it  easy  for  people  to  save.  And  easy  for  companies  to  help  them.  And  we  have 
hundreds  of  people  whose  only  job  is  to  prevent  nightmares  like  the  one  you 
see  above.  We're  not  saying  we're  perfect.  But,  if  you  ever  have  a  nightmare. 


we  hope  the  people  you  call  are  people  who  are  not  just  committed 
to  caring.  But  to  getting  a  little  bit  better  at  it  each  and  every  day. 


Cigna 

A  Business  of  Caring. 

lalthCare     Property  &  Casualty     Group  Insurance     Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

[  ifc-Aaidcni  -rtisdbiiirv     Investment  Services     Management     Liie-ALtidem-Heaiih     Property  t.-  c^siiairv     Insurance     frcipttrv   ca^uaitv     i  ife*i  rnifikm-t  Benefits 


BIOTECHNOLOGY  I 


ADVANCED  TISSUE  SCIENCES'  NAUGHTON  AND  BENVENUTO  WITH  A  SHEET  OF  HUMAN  DERMIS 


MIRACLE  CURES  MAY 
BE  IN  YOUR  CELLS 


Biotech's  new  frontiers:  Cell  therapy  and  tissue  engineering 


From  the  ancient  Aztec  to  the  mod- 
ern Navajo,  many  cultures  have 
saved  the  umbiHcal  cords  of  new- 
l)orn  babies  to  use  in  rituals.  If  a  young 
company  called  Biocyte  gets  its  wish, 
parents  in  the  U.  S.  soon  may  embrace  a 
similar  rite— potentially  with  lifesaving 
conseciuences.  In  November,  Biocyte  said 
that  for  $1,500  plus  $75  a  year,  it  will 
freeze  and  store  three  ounces  of  "cord 
blood"  cells  extracted  from  umbilical 
cords  of  healthy  infants,  initially  those 
bom  at  Magee-Womens  Hospital  in  Pitts- 
burgh. If  later  the  child,  or  a 
close  relative,  is  afflicted  by 
cancer  or  other  serious  disoi'- 
ders,  these  matched  cells  could 
help  carry  a  cure. 

It's  too  early  to  tell  how 
willing  parents  will  be  to  pony 
up.  But  Biocyte's  service  is  an 
early  indicator  of  a  radical  ap- 
proach to  medical  treatment 
that  could  become  common. 
Called  "cell  therapy"  or  "tissue 
engineering"  this  new  technolo- 
gy springs  fi'om  dramatic  gains 
in  understanding  the  body's  im- 
mune system  and  the  role  of 
cells  in  disease.  A  dozen  small 


biotech  companies  are  using  this  new 
knowledge  to  pioneer  novel  ways  to  han- 
dle, manipulate,  and  deliver  human  and 
animal  tissues  and  cells  in  the  body  to 
fight  a  wide  range  of  ills. 

One  red-hot  area  of  such  research  in- 
volves stem  cells,  the  lynchpin  cells  of 
the  immune  system  that  are  plentiful 
in  cord  lilood.  They  promise  to  be  useful 
in  treating  cancer,  and  ultimately  ge- 
netic ills.  But  the  action  doesn't  stop 
there.  Some  companies  are  growing 
sheets  of  skin.  Others  are  trying  to  ere- 


CELL  THERAPY'S  POTENTIAL 


Biotech  companies  are  trying  to  treat  disease 
by  transplanting  specific  cells  and  tissues  that 
they  have  engineered  in  the  lab.  Here  are  six 
approaches  and  the  companies  involved. 

Organogenesis,  BioSurfoce 
Technology,  LifeCell,  and 
Advanced  Tissue  Sciences  (ATS)  are 

using  ceils  from  sources  such  as  newborns, 
patients,  and  cadavers  to  grow  skin  for 
repairing  burns  and  other  wounds. 


1 


ate  a  wide  variety  of  "universal"  eel 
that  can  be  transplanted  without  fe; 
of  rejection.  Still  others  are  transplar 
ing  into  the  brain  and  spinal  cord  eel 
that  ooze  useful  neurological  protein 
Some  researchers  are  even  trying 
grow  organs  in  petri  dishes.  This  woi 
promises  to  be  expensive  and  will  fai 
thorny  regulatory  thickets.  But  it  w 
continue  because  "the  need  for  this  woi 
is  so  apparent,"  says  Gail  Naughton,  ( < 
of  Advanced  Tissue  Sciences  Inc.  (at 
in  La  Jolla,  Calif.,  because  these  tren 
ments  address  horrible  conditions  sm 
as  organ  failure,  or  severe  burns  th 
are  now  inadequately  treated. 

Such  approaches  aren't  without  pre 
edent.  Blood  has  been  banked  and  trar 
fused  for  decades,  and  whole  orgai 
have  been  transplanted  since  the  196C 
Research  into  the  cm-ative  power  of  fet 
cells  was  making  headway  until  a  sine 
lifterl  moratorium  imposed  by  the  Re 
gan  Administration.  But  much  of  what 
happening  today  goes  way  beyond  tl 
progression  of  transplant  research 

The  concept  behind  cell  therapy  ar 
related  techniques  is  that  perhaps  on 
cells  are  smart  enough  to  correct  certa^j; 
defects  in  the  body.  Cells  are  the  e 
gines  and  brains  of  many  processe 
They  metabolize  nutrients  to  create  e 
ergy,  pack  together  to  form  skin  ar 
organs  and  vital  fluids,  and  manufa 
ture  the  myriad  hormones,  enzyme 
and  other  chemicals  humans  need 
survive.  Most  illnesses  occui'  when  the: 
engines  break  down  in  some  way  b 
cause  of  injury  or  infection,  spew  harr 
ful  proteins,  wear  out,  or  grow  u 
checked,  as  happens  in  cancer.  Dru| 
work  by  prompting  desirable  change 
in  cells— such  as  turning  off  bad  one 
But  finding  an  agent  that  doesn't  cau! 
side  effects  (jr  disrupt  other  process) 
isn't  easy. 

NO  BLOCKERS.  The  biotech  industry  wi 
founded  on  the  premise  that  isolatir  f( 
single  proteins  made  by  cells,  then  gen  | 
splicing  them  to  create  large  quantitie 
would  lead  to  better  drug 
Genentech  Inc.'s  human-growl  n 
hormone,  for  example,  replact 
a  natural  hormone  that  son 
children  are  missing,  and 
works  well. 

But  such  successes  ha\ 
been  relatively  rare,  in  pan 
because  plucking  single,  us 
ful  proteins  out  of  the  body 
complex  broth  is  extremely  d 
ficult.  It's  a  bit  like  sending 
football  team  comprised  of 
ail-American  quarterbacks  oi 
to  win  a  game— with  no  recei 
ers  or  blockers.  But  cell  ther 
py  may  let  scientists  accor 
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h  the  same  goals  of  healing  or  i-eplac- 
cells  without  micro-managing  the 
cess.  "Cells  have  the  software  to  do 
it  we  have  yet  to  learn,"  says  Jo- 
h  P.  Vacanti,  a  leading  tissue  engi- 
r  and  Harvard  Medical  School  re- 
•cher. 

'roponents  of  cell  therapy  point  to 
nd-healing,  where  gene  therapy  com- 


^  Cytotherapeutics 

b   /'   is  encapsulating 
Jrenal  cells  from  cows  in 
lecial  polymers  inserted  in 
8  base  of  the  spine  to  treat 
ironic  pain.  Eventually,  it 
ipes  to  implant  similar 
ipsules  in  the  brain  to  battle 
irkinson's  and  Alzheimer's. 


es  have  so  far  failed  to  generate 
s  based  on  the  isolation  of  individu- 
•otein  "growth  factors,"  which  stim- 
;  cells  to  grow.  Says  Cynthia  Rob- 
Roth,  a  PhD  biochemist  who  edits 
)iotech  newsletter  BioVenture  View: 
rybody  has  been  spending  hundreds 
lillions  of  dollars  to  isolate  things 
don't  work  well  in  isolation."  By 
•ast,  companies  such  as  ATS,  Organ- 
esis,  BioSurface  Technology,  and 
]ell  are  testing  skin  replacements 
)  that.  Most  of  these  products  are 
}  of  cultured  human  dermal  or  epi- 
lal  cells  that  can  be  transplanted 
make  their  own  growth  factors  in 
the  right  amounts.  The  products 
■  great  promise  in  healing  burns 
)ther  stubborn  wounds. 
"UND  HEALING."  BioSurface  Technol- 
[nc.  of  Cambridge,  for  instance,  is 
g  sheets  of  epidermal  tissue  made 
king  a  postage-stamp-size  piece  of  a 
nt's  own  cells  and  expanding 
ten  thousandfold— enough  to 
•  an  entire  body.  Meanwhile, 
BioSurface,  and  Organogene- 
e  developing  other  skin-cover- 
roducts  based  mainly  on  cells 
I  "fibroblasts"  taken  from  neo- 
foreskin,  a  discard  from  cir- 
isions.  From  one  foreskin,  ATS 
row  over  1  million  four-by-six- 
iheets  of  dermal  skin  to  treat  bums 
junds.  "Wound  healing  is  such  a 
lex  medical  problem,  no  one  knows 
factors,  in  what  amounts,  over 
time,"  can  hasten  it,  says  BioSur- 
^hief  Executive  David  L.  Castaldi. 
the  cells  are  programmed  to  pro- 
various  factors  so  we  don't  have  to 
jr  those  questions." 
^neered  human-skin  products  are 
10  irthest  along  in  human  testing  and 
be  the  first  engineered  tissue  to 
iel  Food  &  Drug  Administration  ap- 
rc  1.  But  numerous  other  products 
It  echniques  are  close  behind.  At 


Boston's  Children's  Hospital,  in  a  lab  en- 
vironment designed  to  mimic  the  human 
body  and  trick  cells  into  growing  natu- 
rally, \^acanti  hopes  soon  to  begin  build- 
ing transplant  ears,  noses,  and  other  fa- 
cial features  out  of  human  cartilage  cells 
seeded  on  a  polymer  mold  and  grown 
into  the  proper  shape.  Using  technology 
he  has  licensed  to  ATS,  Vacanti  already 
has  grown  cow  cartilage  around 
special  polymers  in  the  shape  of  a 
full-size  human  ear  and  implanted 
the  ear  beneath  the  skin  on  the 
back  of  a  mouse.  The  skin  grows 
over  the  structure  in  12  weeks  and 
naturally  attaches  to  the  ear.  This 
technology  could  be  used  to  fix  ge- 
netic facial  defects  or  to  repair  fa- 
cial features  damaged  from  acci- 
dents or  cancer  radiation  therapy. 

Far  more  commercially  impor- 
tant is  the  attempt  by  Vacanti  and 
others  to  grow  the  cartilage  that  makes 
up  the  meniscus,  or  lining  of  the  knee. 
In  the  U.  S.  alone,  1.4  million  patients  a 
year  could  benefit.  Doctors  today  can 
do  little  but  remove  damaged  cartilage 
and  eventually  replace  the  knee.  Organ- 
ogenesis is  working  on  engineering  colla- 
gen scaffolds  on  which  to  grow  skin 
cells,  or  fibroblasts,  that  could  become 
replacement  tendons  and  ligaments.  Also 
in  the  lab,  in  a  petri  dish,  Vacanti  is 
trying  to  grow  pieces  of  a  human  liver 
that  could  someday  be  transplanted  to 
provide  relief  from  certain  liver  diseases 
or  as  a  bridge  until  entire  livers,  which 
are  always  in  short  supply,  can  be  lo- 
cated. 

In  Europe,  meanwhile,  researchers 
are  using  cells  from  cow  adrenal  glands 
encapsulated  in  special  polymer  tubing 
made  by  Cytotherapeutics  Inc.  in  Prov- 
idence. In  a  small  number  of  patients 
in  whom  the  cells  have  been  implanted 
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w     BioSurface  are 

trying  to  grow  cartilage 
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for  use  in  orthopedics 

and  for  repair  of  nose 
and  ear  tissues. 

at  the  base  of  the  spinal  cord,  the  treat- 
ment appears  to  relieve  severe  pain. 
The  key  is  that  the  membrane  lets  de- 
sired proteins  exit  while  shielding  the 
cells  from  the  body's  destructive  im- 
mune response. 

Next,  Cytotherapeutics  hopes  to  at- 
tack Parkinson's  and  Alzheimer's  with 
animal  cells  wrapped  in  membranes, 
then  inserted  in  the  brain,  ceo  Seth  A. 
Rudnick  says  the  membranes  should 
make  it  possible  to  mainly  use  animal 
tissues,  which  are  easier  to  get  and  ma- 
nipulate than  human  ones.  The  company 
has  also  supplied  the  encapsulation  tech- 
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Imagine  A  Microprocessor 
Tliat  IVIal(es  Windows  NT  Fly. 

Ipi  That"^  Alpha  AXR 

fflilliiliiliHili  You're  going  to  blaze  some  new  trails 
with  the  mainframe  power  of  Windows  NT.™  Don't 
compromise  it.  Run  it  on  the  fastest  vehicle  you  can 

get — ^an  Alpha  AXP™  microprocessor.  Choose  from  a 
family  of  fast  server  microprocessors  with  performance 

as  high  as  170  SPECInt,  more  than  twice  that  of 
Pentium™  or  PowerPC™— and  priced  to  compete.  Or 
choose  from  low-cost  desktop  PC  microprocessors  with 

prices  that  start  below  an  i486.™  Alpha  AXP  runs 
Windows  NT  with  thundering  ■rjwmM 

existing  DOS/Windows™  '^^^^i^^i^^imyllttKM 

the  beginning  of  a  long-term  f^S^^I^Kt^^lm 
architecture  based  on  a  H^^^^^HMBMB 

scalable  RISC  design  and  standards  like  the  PCI  local 
bus.  Available  to  any  PC  maker—  from  us  now, 
and  in  1 994  from  our  second  source  Mitsubishi 
f^fL^  Electric  Corp.  The  decision  with  Windows  NT  is 
w^ii^  simple.  On  other  microprocessors,  it  runs. 
"^B^L    On  Alpha  AXR  it  flies.  Which  way  would 
*  you  rather  cover  new  ground?  Call  your 

■P*'?My^   PC  maker  and  ask  about  the  Alpha 
AXP  family.  Or  call  us  at  1-800-332-2717— 
and  kick  start  your  future. 


nology  to  researchers  transplanting  insu- 
lin-producing cells  in  diabetics. 

At  Cell  Genesys  Inc.,  Foster  City,  Cal- 
if., researchers  are  trying  to  create  so- 
called  universal  donor  cells  by  geneti- 
cally wiping  out  the  regions  on  various 
cell  types  that  mark  a  cell  as  belonging 
to  a  specific  individual.  If  this  research 
pays  off,  it  could  lead  to  an  array  of 
transplantable  cells  that  could  simply  be 
pulled  off  the  shelf  to  treat  everything 
from  eye  damage  to  cancer— bringing  an 
end  to  the  need  for  donor-matching. 

Companies  that  see  gene  therapy  as 
the  future  of  medical  treatment  are  pay- 
ing close  attention  to  cell  therapy— be- 
cause stable,  manipulatable  cells  will  be 
needed  to  transfer  genes  into  patients. 


4 Applied  Immune 
Sciences,  CellPro, 
Systemix,  and  Baxter 

are  growing  crucial  stem 
cells  in  the  lab  so  doctors 
con  reestablish  immune 
systems  in  cancer  patients 
after  radiation  or 
chemotherapy. 


Drug  maker  Sandoz  Ltd.  paid  $392 
million  in  1991  for  60%  of  Systemix 
Inc.,  a  Palo  Alto  (CaHf.)  company 
that's  working  with  stem  cells  for 
use  in  cancer  treatment  and  gene 
therapy.  And  Baxter  International 
Inc.'s  biotech  group  is  looking  at 
several  cell  and  gene  therapy  ap- 
proaches aimed  at  cancer,  diabetes, 
and  hemophilia. 

Still,  there's  plenty  of  uncertain- 
ty over  just  how  cell-tissue  engi- 
neering companies  will  make  money. 
Will  they  sell  a  product  or  a  service? 
Will  the  procedures  be  practical?  How 
will  they  be  regulated  by  the  FDA, 
whose  commissioner,  David  A.  Kessler, 
recently  published  a  paper  in  the  Neiv 
England  Jmimal  of  Medicine  giving 
notice  that  the  industry  will  be 
subject  to  tight  scrutiny  by  his 
agency. 

Company  products  could  be  var- 
iously regulated  as  devices,  drugs, 
or  not  at  all,  if  the  product  is  the 
patient's  own  cells  or  a  straight 
transplant.  "They've  got  something 
here,  but  I'm  unwilling  to  bet  on  a 
startup  company  that  has  to  fig- 
ure out  all  this  biology  and  estab- 
lish a  service  business,"  says  a 


5 Scientists  working  with  BioSurface 
are  trying  to  grow  corneal  stem  cells 
that  may  be  used  in  eye  repair.  Ceil 
Genesys  is  work- 
ing on  "universal" 
retinal  cells  that 
can  be  used  in 
any  patient. 


prominent  Wall  Street  biotech  banki 
To  get  an  idea  of  how  multifacet 
business  strategies  can  be  in  this  fie 
look  at  what's  happening  with  stem  eel 
The  stem  cells  that  give  birth  to  all  t 
cells  of  the  immune  system  primar 
reside  in  the  bone  marrow.  For  soi 
years  now,  physicians  have  used  boi 
marrow  transplants  to  fight  some  fori 
of  cancer.  First,  they  use  chemothera 
to  wipe  out  cancer  cells— and  typiicaL 
the  bone  marrow  with  it.  They  th 
transplant  donor  marrow  to  restore  t 
patient's  immune  system.  The  troul 
has  been  that  bone  maiTOw  also  is  lo£ 
ed  with  T-cells,  which  can  trigger  a  i 
jection  response  and  render  the  tre; 
ment  ineffective. 

Studies  have  shown  that  the  fre 


We  have  oeten 
walked  down  this 
street  before. 


At  Kemper  Securities,  our  work  ethic  was  and  well  to  this  day  in  more  than  1 50  Kemper 

shaped  in  burgeoning  towns  across  America  Securities  offices  in  small  towns  and  big  cities 

nearly  1 00  years  ago.  Places  where  talk  was  from  coast  to  coast, 
honest  and  respect  was  mutual.  And  it's  the  reason  we  still  measure  rela- 

It's  a  way  of  doing  business  that's  alive  tionships  in  decades,  if  not  lifetimes. 


Kemper  Securities,  Inc  is  a  tull-service  investment  brokerage  lirm  providing  a  wide  range  of  products  and  services  Member 
New  Yorl(  Stocl<  Exchange  and  other  principal  exchanges  Member  SIPC  To  reach  the  Kemper  Senintips  investment 
consultant  nearest  you,  call  1-800-CALL  KSI. 
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le  stem-cell  populations  are  from  T- 
ills  when  given  to  cancer  patients,  the 
ss  toxicity  appears  to  be  associated 
ith  the  transplant.  How  does  a  compa- 
^  profit  from  all  this  labor-intensive 
ork?  Companies  such  as  CellPro,  Bax- 
ir,  Systemix,  and  Applied  Immune  Sci- 
ices  all  have  technologies  designed  to 
uck  out  stem  cells  from  the  bone  mar- 
iw  and,  increasingly,  from  circulating 
cod.  But  CellPro  in  Bothell,  Wash., 
ipplies  researchers  and  companies  with 
}uipment  to  separate  out  stem  cells, 
s  system  could  be  combined  with  cord 
cod  stored  by  Biocyte,  for  example, 

pluck  0ut  cord-blood  stem  cells,  which 
)t  only  can  obviate  the  need  for  do- 
ff marrow  but  also  seem  well-suited 
'  deliver  genes  in  gene  therapy,  for 
masons  scientists  don't  yet  understand. 

Applied  Immune  Sciences  Inc.  and 
^stemix  Inc.,  meanwhile,  are  building 
Tvice  businesses  around  stem  cells  by 
.tering  to  indivit^al  patients.  In  an  in- 
istrial  park  near  San  Francisco  airport 
:s  what  Thomas  B.  Okarma,  chief  exec- 
,ive  of  Applied  Immune  Sciences  in 
mta  Clara,  Calif.,  calls  a  "hospital  for 
ills."  In  sterile  cleanrooms,  technicians 
■e  processing  blood  flown  in  from  AIDS 
itients  in  Los  Angeles.  In  a  clinical  tri- 
,  they're  testing  whether  they  can  hol- 
er patients'  immune  systems  by  filter- 


ing out  infection-fighting  white  blood 
cells,  multiplying  them  by  adding  the 
growth  factor  Interleukin-2,  then  ship- 
ping them  back  for  reinfusion  in  pa- 
tients. Earlier  this  year,  a  similar  proce- 
dure for  kidney  cancer  patients  showed 
remissions  in  about  one-third  of  those 
tested.  Ais  plans  to  try  the  same  process 
for  using  patient  stem  cells  as  a  substi- 
tute for  bone-marrow  transplants.  Ulti- 
mately, Okarma  believes  MS  can  add 


Qjp  Organogenesis, 
O  BioSurface,  ATS, 
and  startup  Osiris  are 

developing  cartilage, 
tendon,  ligament,  and 
bone  products  to  treat 
knee  injuries. 


gene  insertion  into  its  current  cell  treat- 
ment process  and  enable  more  efficient 
gene  therapy. 

Systemix,  too,  is  setting  up  special 
centers  to  process  patient  stem  cells  out 
of  circulating  blood.  Systemix  CEO  Linda 
D.  Sonntag  says  advances  in  gene  ther- 
apy are  moving  so  quickly  that  she  ex- 
pects the  company  will  work  on  using 
stem  cells  as  a  vehicle  for  gene  therapy 
as  its  next  frontier. 


Since  most  companies  are  still  in  the 
testing  phase,  few  will  estimate  publicly 
what  they  expect  the  costs  of  such  treat- 
ments to  be.  Bet  on  this,  however: 
They'll  be  expensive.  So  far,  cell  therapy 
companies  have  been  careful  to  target 
maladies  for  which  other  treatments  are 
nonexistent,  inadequate,  or  so  expen- 
sive that  almost  anything  would  be  an 
improvement.  Standard  bone-marrow 
procedures  today  can  top  $150,000,  for 
example,  and  the  cost  of  treating 
severely  burned  patients,  including 
hospital  stays  and  multiple  surger- 
ies, can  exceed  $200,000.  One  thing 
all  the  companies  say  they'll  do  is 
build  cost-effectiveness  criteria  into 
their  trials.  Says  ATS  Chief  Execu- 
tive Arthur  Benvenuto:  "If  we  can't 
show  a  cost-saving  on  the  day  of 
launch,  we'll  scrub  the  project." 
No  matter  what  they  cost,  these 
technologies  are  part  of  a  bet  on  the 
head-spinning  pace  of  science.  In  some 
cases,  interim  techniques  will  be  leap- 
frogged by  gene  therapy,  others  will 
develop  into  cells  and  organs  that  can  be 
ordered  off  the  shelf.  But  even  today, 
one  unspoken  premise  at  Biocyte  is  that 
advances  in  the  next  decade  will  pro- 
vide uses  that  don't  exist  today  for  cells 
harvested  from  umbilical  cords. 
By  Joan  O'C.  Hamilton  in  San  Francisco 


V  H  E  R  E    YOU  LIVE 


It's  the  seamless  integration  of 
a  broad  range  of  paper,  film,  and 
digital  media.  The  art  that  perfects 
the  transformation  of  information 
into  knowledge. 

This  is  harmony.  And  whether 
you  need  a  stand-alone  copier  or 
microfilmer,  or  a  more  complex 
system  composed  of  high-speed 
printers  and  scanners,  optical 
disk  libraries,  or  writable  CD, 
whether  you  need  black-and- 
white  or  color,  we  have  the  solu- 
tions that  v/ill  create  harmony  at 
work  for  you. 

Because  Kodak  offers  a  wide 
range  of  document  imaging  solu- 
tions designed  to  work  in  harmony 
with  virtually  all  office  products, 
pushing  performance  levels  to 
their  peak.  Allowing  you  to  share 
documents  and  images  freely  and 
independently.  Giving  you  flexi- 
bility to  migrate  to  future  tech- 
nologies, without  fear  of  being 
locked  in  by  a  proprietary  system. 
Fostering  continuous  improvement 
by  merging  technology  and  people 
so  that  each  supports  the  other 
Enhancing  your  responsiveness 
and  your  competitiveness. 

The  world  is  changing.  So  is 
document  imaging.  You  need  a 
trusted  partner  who  can  help  you 
through  these  changes.  We  are 
that  partner 

You  can  no  longer  think  of 
paper,  film,  or  digital  technologies 
as  separate  document  imaging 
platforms.  The  operative  word  is 
harmony. 


Kodak  Office  Imaging.  Harmony  at  work. 
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HOW  AN  INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 

GOT  WIRED  FOR  EVEN 
GREATER  SUCCESS. 


EN  SUCCESS  STORY  #93-Si 


In  a  competitive  world,  two  highly 
innovative  companies  form  a  global 
alliance  to  become  one  of  the  world's 
leading  manufacturers  of  fiber  optic 
equipment.  So  where  does  this  company, 
Siecor,  turn  when  they  want  innovative 
staffing  solutions?  Olsten  Staffing  Services. 
Olsten  has  helped  Siecor  manage  its 
astounding  growth  by  supplying  supplemental 
employees  from  assemblers  and  operators 
to  clerical  and  accounting  personnel. 
If  you  would  like  to  get  connected  for 
greater  productivity  call  Olsten  at 
1-800-225-8357  or  contact  Allen  Gershlak, 
Senior  Vice  President  Partnership  Programs, 
One  Merrick  Avenue,  Westbury,  NY  1 1590. 


Olsten 


Staffing  Services^ 

The  Working  Solution* 


evelopments  to  Watc 
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TREE  GROWS  IN  INDIA— AND 
'S  A  BIOTECH  WONDER 


I 


n  Indian  villages,  the 


of  the  mahogany  fami- 
ly—is a  24-hour  pharma- 
cy. Its  seeds,  bark,  and 
leaves  are  used  to  treat 
everything  from  warts 
to  malaria.  The  neem 
tree  also  repels  insects 
from  crops,  and  that  fea- 
ture has  biotechnology 
companies  excited.  U.  S. 
scientists  have  isolated 
one  chemical,  azadi- 
rachtin,  that  kills  insects 
their  larval  stage,  when  they  are  most  destructive.  After 
!  larva  sheds  one  coat,  the  chemical  prevents  it  from  grow- 
;  another.  Formulas  are  being  marketed  by  Salt  Lake  City- 
5ed  AgriDyne  Technologies  Inc.  and  by  W.  R.  Grace  &  Co. 
New  York  to  protect  cabbage,  cotton,  lettuce,  tomatoes,  and 
ler  crops. 

That's  not  the  end  of  the  neem  story.  Both  companies  are 
king  into  other  neem  compounds  that  might  turn  back  en- 
y  insects.  They're  also  screening  other  plants  in  cooperation 
;h  ethnobotanists,  who  study  how  native  peoples  use  plants 
food  and  medicine. 


'HEART  HOIOGRAM'  THAT  HELPS 
ACTORS  SPOT  DEFECTS 


I  ardiologists  have  a  less  than  ideal  way  to  look  at  someone's 
I  heart:  ultrasound  systems  that  produce  flat,  two-dimension- 
mages.  But  doctors  at  the  New  England  Medical  Center  in 
jton  are  taking  ultrasound  one  step  further  by  developing 
)  images  of  the  heart  called  heart  holograms. 
Jsing  technology  developed  by  Voxel  Inc.  in  Laguna  Hills, 
[if.,  Dr.  Mani  A.  Vannan  and  his  colleague.  Dr.  Natesa  G. 
tidian,  have  been  experimenting  with  the  technique  on 
s.  Some  120  ultrasound  scans  of  an  animal's  heart  are  im- 
nted  on  a  single  piece  of  X-ray  film.  Then,  the  film  is 
ced  in  a  box  containing  prisms  and  a  standard  white  light, 
creates  the  appearance  that  you  can  actually  put  your 
;er  inside  the  heart,"  says  Vannan.  The  image  is  life-size,  so 
;tors  can  precisely  measiu-e  defects.  While  heart  holograms 
1  must  be  shown  to  work  consistently  in  humans,  Vannan 
'S  early  research  is  "promising"  and  could  be  a  widely 
lilable  supplement  to  standard  ultrasound. 


IE  SEARCH  FOR  THE 
:RFECT  GLASS  OF  0.  J. 


.  veryone  knows  that  fresh  orange  juice  tastes  better  than 
;|  the  reconstituted  stuff.  But  what  exactly  is  the  differ- 
I  '6?  The  citrus-processing  industry  wants  to  know  which 
iponents  account  for  the  taste  of  freshness  so  that  proces- 
I  s  can,  if  possible,  add  back  key  flavor  components  that  are 
{  larated  out  during  concentration. 

i  Agricultural  Research  Service  scientists  Philip  E.  Shaw 
'  1  Manuel  Moshonas,  along  with  Bela  Buslig  of  the  Florida 
rus  Dept.,  have  wi-itten  a  computer  program  that  ranks 


juices  based  on  a  set  of  25  flavor  components  found  in  fresh 
juice.  To  use  the  program,  a  technician  would  plug  in  data 
from  the  chemical  analysis  of  a  juice  to  rank  its  flavor  against 
a  data  base  of  fresh,  pasteurized,  and  reconstituted  juices.  If 
the  juice  ranked  lower  than  desired,  the  technician  could  de- 
cide which  missing  components  to  restore  to  improve  its  flavor. 
Shaw  hopes  the  system  will  be  tested  next  year:  "It  bypasses 
the  prejudices  of  one  taste  tester  vs.  another  and  translates  a 
juice's  quality  to  a  point  on  a  graph,"  he  says. 


AT&T  BRINGS  MOLECULES 
INTO  SHARPER  FOCUS 


ow  do  you  look  at  a  molecule?  It's  not  so  hard  with  an 
I  electron  microscope— but  getting  a  good  look  with  the 
optical  scanning  type  can  be  devilishly  difficult.  The  prob- 
lem: The  optical  "signature"  of  the  molecule  is  masked  by 
the  huge  volume  of  surrounding  haze.  That  haziness  can  be 
minimized  by  focusing  the  probe  beam  more  tightly.  But  the 
focus  of  conventional  lenses  just  isn't  tight  enough.  Research- 
ers at  AT&T  Bell  Laboratories  say  they  have  solved  that  prob- 
lem with  a  new  kind  of  microscope  that  funnels  light  through 
an  optical  fiber  that  tapers  to  100  billionths  of  a  meter,  or 
one-thousandth  the  width  of  a  human  hair. 

The  Bell  Labs  researchers,  Eric  Betzig  and  Rob  Chichester, 
reported  in  the  issue  of  Science  due  out  on  Nov.  26  that  they 
used  their  "near-field"  scanning  optical  microscope  to  identify 
single  molecules  with  more  than  100  times  the  sensitivity  of 
any  previous  method.  The  system  allows  them  to  generate  a 
precise  map  of  individual  molecules  on  the  surface  of  a  speci- 
men. Bell  Labs  sees  a  wide  range  of  uses  for  the  technology  in 
cell  biology,  analytical  chemistry,  genetics,  and  in  the  new  field 
of  molecular  engineering,  which  involves  building  electrical  and 
mechanical  devices  out  of  individual  molecules.  Last  year. 
Bell  Labs  announced  that  it  used  near-field  imaging  technolo- 
gy with  a  fiber  to  store  data  almost  100  times  as  densely  as 
commercial  optical-storage  systems. 


PIGSKINS  WITH 
A  WHOLE  NEW  SPIN 


Alan  J.  Adler's  Aero- 
bie  flying  ring  is  in 
the  Guinness  Book  of 
Wo)'ld  Records  for  the 
farthest-thrown  object: 
1,2.57  feet.  A  triangular 
boomerang  he  invented, 
the  Aerobie  Orbiter, 
earned  him  an  invitation 
to  give  an  aerodynamics 
lecture  at  NASA's  Ames 
Laboratory.  Now,  his 
Palo  Alto  (Calif.)  compa- 
ny, Superf light  Inc.,  has 
produced  a  foam  football 
with  curved  tail  fins  that  spins  in  flight  at  more  than  1,000 
revolutions  per  minute  on  a  20-yard  throw. 

Two  other  finned  footballs  have  also  bounced  onto  the  mar- 
ket this  year:  the  Vortex  fi-om  OddzOn  Products  Inc.  and 
the  Long  Bomb  from  Little  Kids  Inc.  But  those  have  straight 
fins,  which  slow  their  rotation.  The  Aerobie  Football's  comput- 
er-designed curved  fins  actually  accelerate  its  rotation  in 
flight.  That  makes  it  much  easier  to  throw  a  perfect  spiral. 
Warning  to  southpaws:  You  have  to  throw  the  football  right- 
handed  to  make  the  curved  fins  do  their  work. 
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Its  heated  driver  s  seat  shoulc 
warmly  received. 

Standard  dual  air  bags,  anti-lock  brakes  and 
DynaRide^suspension.  Even  warm  touches  like  VHH| 
an  available  heated  driver's  seat.  You'll  be  very  W/Klr 
comfortable  with  the  quality  of  your  Park  Avenue. 
To  find  out  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
in  America. 


''qIU  I®  ©1993  CM  Corp.  All  rights  reserved  ' 

~":J  ^Park  Avenue  IS  a  reRisiered  trademark  of  CM  Coi^p. 
Buckle  up,:Ainerica!  "  'iiii^^'L,y 


The  Metropolitan  Museum  of  Art 
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From  the  Directo 


This  fall,  a  major  event  occurred  within 
the  walls  of  The  Metropolitan  Museum 
of  Art:  the  opening  of  a  spectacular 
new  museum-within-a-museum  that,  in 
its  first  week  alone,  was  visited  by  more  than 
100,000  visitors  from  around  the  world. 

With  the  opening  of  our  new  galleries  for  igth- 
century  European  paintings  and  sculpture,  we  offer 
to  the  public  a  suite  of  classically  appointed  rooms  so 
vast  and  so  elegantly  designed  that  they  permit  us  to 
exhibit  in  a  grand  setting  more  of  our  great  igth  cen- 
tury  works  than  ever  before,  particularly  our  superb 
Impressionist  and  PostTmpressionist  paintings 
by  Manet,  Monet,  Degas,  Van  Gogh,  Cezanne,  and 
many  others. 

Never  before  in  the  history  of  the  Metropolitan 
Museum— and  certainly  nowhere  else  outside  the 
Musee  d'Orsay  in  Paris— has  a  museum  been  able  to 
install  such  a  large  and  representative  collection  of 
Impressionist  works,  and  never  before  have  they 
been  hung  in  such  a  breathtaking  space.  Visitors 
encounter  21  separate,  distinct  rooms,  many  devoted 


to  individual  artists.  Three  of  these  rooms,  througl 
December  12  only,  have  been  set  aside  for  an  open 
ing  installation  of  the  fabled,  rarely  seen  Annenberj 
Collection  of  53  outstanding  Impressionist  and  Post 
Impressionist  masterpieces. 

The  inauguration  of  these  galleries  begins  at  thj 
Metropolitan  an  era  of  "building  from  within,"  ii 
which  we  dedicate  ourselves  to  redefining  and  refin 
ing  our  spaces  to  best  accommodate  and  present  t( 
the  public  our  encyclopedic  collection  of  art,  frori 
every  continent. ..from  the  earliest  times  to  the  pre 
sent. ..and  at  the  highest  levels  of  quality  and  inven 
tion.  With  pride,  I  invite  you  to  the  Metropohtan 
igth-century  galleries— New  York's  newest  and  on 
of  its  most  important  museums. 


Philippe  de  Montebello 

DIRECTOR 

Vie  Metropolitan  Museum  of  Art 


Vincent  van  Gogh,  Wlteat  Field  with  Cypresses,  1889 
Oil  on  canvas.  Purchase,  The  Annenberg  Foundation  Gift,  1993 
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Maybe  this  is  the  year  you  mak 


Chevrolet,  the  Chevrolet  Emblem,  Corvette  and  the  Corvette  Emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp. 

©1993  GM  Coro.  j^l  Wghts  Reserved.  Buckle  up,  Americ^^ 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LTl  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 

c^OP  Chevrolet  Corvette 


Dod  on  it. 
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By  Gary  Tinterow 

 E^^^SE  »— 


s 
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"Some  day,  I  suppose,  it  will  be  a  great 
museum,"  says  Newland  Archer,  the 
hero  of  Edith  Wharton's  The  Age  of 
Innocence,  when  he  encounters  the 
fledgling  Metropolitan  Museum  of  Art  in  the  i88os. 

hi  the  decades  that  have  come  and  gone  since, 
the  museum  has  blossomed  from  a  few  rooms  to  a 
complex  of  galleries  more  than  four  city  blocks  long. 
Its  collections,  seeded  by  the  gift  of  a  Roman  sar- 
cophagus in  1870,  now  number  well  over  two  mil- 
lion works  of  art.  Today,  the  Metropohtan  Museum 
is  the  most  popular  attraction  in  New  York  City, 
with  4.5  million  visitors  each  year,  and  it  is  consid- 
ered one  of  the  top-ranking  museums  in  the  world. 

Wharton  foretold  a  great  future.  She  could 
never  have  imagined,  however,  the  appeal  that  the 
art  being  created  in  Europe  during  her  own  time 
would  hold  for  later  generations.  Indeed,  the 
19th  century  has  given  us  some  of  the  best- 
loved  moments  in  the  history  of  art,  from  Romanti- 


cism to  Barbizon  to  Impressionism  to  Post-Imprt 
sionism,  and  some  of  its  favorite  names  as  wel 
among  them  Corot,  Manet,  Degas,  Cezanne,  Mon 
Renoir,  Gauguin,  Van  Gogh,  Seurat,  Toulouj 
Lautrec,  Bonnard,  Vuillard,  Matisse,  Picasso,  ai 
Braque. 

The  Metropolitan's  astounding  collectic 
of  19th-century  paintings  and  sculpture  is  tl 
product  of  several  generations  of  careful  collectii 
and  generous  donating,  and  no  less  challenging  th; 
the  effort  to  build  the  collection  has  been  the  effc 
to  house  it  properly.  The  new  galleries  that  open^ 
this  fall  represent  a  dramatic  change  from  any  settii 
that  has  been  created  for  these  works  before.  Wf 
the  museum  has  done  now  is  more  in  line  with  wl 
the  19th-century  artists  themselves  might  ha'' 
envisioned  for  their  works— the  galleries  are  built  ir 
Beaux-Arts  rather  than  a  contemporary  style.  Tf 
new  plan  is  designed  to  fit  into  the  architecture  ail 
ambiance  of  the  overall  museum.  =«> 


Gary  Tinterow  is  the  Engelhard  Curator  of 
Eurofiean  Paintings  at  The  Metropolitan  Museum  of  Art. 


Opening  reception  ot  che  temporary  galleries  ot  1  lie  View  of  the  B.  Gerald  Cantor  Sculpture  Gallery,  installed  with  works  by  Rodin 

Metropolitan  Museum  of  Art  at  681  Fifth  Avenue  on 
February  lo,  1872 
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L  for  Human  Potential 


Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 

my  husband  gave  me  an  NEC  portable  phone. 
^'^^^I  didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite^'^  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 

In  public  and  private  insti-      /x  o 

^  ^ 

tutions.  In  homes  across      /Cn  ^  v 
the  country.  NEC  is  a 
part  of  people's  lives. 


^Talk>!> 
rimers. 


For  more  injormation,  caU  us  at  1-800-338-9549. 


lebrating  30  years  in  America. 
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"A  near-periect  installation."  Such  was  the 
assessment  of  New  York  Times  architecture 
critic  Ada  Louise  Huxlable  in  iq8o,  upon  see 
ing  the  museum's  modern  display  of  its  igth-cen- 
tury  Huropean  paintings  and  sculpture  collection.  But  The 
Andre  Meyer  Galleries,  originally  hilled  as  a  permanent  installa- 
tion, were  closed  and  dismantled  in  iQqi.  barely  ten  years  after 
they  were  inaugurated,  to  make  way  lor  the  recently  opened 
new  rooms  that  are  stylistically  and  conceptually  the  antitheses 
of  the  galleries  that  previously  occupied  the  same  space. 

Few  permanent  installations  at  the  museum  have  lasted  for 
more  than  a  decade.  The  Metropolitan's  first  gallery  (1870),  in 
a  former  dancing  academy  at  681  Fifth  Avenue,  was  a  broad 
skylit  room  that  provided  a  stark  contrast  to  the  dark  series  of 
smaller  rooms  that  comprised  the  museum's  .second  quarters  on 
Fourteenth  Street.  By  1880,  when  the  Metrcipolitan  moved  to  its 
third  and  jx^rmanent  home  in  Central  Park,  four  paintings  gal- 
leries were  provided  on  the  second  floor,  lined  with  burlap  and 
ht  by  daylight  and  gas  hghting— a  commodious  start  for  a  picture 
collection  of  only  174  mostly  Dutch  and  Flemish  paintings. 

When  Wing  A  was  built  at  the  east  end  of  the  bviilding,  the 
paintings  were  hung  three  or  lour  rows  high,  in  the  manner  that 
had  been  customary  since  the  late  16th  century.  But  the  size  of 
the  galleries  was  already  inadequate  by  the  lime  they  opened. 
Wing  B,  opened  in  1888,  had  the  virtue  of  a  more  up-to-date, 
neo-Greek  facade,  but  the  paintings  galleries  were  narrow  rec 
tangular  rooms  often  three  limes  longer  than  they  were  wide. 
I  he  next  extension,  Wing  C,  was  so  intelicitously  designed  that 
it  has  been  subsumed  in  the  course  of  the  museum's  rebuilding 
and  hardly  a  trace  of  the  original  is  visible  today. 

Following  the  Second  World  War,  Francis  Henry  Faylor, 
the  energetic  new  director  of  the  museum,  modernized  the  build- 
ing and  made  stylish  new  rooms  for  the  paintings.  After  the  col- 
lections returned  from  wartime  storage  to  Manhaltan,  he 
embarked  on  a  $9  million  renovation  that  completely  trans- 
formed the  oldest  sections  of  the  building.  The  new  rooms  were 
wider,  and  more  modern  and  expansive.  "It  was  a  period  when 
everyone  wanted  light  and  air,"  wrote  the  curator  of  paintings, 
Theodore  Rousseau,  Jr.,  of  that  1954  refurbishment. 

Through  the  1960s,  the  galleries  were  further  modernized, 
but  the  decoration  and  arrangement  of  the  works  remained 
largely  the  same  until  1969,  when  the  museum's  permanent  col- 
lection was  moved  to  the  north  wing  on  Fifth  Avenue,  abcwe 
the  Egyptian  collections.  The  permanent  collection  was  installed 
in  modern  splendor  in  a  newly  renovated  space  with  enormous 
blank  walls  and  seemingly  endless,  polished  terrazzo  floors. 
Then,  in  1971,  after  the  museum's  centennial  exhibitions 


closed,  Everett  Fahy,  Rousseau's  successor  as  curator  of  pa 
ings,  reinstalled  the  permanent  collection  in  Wings  A,  B,  and 
regrouping  the  pictures  by  national  schools. 

It  was  only  five  years  later,  in  1976,  that  Sir  John  Po 
Hennessy  was  appointed  consultative  chairman  of  the  paintii 
department  and  he  rehung  the  galleries  yet  again.  He  kept 
reorganization  by  national  school,  but  promcited  stylistic  aff 
ties  within  them,  devoting  whole  walls  to  particular  artists, 
far  the  most  dramatic  change  was  the  installation  of  the  igth-c 
tury  paintings  in  a  huge  hall  atop  the  Michael  C.  Rockefe 
Wing,  a  new  area  that  had  been  created  by  architects  Ke 
Roche  John  Dinkeloo  and  Associates  as  part  of  the  ambitic 
master  plan  for  expanding  the  building  that  was  initiated 
1970  and  finally  completed  in  iggi. 

rhis  new  hall  was  an  enormous  clear-span  space,  200 
120  feet,  uninterrupted  by  columns.  The  ceiling  of  the  large  c 
tral  gallery  was  made  entirely  of  i-by-i-foot  glass  panes  s 


Paintings  galleries  in  Wing  A,  photographed  between  1887  and  1902 

pende(J  from  the  trusses  that  supported  the  roof  and  skyligl 
its  seemed  to  stretch  to  infinity  and  let  in  a  large  measure  of  N 
York's  strong  daylight.  The  19th-century  paintings  were  pku 
on  screen-like  partitions,  and  the  works  of  single  artists  wt 
shown  together.  The  Impressionists  and  Post-Impressioni; 
were  given  pride  of  place  in  the  central  area. 
'    V  (he  end  of  the  1980s,  when  these  heavily  visited  galler 
■^r-"^  needed  refurbishing,  it  had  become  clear  that  this  open  p 
was  no  longer  viable.  As  architect  Philip  Johnson  put  it  in  19' 
"That  modern  architecture  thing— with  movable  parlitions  ■ 
gone.  We're  over  that,  over,  over."  Thus,  in  1989,  direi-  1 
Philippe  de  Montelx-llo  asked  David  Harvey,  senior  exhibit 
designer,  and  myself  to  de\'elop  a  new  plan  for  rooms  to 
hou.sed  in  the  same  space  as  The  Andre  Meyer  Galleries. 

Working  within  the  existing  space,  we  develops 
sequence  of  rooms  that  would  have  a  clear  start  and  finish.  ! 
the  director's  request,  we  widened  the  corridor  linking  1 
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"As  Relationships  Strengthen 
They  Turn  Into  Alliances. 
Clients  Like  That" 


Re-engineering.  Restive  boards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong 
tinancial  allies  now  more  than  ever. 

Now  more  than  ever,  Chemical  is  committed  to 
building  strong  and  mutually  valuable  relationships  with  our 
clients— operating  as  banker,  advisor,  and  trading  and 
investment  partner. 

We  forge  relationships  diat  last  by  serving  clients  better 
than  our  competitors,  by  providing  more  of  the  products  and 
services  our  clients  need  than  our  competitors,  by  solving 
more  problems  and  finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  exam- 
ple, we  rank  first  in  the  world  in  loan  syndications,  thanks  to 


structuring  expertise  and  our  strong  emphasis  on  distribution. 
,\s  a  natural  extension  of  these  strengths,  Chemical 
Securities  Inc.  can  now  underwrite  and  deal  in  all  types  of 
debt  secunties  in  the  United  States,  including  corporate  bonds. 

Chemical  also  has  leadership  positions  in  trading, 
treasury,  corporate  finance,  operating  services  and  capital 
markets  activities  worldwide.  And,  at  a  time  when  others  have 
retreated  from  international  arenas,  we  have  a  global  network 
across  .li  countries. 

Our  formidable  market  presence,  growing  capital 
strength  and  higher  credit  ratmgs  have  demonstrably 
increased  our  usefulness  to  our  clients.  Put  Chemical  to  the 
test.  We're  a  financial  ally  with  a  multitude  of  strengths. 


I^Chemical 


Expect  more  from  usr 


i&  1993  Chemical  Banking  Corporation  Chemical  Securities  Inc  -Member  SIPC 


FROM  SHARP  MINDS 
COME  SHARP  PR0DUC1 


©  1993  Sharp  Electronics  Corporation. 


The  galleries  as  they  appeared  in  1988 
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reek  and  Roman  gal- 
ies  at  the  east  end  with 
'  special  exhibition  and 
ith-century  galleries  to 
'  west.  With  a  nod  to 
:  Grande  Galeiie  of  the 
luvre,  the  director 
cided  that  this  great 
llery,  no  longer  a  pas- 
;e,  would  house  sculp- 
e  and  large  Salon  paint 
5s  and  serve  as  a  foyer 
the  rest  of  the  new  gal- 

ies.  We  then  planned  a  circuit  that  would  provide  a  sequence 
rooms  to  be  devoted  to  the  movements  of  the  first  half  of  the 
th  century— Neoclassicism,  Romanticism,  the  Barbizon  school, 
i  Realism— a  sequence  that  would  lead  the  visitor  to  a  large 
itral  gallery. 

[Te  envisioned  a  central  space,  in  which  we  intended  to  hang 
f  the  museum's  collection  of  life-size  figure  paintings  by 
anet,  from  which  one  could  enter  a  suite  of  Degas  galleries  to 

■  east;  a  pair  of  Courbet  galleries  to  the  north  and  st^uth;  or,  to 

■  west,  a  set  of  nine  galleries  tor  Impressionist  and  Post-Impres- 
■nist  paintings,  all  of  which  would  interrelate  in  a  way  that 
owed  the  visitors  to  determine  their  own  path. 

Our  plan  for  the  21  new  galleries  was  approved  in  iggo,  and 
!  next  year  the  Honorable  and  Mrs.  Walter  H.  Annenberg, 
igtime  trustees  of  the  museum,  pledged  $5  million  toward  the 
0  million  renovation.  We  created  a  large-scale  model  that 
abled  us  to  study  scaled  repro- 
ctions  of  the  paintings  in  their 
ture  rooms.  This  model  was 
ormously  helpful,  not  only 
:ause  it  brought  problems  to  the 
rface  at  a  point  when  plans 
aid  still  be  revised,  but  because  it 
;o  enabled  the  Annenbergs  to 
iualize  how  their  extraordinary 
llection  of  19th-century  French 
intings  might  look  if  it  were 
stalled  there.  In  the  winter 

1990-91  the  Annenbergs 
nounced  their  intention  to 
queath  their  collection  to  the 
iseum,  which  in  turn  agreed  to 
dicate  three  galleries  in  the 
w  space  for  the  display  of  their 
:tures. 

We  quickly  realized  that  if  we 
iced  the  Annenberg  collection 
the  three  central  galleries  of  the 


The  new  NeocLutsic  and  Romantic  galleries 


\  icH  iiiio  ihc  new  Courbet  and  Manet  Galleries 

block  of  nine  Impressionist  and  Post-Impressionist  rooms,  their 
collection  would  be  both  self-contained  and  open  to  the  rest  of 
the  fiermanent  collection.  Through  a  careful  placement  of  doors, 
we  have  been  able  to  provide  many  desirable  juxtapositions 
between  Annenberg  pictures  and  other  Museum  pictures. 

The  idea  governing  the  design  of  the  new  galleries  was  to 
create  rooms  similar  in  scale  and  appearance  to  those  for  which 
the  artists  created  their  pictures.  We  hoped  we  could  make  the 
new  galleries  appear  as  if  they  had  been  designed  and  built  by 
McKim,  Mead,  and  White  at  the  turn  of  the  century.  We 
turned  to  the  firm's  original  drawings,  still  kept  in  the  building, 
only  to  learn  that  they  had  not  designed  picture  galleries  lor  the 
museum.  We  adapted  some  details  from  the  McKim,  Mead, 
and  White  designs,  but  soon  realized  that  the  decoration  of  the 
new  galleries  woidd  be  best  approached  by  returning  to  the 
sources  used  by  the  Beaux-Arts  architects:  Vignola  and 
Palladio.  Architect  Alvin  Holm 
ensured  that  the  new  design  was 
correct  in  proportion  and  detail. 

As  a  repository  of  man's  materi- 
al culture  from  all  ages  and  cul- 
tures, the  museum  was  entitled,  we 
felt,  to  use  the  classical  vocabulary 
legitimately  and  without  apology, 
as  it  had  in  the  past.  In  doing  so,  we 
sought  to  create  noble  spaces  that 
are  sober  and  restrained,  spaces  that 
recede  sufficiently  to  allow  the 
paintings  and  sculptures  to  be  seen 
comfortably,  without  distraction. 
We  set  out  to  build  well-propor- 
tioned Beaux-Arts  paintings  gal- 
leries such  as  those  we  thought 
the  museum  had  featured  at  the 
beginning  of  the  century.  In  fact, 
they  had  never  been  built.  So  we 
recreated  the  past  we  wished  we 
had  had.-S> 
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[FiGUKi;  i] 
Eugene  Delacroix 
(French.  lyqS  1863) 
'Hif  Niililic:.  1834  35 
Oil  on  canvas 
Purchase,  GifLs  of 
Cjeorge  N.  anil  Helen 
M.  Richard  and  Mr. 
and  Mrs.  Charles  S. 
McVeigh  and  Bec|uest 
of  Emma  A.  Sheafer, 
by  exchange,  igSg. 
Delacroix's  tender 
scene  of  two  American 
Indians  regarding 
their  newborn 
child  was  based  on 
Chateaubriand's  1801 
novel  AtiiliJ. 


[FlGlIRH  2] 

jacques- Louis  Davicf 
(French,  17481825) 
General  Etieniie  Maur  'u  i- 
Ghard  (1773  1852). 
Marshal  of  France.  1816 
Oil  on  canvas 
Purchase,  Rogers 
and  Fletcher  Funds, 
Bequest  of  Mary 
Wetmore  Shively  in 
memory  of  her 
husband,  Henry  L. 
Shively,  M.D.,  by 
exchange,  1965. 
David,  exiled  from 
France  after  Napoleon's 
defeat  at  Waterloo, 
painted  this  portrait  in 
Brussels,  where  Gerard 
was  also  in  exile. 


|Fi<jURB  3I 
Rosa  Bonheur 
(French,  1822  iSgcj) 
Tlie  Horse  Fair.  1853  55 
Oil  on  canvas 
Gift  ot  Cornelius 
Vanderbilt,  1887. 
Bonheur  ilicssed  as  a 
man  to  atl  i.u  I  less  ,ittcii 
tion  as  she  skelcln  d  th( 
Paris  horse  markcl  in 
preparation  for  painting 
this  successful  work. 
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[Figure  4] 
Honore  Daumier 
(French.  1808-1879) 
The  Tliird'Class 
Carriage,  1863-65 
Oil  on  canvas.  H.O. 
Havemeyer  Collection, 
Bequest  of  Mrs.  H.O. 
Havemeyer,  1929. 
This  celebrated  image 
of  working-class 
travelers  was  produced 
by  tracing  a  watercolor 
and  then  enlarging 
the  composition. 


[Figure  5I 
Edouard  Manet 
(French,  1832-1883) 
Mademoiselle  V!.  in  the 
Costume  of  aiiEspada, 
1862,  Oil  on  canvas 
H.O.  Havemeyer 
Collection,  Bequest 
of  Mrs.  H.O. 
Havemeyer,  1929. 
Purposeful  incon- 
gruities abound  in  this 
painting-the  model, 
Victorine  Meurent,  is 
dressed  as  a  man,  her 
shoes  are  unsuitable 
for  bullfighting,  her 
cape  is  the  wrong  hue, 
and  the  background 
scenes  are  taken  from 
a  set  of  Goya  prints. 


[Figure  6[ 
Hilaire-Germain- 
Edgar  Degas 
(French,  1834-1917) 
T?ic  Little  Fourteen- 
Year-Old  Dancer,  cast 
1922  from  wax 
sculpture  ca.i88o 
Bronze,  tulle  skirt 
and  satin 

H.O.  Havemeyer  Col- 
lection, Bequest  of  Mrs. 
H.O.  Havemeyer,  1929. 
The  care  with  which 
Degas  observed  his 
model,  a  ballet  student 
in  the  Paris  Opera 
named  Marie  van 
Goethem,  is  reflected 
in  the  extraordinary 
number  of  surviving 
sketches  as  well  as  in 
the  preparatory 
sculptural  study  of 
the  figure  in  the  nude. 


//  /^//v'.s'  only  si'i  o/u/s 
to  (ipprcciate  the  full 
performance  ((ipabilities. 
of  its  295-lip  .Wortlistiir 
System. 


Imagine  you  just  stepped  on 
the  aeeelerator  of  an  F^ldorado 
louring  (^oupe  with  the 
Northstar  System  by  Cadillac. 
You  feel  the  surge  of  its 


32-valve,  295-horsepower  V! , 
you  reach  60  mph  in  7.5  seen 
the  Road-Sensing  Suspensiiii 
actually  reading  every  inch  i" 
the  road. 


Ive,  2 9 5- H P  yS  * Road- Sensing  Suspension  •  Traction  Control*  ABt 


Eldorado     Touring  Court 

Creating  A.  Hioher  Standard 


The  feedback  from  the  Speed- 
Sensitive  Steering  grows  pro- 
gressively firmer  as  you  c|iiickly 
pass  100  mph.  Of  course,  you 
A-oukln't  really  do  this  because 


you're  not  a  professional  driver 
on  a  closed  track.  But  if  you 
were,  the  full-range  Traction 
Control  assures  maximimi  grip 
as  you  approach  150  mph. 


I  IN  A   IM  A  rX  E  R 

OF  SECONDS, 
IX  C RE AXES 
A  HIGHER 
SXANDARD. 
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[FlUURB  7] 

Hilaire-Germain 
Edgar  Degas 
(French,  1834  1917) 
The  Dancing  Class,  1871 
Oil  on  wood 
H.O.  Havemeyer 
Collection,  Bequest 
ofMrs.  HX). 
Havemeyer,  lyzg. 
This  small  painting 
was  Degas's  first  of 
many  depictions  of 
a  dance  class. 


[Figure  8] 
Auguste  Kodin 
(French,  1840  1917) 
Tiie  Bronze  A^e, 
modeled  1876 
Bronze 

Bequest  of  Stephen 
C.  Clark,  1967. 
The  lively  modeling 
of  the  nude  and  its 
deceptively  realistic 
appearance  represented 
such  a  departure  from 
the  conventions  of 
academic  sculpture  of 
the  time  that  Rodin  was 
accused  of  casting  from 
a  live  model. 


[Ficure  g] 
Claude  Monet 
(French,  1840-1926) 
Garden  at  Sabite 
Adreise,  1867 
Oil  on  canvas 
Purchase,  special 
conlribulions  ami 
funds  given  or 
bequeathed  by  frieitds 
of  the  Museum,  1967. 
Monet  spent  the 
summer  ol  1867 
with  his  hunily  at  the 
seaside  resort  ol  Sainte- 
Adresse.  where  he 
painted  this  woik. 
His  lather  and  auni  are 
sealed  in  the  foreground 
lacing  the  sea  and  the 
couple  standing  may  be 
his  cousin  and  uncle. 
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[Figure  lo] 
Paul  Cezanne 
(French,  1839-1906) 
The  Card  Players, 
early  1890s 
Oil  on  canvas 
Bequest  of  Stephen 
C.  Clark,  i960. 
Cezanne  painted  five 
versions  of  this  ambi- 
tious genre  scene. 


[Figure  ii[ 
Claude  Monet 
(French,  1840-1926) 
La  Grenoinllere,  1869 
Oil  on  canvas 
H.O.  Havemeyer 
Collection,  Bequest 
of  Mrs.  H.O. 
Havemeyer,  1929. 
In  1869  Monet  and 
Renoir  lived  near  each 
other  west  of  Paris 
and  both  painted  pic- 
tures of  the  swimming 
spot  of  La  Grenouillere. 


[Figure  12[ 
Pierre- Auguste  Renoir 
(French,  1841-1919) 
By  the  Seashore,  1883 
Oil  on  canvas 
H.O.  Havemeyer 
Collection,  Bequest 
of  Mrs.  H.O. 
Havemeyer,  1929. 
The  porcelain  smooth- 
ness of  the  girl's  face 
and  the  careful  drawing 
of  the  figure  show  the 
influences  of  Renoir's 
trip  to  Italy  in  1881. 
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¥)ur  family  will  like  the  new  IBM  PS/1 
multimedia  system  better. 
For  one  thing,  it  comes  with  a  Teddy 


any  PCs  give  you  multimedia  but 
)body  brings  it  to  life  like  the  new 
5/1®  right  down  to  a  rare  speech  ^r^^ 
I  a  popular  rough  rider. 

Adventure  lives  in 
e  1993  Compton  s™  Inter- 
;tive  Encyclopedia^  Get 


/         V      i ,  I.  1.  S  \,  I 


/..^-■^imbA  .  ^aaa — \iA'k^ssti\      \  \  \ 


family  vacation,  you  might  get 
friends  to  watch.  Especially  when 
you  add  a  little  music  from  your 
favorite  CDs,  thanks  to 
MCS  MusicRack™  PS/1 
(ills  your  computing 


needs,  pre-installed 


ady  for  Teddy  and  thousands  of  other  entries,  with  DOS  6.0,  Windows™  3.1,  Works  for  Windows™ 
irresistibly  presented  that  your  children  might     and  two  online  services.  Most  models  meet 


en  take  a  break  from  their  video  games. 

And  its  only  a  part  of  the  $800  mul- 
iiedia  software  value  that's  included. 

With  PS/1  Photo  Display  you  can 
it  your  photos  on  compact  discs  like 
Kodak®  Photo  CD™  and  show  them 
1  your  monitor.  When  you  re-live  that 


PS/1 

Power  Made  Easy 

(//;  U> 
4H6S\25MHz 
IhnMr  Sp<'f<l  ri.SOI/W 
CI)  ROM 
Sound  HlasliT  /6'" 
iiinlii)  curd  &  sjii'itki-rs 
24:mB  lUmilileSparcj 
1 7()MB  HI) 
Willi  Rdjnd  Resiiine  " 


EPA  Energy  Star™  requirements.  It  s 
backed  by  IBM  quality  and  support. 

With  extras  like  these  you'll  get 
more  out  of  the  PS/1  than  most  any  other 
computer.  You  can  start  now  by  call- 
ing 1  800  IBM-3377   — . 

for  a  retailer  near  you.  :Ez:Ez^:E  ~  E: 


as  a  matter  of  policy,  does  not  endorse  any  particular  company  or  its  products  IBM  and  PS/1  are  legistered  trademarks  and  Rapid  Resume  is  a  trademark  of  International  Business  Mactimes  Corpoiation 
All  other  products  and  company  names  are  trademarks  and/or  registered  trademarks  of  ttieir  respective  holders  ©  1993 IBU  Corp 
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[Figure  13] 

Pietre-Auguste  Renoir 
(French.  18411919) 
MuJame  Georga 
Charpentier  (Marguerite 
Lemonnier,  died  1904) 
ami  Her  Cli/Urcii, 
Cn'orijfttf  (born  1872) 
and  Paul  (1875-1895), 
187S,  Oil  on  canvas 
Catharine  Lorillard 
Wolfe  Collection, 
Wolfe  Fund,  1907. 
The  eminent  publisher 
Georges  Charpentier 
and  his  wife  occupied 
an  important  position 
in  the  intellectual  and 
social  life  of  Paris.  This 
painting  was  exhibited 
at  the  official  Salon  to 
great  acclaim. 


[FlCirRE  14] 
Auguste  Rodin 
(French,  18401917) 
Adam,  modeled  1880, 
cast  1910,  Bronze. 
Gift  of  Thomas 
F.  Ryan,  igio. 
Rodin  was  deeply 
influenced  by  the 
work  of  Michelangelo. 


[FiGlIRh  1 5] 

Paul  Gauguin 
(French,  1848  1903) 
la  Or  ana  Maria 
(Ihil  Marv).  i8gi 
Oil  on  canvas 
Bequest  of  Sam  A. 
Lewisohn,  1951. 
The  artist,  visiting 
Tahiti  tor  the  first  time, 
adapted  vernacular  art 
and  customs  of  the 
South  Pacific  while 
expressing  a  Christian 
theme.  The  title,  in 
native  dialect,  was  the 
angel  Gabriel's  greeting 
to  the  Virgin  Mary  at 
the  Annunciation. 
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[Figure  i6] 
Vincent  van  Gogh 
(Dutch,  1853-1890) 
Self -portrait  with  a 
Straw  Hat.  1887 
Oil  on  canvas 
Bequest  of  Miss  Ade- 
laide Milton  de  Groot 
(1876-1967),  1967. 
Van  Gogh  painted 
at  least  24  self-portraits 
in  Paris  between 
March  1886  and 
February  1888;  this 
one  shows  his  aware- 
ness of  Neo-Impres- 
sionist  technique  and 
color  theory. 


[Figure  17] 
Auguste  Rodin 
(French,  1840-1917) 
Final  Study  jor  the 
Monument  to  Balzac, 
modeled  1898,  cast 
1972,  Bronze. 
Gift  of  B.Gerald 
Cantor  Art 
Foundation,  1984. 
Rodin  tried  to  create 
a  vivid  image  of 
Balzac  in  his  numerous 
preparatory  studies 
tor  a  monument 
honoring  the  author 
to  be  erected  at  the 
Palais  Royal  in  Paris. 
The  final  figure,  more 
a  symbol  than  a  por- 
trait, created  a  furor 
and  was  rejected. 


[Figure  18] 
Georges-Pierre  Seurat 
(French,  1859-1891) 
Circus  Sideshow, 
1887-88 
Oil  on  canvas 
Bequest  of  Stephen 
C.  Clark,  1960. 
This  is  Seurat's  first 
nocturnal  scene  in  oil 
and  also  the  first  to 
depict  a  popular  enter- 
tainment, a  subject  that 
would  dominate  his 
large  projects  for  the 
rest  of  his  brief  career. 
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HowThe  Collection  Was  Formei 


The  Metropolitan  Museum  of  Art,  unlike  its  European  counterparts,  was  built  not  upon  roya  > 
state  collections  but  with  works  of  art  given  by  private  citizens.  Some  of  the  donors  were  fabuk 
ly  wealthy  industrialists  who  amassed  enormous  collections,  such  as  J.  P.  Morgan  and  H.  O.  He 
nieyer  and  his  wife,  Louisine.  Others  were  modest  art  lovers,  like  Mary  Goldenberg,  who  gave 
museum  its  first  Courbet,  A  Boat  on  the  Shore,  in  iSgg. 

Here  are  some  of  the  donors  whose  taste,  enthusiasms,  and  accumulated  gifts  helped  form  the  Metropoli. 
Museum's  extraordinary  collection  of  igth-century  European  paintings  and  sculpture: 


CORNELIOS  P.  VANDERBILT.  Few  if  any  of  the 
museum's  paintings  have  enjoyed  such  wide  popu- 
larity and  respect  from  connoisseurs  as  Rosa  Bon- 
heur's  Jlw  Hone  Fair,  which  Vanderbilt,  a  museum 
trustee,  presented  to  the  MetropoHtan  in  March 
1887.  He  had  purchased  it  for  $53,000  after  the 
death  of  its  former  owner,  A.  T.  Stewart  of  New 
York,  who  in  turn  had  bought  it  tor  30,000  francs 
(about  $6,000). 

HENRY  HILTON.  Meissonier's  celebrated  military 
canvas,  Fricdland,  also  from  the  collection  of  A.  T. 
Stewart,  was  bought  by  Judge  Hilton  for  $66,000 
and  given  to  the  museum  in  iHSy.  Said  the  artist 
about  the  work:  "I  have  bestowed  all  the  science  and 
experience  I  have  been  able  to  acquire  in  my  art." 

ERWiN  DAViS,  another  New  York-based  entre- 
preneur, started  to  buy  French  and  American  igth- 
century  paintings  in  1880,  largely  guided  by  the 
painter  J.  Alden  Weir.  He  became  one  of  the  earliest 
patrons  of  Impressionist  art  and  donated  to  the 
Metropolitan  the  tirst  Impressionist  paintings  to 
enter  any  American  museum:  Manet's  Woman  with 
a  Parrot  and  Boy  with  a  Sword. 

CATHARINE  LORILLARD  WOLFE  had,  from  ear- 
ly life,  cultivated  an  affection  for  the  fine  arts,  and 
she  was  one  of  the  earliest  members  of  the  museum 
as  well  as  a  devoted  collector  of  masters  in  the  mod- 
ern schools.  She  bequeathed  to  the  Metropolitan  a 
fund  that  provides  for  her  collection's  future 
growth.  The  Wolfe  Fund  has  since  made  possible 
the  acquisition  of.  among  other  masterpieces,  one  of 
Renoir's  j^ceatest  works,  Madame  Charpeiitier  and 
Her  Children. 

THE  ROGERS  FUND.  In  1901  Jacob  S.  Rogers 
died,  leaving  $4.5  million  to  establish  a  fund  for  buy- 
ing "rare  and  desirable"  works  of  art  as  well  as  books 
for  the  museum  library.  Rogers  had  been  a  member 


Portrait  of  Erwin  Davis 
as  an  old  man  painted 
by  John  Alden  Weir 
(American  Academy 
Institute  of  Arts  and 

Letters;  photo: 
Geoffrey  Clements) 


Alexandre  Cabanel, 
Catharine  Lorillard 
Wolfe,  1867.  Oil  on 
canvas,  Catharine 
Lorillard  Wolfe 
Collection,  Bequest  of 
Catharine  Lorillard 
Wolfe,  1887 


Jacob  S.  Rogers 

1^ 


of  the  museum  since  1881  (paying  his  annual 
dues)  and  must  have  come  to  the  conclusion  thai 
museum  was  capable  of  using  large  means  wi- 
The  Rogers  bequest  changed  the  whole  nature  of|t 
museum:  overnight  it  found  itself  a  powerful  bi 
of  art. 

COLLIS  P.  HUNTINGTON.  Vermeer's  Lady 
a  Lute  and  two  masterpieces  of  English  paini 
Lawrence's  Calmady  Children  and  Reynolds'  1 
Sinitli  and  Her  Children,  were  among  the  exqu 
works  in  the  paintings  collection  bequeathet  .' 
Huntington  in  1900. 

When  Auguste  Rodin  died  in  November  ic 
the  major  portion  of  the  Metropolitan's  exten 
collection  of  his  sculpture  had  already  been  acqui 
In  fact,  by  1912  the  museum  had  opened  a  gal 
devoted  entirely  to  Rodin,  a  real  tribute  to  the  arl : 
stature  since  the  acquisition  of  large  bodies  of  w 
by  living  artists  was  not  yet  commonplace.  Two  ( 
donors  ot  works  by  Rodin  are  particularly  not. 
The  first  is  SAMUEL  P.  AVERY,  one  of  the  musei 
founding  trustees  and  a  guiding  spirit  in  the  ( 
years  of  the  institution,  who  in  1893  donated  Roci 
exceptional  bronze  bust  of  Saint  John  the  Baptist, 
other  is  THOMAS  FORTUNE  RYAN,  a  rags-to-ri( 
businessman  who  hated  the  artist's  (accurately)  r 
portrait  of  him  but  who  donated  many  of  Rod 
other  sculptures  to  the  Metropolitan.  The  mus( 
also  commissioned  a  bronze  of  A.dam  after  sculpt 
trustee  Daniel  Chester  French  saw  the  plaster  m( 
for  the  work  in  Rodin's  studio  in  1910. 

BEN|AMIN  ALTMAN.  The  New  York  departi 
store  magnate  died  in  1913,  leaving  $35  millio: 
philanthropic  institutions  in  New  York  City,  inc 
ing  the  greatest  bequest  the  Metropolitan  had  < 
received.  In  it  were  works  by  old  masters  (inclui  1 
Fra  Angelico,  Titian,  Rembrandt,  and  Van  D)^ 
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Often,  when  called  upon  to  give  a  toast,  the 

sentiment  is  near  at  nand  but  the  words 
seem  so  far  away.  Herewith  some  assistance, 
courtesy  of  The  GlenUvet. 

♦ 

Here's  to  starting  at  the  top  and  working  our  way  up. 
♦ 

Here's  wishing  you  all  the  happiness  you  want,  and  a 
touch  of  sorrow  to  show  the  difference. 

♦ 

Here's  to  common  sense,  as  uncommon 
as  it  is  these  days. 

♦ 

Here's  to  our  creditors.  Long  may  they  waive. 
♦ 

Here's  to  living  up  to  our  own  expectations  and  not 
someone  else's. 

♦ 

Here's  to  living  it  up,  as  long  as  we  can  live  it  down. 
♦ 

1  give  you  good  fortune.  May  you  master  it, 
not  be  mastered  by  it. 

♦ 

Here's  to  lenders.  May  they  take  less  and  less 
interest  in  us  every  day 

♦ 

Here's  to  The  Glenlivet.  May  you  make  the 
wise  choice  and  give  it  to  everyone  who  deserves 
the  best  single  malt  scotch  of  all  time.  Mellow 
smoothness,  rich  flavor  and  aroma,  a  consistent 
reward  to  the  palate.  Visit  your  retailer  or,  to  have  a 
gift  of  The  Glenlivet  sent,  call  1-800-BE  THERE. 


Those  who  appreciate  quality  enjoy  it  responsibly 


may  be  best  given  in  our  unusual  glasses  emblazoned  with  The  Glenlivet  crest  A  pair 
of  these  octagonalrshaped  rocks^glasses  is  yours  for  $6.99.  Please  make  check  payable  to 
The  GlenBvel  Offer.  Send  with  name  and  address  to  The  Glenlivet  Offer,  PO  Box  6059, 
ely  MD  21660.  Allow  6-8  weeks  for  delivery.  Void  where  prohibited  by  law. 


THE  GLENLIVET  •  UNHURRIED  SINCE  1824  

t  Distilling  Company,  N.Y,  N.Y.  12-Year-Old  Single  Malt  Scotch  Whisky,  Ak.  43%i'40%  by  VoL  {86«0  Proof)  Thp  GlenUvet  is  a  registei 
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and  Chinese  porcelain,  as  well  as  many  modern 
paintings,  which  were  given  a  special  exhibition  in 
the  museum  in  1914.  Of  the  French  paintings,  three 
Corots-all  landscapes  trom  his  later  period-are 
particularly  noteworthy. 

THEODORE  M.  DAVLS  of  Rhode  Island  be- 
queathed in  1915  his  collection  of  more  than  a  thou- 
sand objects  covering  a  wide  range  of  periods  from 
ancient  Egypt  to  the  present.  The  more  modern 
works  include  one  from  Claude  Monet's  great  series 
oi  Rouen  Cathedral  and  a  tender  landscape  by 
Corot. 

GEORGE  F.  BAKER,  a  museum  trustee  and  a 
member  of  its  executive  committee,  gave  to  the  Met- 
ropolitan Henri  Regnault's  famous  Salomi.  of  which 
Theophile  Gautier  wrote:  "His  is  the  most  remark- 
able individuality  among  the  young  generation  of 
artists;  to  be  in  the  first  rank  amongst  the  moderns 
seems  to  be  his  due,  if  he  has  not  already  reached  it." 

ISAAC  D.  FLETCHER  from  Bangor,  Maine,  be- 
came a  successful  merchant  and  museum  benefactor. 
The  bequest  of  his  art  collection  to  the  Metropolitan 
included  a  striking  portrait  of  Mile  Charlotte  du  Val 
d'Ognes,  a  painting  that  bears  no  signature  and  was 
regarded  for  many  years  as  a  celebrated  portrait  by 
Jacques-Louis  David.  A  1950  museum  bulletin  puts 
forth  the  theory  that  the  painter  may  in  fact  have 
been  Madame  Constance  Marie  Charpentier  and 
adds,  "the  notion  that  our  portrait  of  Mile  Charlotte 
may  have  been  painted  by  a  woman  is,  let  us  confess, 
an  attractive  idea." 

Many  women  were  benetactresses  ot  the  muse- 
um in  its  early  years,  beg  inning  with  Catharine 
Lorillard  Wolfe  and  followed  soon  after  by  MARY 
GOLDENBERG  (Courbet's  A  Boat  on  the  Shore). 
ELIZABETH  MILBANK  ANDERSON  (Courbet's 
Louis  Gueymard  as  Robert  le  Diahle,  for  which  the 
sitter  was  the  famous  Paris  Opera  tenor),  and  MARY 
(Monet's  Sprinq  IFruil  Trees 
in  Bloom j).  Little  is  known  of  their  personal  lives  or 
their  private  collections  beyond  the  gifts  they  made 
lo  the  Metropolitan. 

HJiGO  REISINGER  was  a  discriminating  collector 
of  modern  art  and  an  enthusiastic  promoter  of  cultur- 
al exchanges  between  his  native  Germany  and  the 
United  States.  He  bequeathed  to  the  Metropolitan 
Museum  a  fund  for  the  acquisition  of  paintings  and 
sculpture  by  German  artists,  and  this  fund  was  used 
to  buy  Arnold  Bocklin's  The  Island  of  the  Dead,  a 
work  more  widely  known  than  any  other  created  in 
Germany  since  the  16th  century. 


Collis  P.  Huntington 


Portrait  ot  Benjamin 
Aitman  by  Ellen  Emmet 
Rand,  bequeathed  to 

the  Museum  by 
Mr.  Aitman  in  19I) 


Theodore  M.  Uavi4 


Portrait  of  Isaac  D. 
Fletcher  (1914)  by 
Carnig  Eksergian, 
bequeathed  to  the 
Metropolitan  Museum 
by  Mr.  Fletcher  in  1917 


WILLIAM  H.  HERRIMAN.  Upon  the  deal 
Gustave  Moreau  in  1898,  it  was  found  that  the 
had  left  his  home  in  Paris,  with  the  rough!)  1 
paintings  and  studies  in  it,  to  the  French  nabi 
These  have  since  been  made  into  the  Gustave  Iv^i 
au  Museum.  One  of  the  few  works  by  Moreau '3 
side  France  is  the  painting  Oedipus  and  the  Sj>l 
which  belonged  to  Herriman  and  was  bequeathejb 
him  to  the  Metropolitan. 

H.O.  AND  LOUISINE  HAVEMEYER.  Heir 
Osborne  Havemeyer,  head  of  the  American  S^i 
Refining  Company,  became  one  of  the  museu 
principal  benefactors  in  1888.  Encouraged  hyi 
wife  Louisine,  he  amassed  by  the  time  of  his  deal 
1907  one  of  the  greatest  private  collections  of  old  o 
contemporary  masterworks,  which  Mrs.  Havem't 
continued  to  augment  until  her  death  in  1929,}! 
year  of  the  family's  major  bequest  to  the  Metroi*! 
tan.  It  was  through  her  friendship  with  Mary 
satt,  the  American  expatriate  painter,  that  Mrs.  H/( 
meyer  first  came  in  contact  with  the  Impressici; 
artists  in  Paris,  among  them  Degas,  whose  works  a: 
ticularly  enchanted  her.  Museum  curator  A.  Hj 
Mayor  wrote  in  1957  that  the  Havemeyer  "Ma 
and  Degas  and  Courbets  are  so  fine  that  th$ 
painters  can  now  be  seen  better  in  America  tha: 
home.  The  collection  has  become  a  part  of  all  11 
lives,  and  New  York  would  no  longer  be  quite  1 
if  one  now  took  away  the  series  of  Degas  paint  ^ 
and  bronzes,  Goya's  Majas  on  a  Balcony,  o  E 
Greco's  storm  over  Toledo." 

LILLIE  P.  BLISS.  No  privately  owned  collect 
in  New  York  was  better  known  in  the  1920s  tii 
that  of  Miss  Bliss,  who  bequeathed  13  works  ofu 
to  the  museum,  including  Daumier's  The  Laiaul 
and  Monet's  Manneporte  near  Etretat.  The  forei 
master  of  Impressionism,  Monet,  was  by  this  p; 
well  represented  at  the  museum,  through  wc< 
accumulated  Irom  the  Hat-emeyer  Collectin 
Theodore  M.  Davis,  and  Lillie  Bliss. 

JULIA  W.  EMMONS,  who  died  in  1956,  bequeF 
ed  five  splendid  paintings  dating  from  1882  to  ic 
including  Renoir's  The  Bay  of  Naples  and  Mor  ' 
Mortiing  on  the  Seine  near  Giverny. 

HARRY  PAYNE  BINGHAM,  Twenty  years  aftei 
loaned  Courbet's  Demoiselles  de  Village  to  the  Mtc 
politan  for  its  5oth-anniversary  celebration,  Bingh 
made  it  a  formal  gift.  Of  this  work,  the  artist  sail ' 
have  made  something  gracious";  of  its  exhibitioiii 
the  museum,  one  curator  wrote  that  it  "radiate[s  t 
sane  sweetness  through  the  galleries  of  French  pj  t 
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your  eyes . 

What  you  see  here  is  fact,  not  fiction.  Our  new  Komatsu 
excavators  can  fill  a  glass  or  hoist  a  heavy  load  with 
equal  ease.  Thanks  to  advanced  hydraulics  and  simple 
operation,  they  have  the  flexibility  of  human  motion. 
Soon,  they'll  be  working  worldwide. 

That's  the  new  power  and  precision  of  Komatsu 
construction  machines  and  industrial  machines.  Built 
for  local  needs,  in  cooperation  with  local  partners. 
See  Komatsu  in  action.  You'll  be  amazed. 
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in^s."  One  of  Degas's  greatest  ballet  paintings,  Tlie 
Daiici'  Lt'sson,  went  to  the  museum  as  a  bequest  of 
Mis.  Harry  Payne  Bingham  in  1986. 

This  leading  real-estate 
developer,  art  patron,  and  amateur  painter  be 
queathed  to  the  Metropolitan  Museum  Redon's  Pan 
dord.  a  work  lypical  of  the  artist's  mythological 
pictures,  in  which  a  delicately  drawn  figure  clutches 
the  box  that  would  release  all  the  evils  that  have 
plagued  mankind. 

;  0S80RN,  a  president  of  the 
Metrojiolilan  Museum,  was  a  boyhood  friend  of 
Freileric  Edwin  Church,  the  leading  Hudson  River 
School  painter.  Church  influenced  Osborn's 
predilection  for  landscapes  and  the  formation  of 
his  choice  collection  of  modern  French  paintings. 
Osborn  gave  the  museum  Manet's  Spanish  Singer 
and  later  bequeathed  works  including  Monet's 
Res^atta  at  Sainte  Adressc  and  Pissarro's  jallais  HiU, 
Pontoisf. 

SAMUEL  A.  LEWISOHN,  a  pioneer  in  industrial 
relations,  was  a  lawyer  who  gave  up  practice  to 
assume  control  ot  his  family's  mining  interests.  Also 
a  trustee  ol  the  Metropolitan,  he  wrote  books  on  both 
industry  and  painting,  anil  he  built  a  noted  collection 
ot  moilern  works  in  his  home  that  reilected  a  special 
enthusiasm  for  the  art  of  the  French  Impressionists. 
Two  outstanding  paintings  bequeathed  by  him  to  the 
museum  were  Cezanne's  Still  Life  with  Applt's  and 
PriiHroscs- which  had  been  presented  by  the  artist  to 
Claude  Monet  and  once  hung  over  Monet's  bed  in 
Giverny-and  Gauguin's  la  Orana  Maria,  which 
signals  the  artist's  1891  arrival  in  lahiti  and  that 
important  phase  of  his  art. 

MR.  ANS, 

AND  MRS.  \i)iiH  L.  i.Ur.u.  The  benelactions  ot  the 
Bernhards,  who  donated  funds  for  the  acquisition  ot 
paintings,  and  the  Loebs,  who  in  1962  gave  the  Met 
Van  Gogh's  glorious  Oleanden,  may  be  seen  as  part 
ol  a  family  tradition.  Mrs.  Bernhard  and  Mrs.  Loeb 
were  the  (daughters  of  Adele  and  Arthur  Lehman,  a 
relative  ol  Philip  Lehman,  who  with  his  son  Robert 
formei]  one  ol  the  world's  finest  private  collections. 
Adele  Lehman's  father,  Adolph  Lewisohn,  and  her 
brother  Samuel  were  two  of  the  most  inspired  collec- 
tors this  country  has  ever  known.  The  museum's 
collections  have  been  enormously  enriched  by  the 
extraordinary  bequests  of  Samuel  Lewisohn  in  1951, 
Adele  Lehman  in  1965,  .md  Robert  Lehman  in  1975. 
From  generation  to  generation  and  from  Pissarro  to 
Van  Gogh,  the  Metropolitan  has  been  heir  to  the 


///  the  StHtiio  by  Gari 
Melchers,  showing  the 
artist  and  his  patron 

Hugo  Reisingcr 
(MMA,  Gift  of  Curt 
H.  Reisinger,  1956) 


Photograph  of  H.O.  and 
Louisine  Havemeyer 
in  Paris  in  1889 
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Portrait  ot  William 
Church  Osborn,  1945, 
by  Michel  Alexander 
Werboflf  (Arthur 
Hoppock  Hearn 
Fund,  1945) 


Samuel  A.  Lewisohn 
(NYT  Pictures) 


legacy  of  these  distinguished  New  York  families. 

ADELE  R,  LEVY,  In  1961  Alfred  H.  Barr,  Jr.,  ( 
scribed  the  late  Adele  R.  Levy  as  a  "woman  ot  r; 
good  taste  and,  perhaps  more  important,  a  woman 
courage,  sense  of  responsibility,  and  vision."  / 
enthusiastic  art  collector,  philanthropist,  and  ci\ 
and  social-service  leader,  Mrs.  Levy  gave  her  coll 
tion  of  modern  paintings  to  several  American  mu 
ums  across  the  country,  where  the  individual  gi 
best  complemented  or  extended  existing  collectioi 
She  gave  Vincent  van  Gogh's  Irises  to  the  Metropc 
tan  in  1958. 

STEPHEN  C.  CLARK,  heir  to  the  Singer  Sewi 
Machine  Company  and  founder  of  the  Natior 
Baseball  Hall  of  Fame,  was  a  noted  collector  a: 
patron  ot  the  arts.  His  collection  came  to  be  kno\ 
here  and  abroatJ  as  one  of  the  few  really  great  mode 
collections  of  our  times.  By  his  will  he  bequeathed 
the  museum  all  of  his  paintings  and  drawings 
Cezanne,  Degas,  El  Greco,  and  Seurat.  These  incli 
ed  Seurat's  Cirem  Sideshow,  and  Cezanne's  Mada 
Cezanne  in  the  Conservatory  and  Tlie  Card  Players. 

MR.  AND  MRS.  HENRY  ITTLESON,  JR.  The  fi 
Sisley  to  enter  the  museum  was  a  landscape  given 
the  Ittlesons,  The  Bridge  at  Villeneuve  la-Garen] 
They  also  established  a  purchase  fund  for  acqui 
tions,  which  has  enabled  the  museum  to  add  to  t 
collection  two  Renoirs,  two  Cezannes,  two  Redoi 
and  a  Van  Gogh. 

ADELAIDE  MILTON  DE  GROOT  died  in  her  nil 
ty-first  year,  leaving  the  museum  her  entire  coUecti 
of  paintings,  some  of  which  had  already  been  on  lo 
tor  many  years.  Miss  de  Groot  was  trained  as 
artist  and  took  an  interest  in  painting  of  all  perioi 
Her  collection  ranged  from  important  panels  by  t 
17th-century  Flemings  Rubens  and  Jordaens, 
Delacroix's  opulent  Still  Life  of  Flowers  in  a  Park  [B, 
ket  of  Flowersj,  Toulouse-Lautrec's  sketch  Tlie  Engli 
man  at  the  Moulin  Rouge,  and  a  moving  early  self-p 
trait  by  Vincent  van  Gogh.  The  Adelaide  Milton 
C^root  Fund  still  supports  archaeological  investij 
tion,  excavation,  and  research. 

jOAN  WHITNEY  PAYSON  was  co-owner  of  t 
Greentree  racing  stable,  and  as  an  enthusiastic  ba 
ball  tan  she  became  the  first  principal  owner  of  t 
New  York  Mets  in  1962.  But  painting  and  sculpti 
were  her  primary  lifelong  interest.  As  a  musei 
trustee,  she  enabled  the  Metropolitan  to  acquir* 
number  ot  important  works  at  auction,  and  at  1: 
death  in  1975,  the  museum  received  ten  paintir 
from  her  collection,  including  works  by  Sign; 


Business  Wi  pk      ♦      Decembi  r  fS.  igg3 
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Manet,  Cezanne,  and  Toulouse  Lautrec. 

ROBERT  LEHMAN.  The  Lehmans  lovingly  accu- 
mulated an  extraordinary  range  of  art-Philip 
Lehman  in  the  quarter  century  before  his  death  in 
1926,  and  son  Robert,  who  in  the  field  of  modern 
French  painting  assembled  striking  groups  of  Fauve 
and  Pointillist  paintings  and  watercolors. 

MRS.  BERTRAM  SMITH.  Water  lilies  preoccu- 
pied Claude  Monet  at  the  end  of  his  career  and  they 
are  the  subject  most  closely  identified  in  the  public 
mind  with  his  work.  Mrs.  Smith  closed  a  major  gap 
in  the  museum's  collection  with  the  donation  of  a 
superb  late  water  lily  work. 

JOANNE  TOOR  COMHINGS's  generosity  similarly 
redressed  an  imbalance  in  the  museum's  Gauguin 
holdings  with  her  promised  gift  of  Sfiil  Life  with 
Sunflowers  and  Puvis  de  Chavamies's  "Hope",  one  ot 
the  great  symbolic  works  of  Gauguin's  last  years  and 
the  museum's  first  still  life  by  that  artist. 

MR.  AND  MRS.  B.  GERALD  CANTOR.  Forty- 
eight  years  ago  Mr.  Cantor,  then  a  young  entrepre- 
neur, visited  the  Metropolitan  Museum  and  fell  in 
love  with  a  marble  sculpture-Rodin's  Hand  0}  God. 
Two  years  later,  he  bought  a  small  bronze  version  of 
the  work  and  began  what  would  ultimately  become 
the  most  comprehensive  private  collection  of  Rodin 
sculptures  in  the  world.  Over  the  years  the  Cantors 
have  generously  given  the  museum  an  impressive 
collection  of  Rodin  sculptures,  including  The 
Burghers  0}  Calais.  The  Cantors  have  contributed 
most  notably  to  the  building  and  renovation  of  gal- 
leries in  the  museum:  the  B.  Gerald  Cantor  Sculp- 
ture Gallery,  The  Iris  and  B.  Gerald  Cantor  Galleries 
(for  European  19th-century  sculpture  and  decorative 
arts),  the  Iris  and  B.  Gerald  Cantor  Exhibition  Hall, 
and  The  Iris  and  B.  Gerald  Cantor  Roof  Garden. 

MR.  AND  MRS.  DAVID  ROCKEFELLER.  In 
November  1992  the  museum's  director,  Philippe  de 
Montebello,  announced  the  acquisition  of  eight 
important  French  Impressionist  works,  gifts  of 
several  of  the  Metropolitan's  most  generous  patrons. 
Among  these  was  Edouard  Manet's  The  Brioche,  a 
strong  and  splendidly  painted  still  lite  in  oil  inspired 
by  a  Chardin  .still  life  that  the  artist  had  seen  in  the 
Louvre.  It  is  a  partial  and  promised  gift  of  Mr.  and 
Mrs.  David  Rockefeller,  supporters  of  the  museum 
since  1946  and  distinguished  collectors  of  19th-  and 
20th-century  paintings. 

lANICE  H.  LEVIN  Along  with  a  grant  sup- 
porting the  renovation  of  the  museum's  new  gal- 
leries for  19th-century  painting,  Mrs.  Levin,  a 


Photograpti  of  Miss  de 
Groot  with  Van  Gogh's 

Self-portrait  with  a 
Straw  Hat,  which  she 
bequeathed  to  the 
Museum  in  1967, 
along  with  the  rest 
of  her  collection 


Joan  Whitney  Payson 
at  home,  1950s 
(photo  courtesy 
John  and  Joanne 
Payson  and  family) 


The  Honorable  and  Mrs. 
Walter  H.  Annenberg 
(Photo:  Joyce  Rudolph) 


prominent  New  York  businesswoman  and  pha 
thropist,  also  pledged  to  give  the  museum  tr 
important  Impressionist  paintings:  Sisley's  Si.u 
Meadows  in  ihe  Morning  Sun,  Pissarro's  Cotd 
Grouettes,  near  Pontoise,  and  Degas's  Portrait 
the  Stock  Exchange.  She  and  her  husband,  thti 
Philip  Levin,  began  collecting  art  in  1959  and  1 
donated  funds  to  the  museum  consistently  ove 
last  20  years.  She  has  been  an  honorary  trustee 
March  1993. 

MR.  AND  MRS.  DODGLAS  DILLON.  A  fo 
ambassador  to  France  and  Secretary  of  the  Trea 
Douglas  Dillon  has  been  a  trustee  of  the  mu;-- 
since  1951  and  served  as  its  president  and  then  ca 
man  (1970-1983).  During  his  tenure  he  oversaw 
ot  the  most  active  building  periods  in  the  Metri 
tan  Museum's  history  with  the  development 
implementation  in  the  early  1970s  of  the  architeai 
master  plan,  which  virtually  doubled  the  musei 
exhibition  space.  Particularly  interested  in  Asian 
Mr.  Dillon  has  supported  the  museum's  acquisic 
of  Chinese  painting,  making  its  collection  one  ot 
country's  finest  today,  housed  in  the  Douglas  Dl( 
Galleries.  In  1992  he  and  Mrs.  Dillon  donated  tit 
Metropolitan  four  important  paintings  from  theiix 
sonal  collection,  including  the  museum's  first  I 
jockey  scene,  Morisot's  Young  M/oman  Seated 
Sofa,  Sisley's  Tlie  Seine  at  Bougival,  and  Pissac 
Garden  of  the  Tuileries  on  a  Spring  Morning. 

THE  HONORABLE  AND  MRS.  WALTEFP 
ANNENBERG  have  long  been  generous  suppoc 
of  the  Metropolitan.  Mr.  Annenberg,  longtime  ca 
man  ot  Triangle  Publications  and  a  former  ans 
sador  to  The  Court  of  St.  James's,  was  a  trustee  c 
1974  to  1981  and  is  now  an  honorary  trustee;  h 
Annenberg  currently  serves  as  a  trustee.  In  addic 
to  numerous  gifts  to  the  museum,  the  Annenir 
anticipate  bequeathing  their  superb  collection  i 
works  of  Impressionist  and  Post-Impressionist  artl 
largest  bequest  of  its  kind  since  that  of  H.  O.  h\ 
meyer  in  1929. 

Their  first  acquisitions  were  made  in  the  <i 
1950s,  and  since  then,  the  Annenbergs  have  steli 
and  thoughtfully  assembled  a  group  of  pii  ir 
that  together  give  evidence  of  the  achiev  ( 111- 
the  masters  of  Impressionism  and  Post-Impressicis 
equaled  by  vry  few  collections  in  pria 
hands  today.  Philippe  de  Montebello  has  wriei 
"The  names  represented. ..are  magisterial-Cez.n 
Degas,  Monet,  Van  Gogh,  Gauguin,  Picasso 
the  individual  objects  yet  more  telling. "°<3> 
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THE     METROPOLITAN     MUSEUM     OF  ART 


Metropolitan   Museum  of  Art  Information 


V  AND  UPCOMING  AT  THE  MUSEUM 

B  Annenberg  Collection  of  Impressionist  and 
(T-Impressionist  Masterpieces,  through  December  12 

:h-Century  Portraits,  Landscapes,  and  Nudes, 
lugh  January  2 

)RENCE  Gould  Galleries  for  iSth-Century 
ropean  Decorative  Arts,  new  permanent  installation 

CRCh's  Great  Picture,  The  Heart  of  the  Andes, 
bgh  January  2 

STER  Drawings  of  the  Hudson  River  School, 
lUgh  December  26 

OUND  George  Gershwin,  through  Spring  1994 

! 

lORTALS  AND  SaGES  :  FuSUMA  PaINTINGS  FROM  RyOANJI 

)  THE  Lore  of  China  in  Japanese  Art,  through  April  24 

PHant:  The  Animal  and  Its  Ivory 
African  Art,  through  March  27 

}  Gold  of  Meroe,  through  April  3 

NUAL  Christmas  Tree  and  Baroque 
\POLiTAN  Creche,  through  January  9 

iNA  Vreeland:  Immoderate  Style, 
smber  g-March  20 

•IAN  Freud:  Recent  Work, 
ember  16- March  13 

LiAN  Renaissance  Drawings  in 
N  York  Collections, 
I  ary  11 -March  27 

1  }AS  Landscapes,  January  21-April  3 

ISTRATED  Poetry  and  Epic  Images, 
■uary  i-May  1 

Golden  Age  of  Danish  Painting,  February  i3-Apri!  24 

iPAR  David  Friedrich  to  Ferdinand  Hodler; 
H'Century  Paintings  and  Drawings  from  the 
;ar  Reinhart  Foundation,  Winterthur, 
uary  13-April  24 

Rbnce  and  Herbert  Irving  Galleries  for  the  Arts 
)Outh  and  Southeast  Asia,  opening  April  13 

ERiCAN  Impressionism  and  Realism:  The  Painting  of 
DERN  Life,  1885-1915,  from  May  10-July  24 

i  COLLECTIONS;  The  New  Nineteenth-Century  European 
tings  and  Sculpture  Galleries  are  now  open  year-round,  along 
the  dozens  of  other  galleries  throughout  the  museum  that  display 
Metropolitan's  vast  collections  from  around  the  world,  spanning 
'than  5,000  years. 


The  Metropolitan  Museum  of  Art 
Fifth  Avenue  at  82nd  Street 
New  York  City 

For  information,  call  (212)  535-7710. 

Open  Friday  and  Saturday,  9:30  A.M.  to  8:45  P.M. 

Tuesday  through  Thursday  and  Sunday,  9:30  A.M.  to  5:15  P.M. 

Admission:  $6  suggested  for  adults,  $3  for  students  and  senior 
citizens,  free  for  children  under  12. 

CORPORATE  SUPPORT 

From  special  exhibition  or  education  program  sponsorship  to  general 
operating  support  or  specialized  equipment  donations.  The  Metropoli- 
tan Museum  of  Art  has  benefited  immeasurably  over  the  years  from 
the  generosity  and  commitment  of  corporate  patrons  of  all  sizes. 
Currently  over  300  national  and  international  corporations  participate 
in  the  Corporate  Patron  program,  which  provides  many  benefits  to 
member  companies  and  their  employees;  from 
admission  passes  and  discounts  in  the  museum's 
shops  to  use  of  The  Trustees  Dining  Room  and 
the  option  of  holding  an  evening  event  in  one  of 
I  he  Metropolitan's  magnificent  spaces,  the  pro- 
gram recognizes  patrons  at  different  levels  with  a 
wide  variety  of  privileges. 

For  further  information  on  how  your  company 
might  join  in  partnership  with  the  museum, 
j)lease  contact  the  Corporate  Patron  Program,  The 
Metropolitan  Museum  of  Art,  1000  Fifth 
Avenue,  New  York,  New  York  10028-0198. 
Telephone:  (212)  570-3947. 

ARE  YOU  A  MEMBER  OF  THE 
METROPOLITAN  MUSEUM? 
Members  of  the  Metropolitan  Museum  enjoy  the 
many  benefits  membership  offers  and  provide 
important  financial  support  to  the  museum. 

All  members  receive  free  admission  to  the  museum  and  The  Clois- 
ters, the  museum's  quarterly  illustrated  magazine,  the  Bulletin,  and  the 
bimonthly  Calendar. 

Depending  on  the  category  you  choose,  there  are  many  more  bene- 
fits to  enjoy,  including  dining  in  The  Trustees  Dining  Room  overlook- 
ing Central  Park,  invitations  to  exhibition  previews  and  evening 
receptions,  a  gift  shop  discount,  and  advance  notice  of  concerts  and 
lectures. 

For  additional  information  and  to  enroll  as  a  member,  stop  by 
the  Membership  Desk  in  the  Great  Hall  of  the  museum  or  call 
(212)570-3753. 


Photographs  in  this  Special  Advertising  Section  are  courtesy  of  The  Metropolitan 
Museum  of  Art.  unless  otherwise  credited.  Cover  photo:  Fred  George. 
Design;  Michael  Aron  and  Company 
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The  1994  Business  Week  Presidents  Forum 

Mastering  Change 

Date:  February  17-19,  1994 

Place:  Grand  Hyatt  Champions,  Indian  Wells,  CA 


Developed  in  conjunction  with: 

The  Bob  Hope 
Chrysler  Classic 


Presented  in  association  with: 

Executive  Jei  I nterna'lional 

Gemini  Consulting 

New  York  Life 
Insurance  Company 


Executive 
prog  hams 


Copyngh:  I'm  M,  ( ir.ui'- H ill.  hi 


Touch  times  demand 

change.  For  business  leaders 
change  can  be  a  burden.  Or  a  boon. 

Right  now,  when  executives  are  facing 
the  challenge  of  making  more  out  of 
less.  Business  Week  is  pleased  to  present 
the  1994  Presidents  Forum. 

For  corporate  visionaries,  this 
executive  summit  is  a  rare  opportunity 
to  exchange  ideas.  Share  experience. 
Frame  strategy. 


For  corporate  sponsors,  it  is  an  un- 
precedented opportunity  to  influen 
North  America's  corporate  leaders. ; 
To  take  the  lead. 

I 

A  limited  number  of  additional  cor! 
porate  sponsorships  are  available.  F| 
sponsorship  information,  please  calf 
William  H.  DeGraff,  Director  of  S 
Strategic  Programs.  212-512-60i: 


Business  Week  Executive  Programsj 
A  company  capability. 


I 


BusinessWeel 


Beyond  news.  Intelligend 


NOW  YOU  CAN  CAPTURE 
CORPORATE  AMERICA. 

IN  THE  PALM  OF  YOUR  HAND 


IMAGINE. 


uVe  the  driver.  Using  the  Multimedia  Business  Week  1000  on  CD-ROM,  you  navigate 
ough  a  gold  mine  of  information  —  compiled  by  the  editors  of  Business  Week  and 
3ndard  &  Poor's. 

0S6  how  /ou  want  to  look  at  LiStGD  and  you'll  hear  high-profile         WfltCll  |  a  video  discussion  with  the 

lerica's  most  valuable  companies.      executives  talk  about  how  technology     heads  of  Chrysler  about  how  the 
cover  stock  data,  financial  and  other  issues  are  changing  the  car  company  achieved  a  major 

istics,  industry  outlooks  —  a  total     way  they  do  business.  turnaround. 

5  categories.  Vou  control  the 

unt  and  type  of  information. 

ed  discussions,  audio  interviews  and  an  extensive  database  combine  to  create  a  first 
m  Business  Week   The  Multimedia  Business  Week  1000  on  CD-ROM  is  available  in 
th  Macintosh  and  Multimedia  or  equivalent  PC  versions  (please  call  for  specs)  and  is 
ced  at  $149  plus  shipping  and  applicable  sales  tax.    Please  inquire  about  our 
cation  discount. 


ase  call  1  -800-396-0999  to  order  and  take  advantage  of  our  30-day  money  back  guarantee^ 


Beyond  news.  Intelligence. 


U£ 


e  Corooration 


STRATEGIES  I 


CONTINENTAL:  IN 
FOR  THE  SHORT  HAUL 


It  Starts  a  low-fare,  quick-hop  service  to  win  back  passengers 


CONTINENTAL'S  "ADO-A-PENNY,  ADD-A-PAL"  IS  A  KNOCKOFF  OF  A  SOUTHWEST  PROMOTION 


A poster  in  his  Houston  office  viv- 
idly depicts  Sam  Coats's  awe- 
some challenge.  One  panel  reads: 
"The  airline  industry  circa  1993"  above 
a  drawang  of  a  dinosaur'.  Next  is  a  glow- 
ing picture  of  an  overflowing  treasure 
chest,  with  the  caption:  "The  mission  of 
CALite,"  the  wry  internal  nickname  for 
Continental  Airlines  Inc.'s  new  low-fare, 
short-distance  service.  Achieving  the 
riches  of  the  second  image  won't  be 
easy.  But  Coats,  one  of  the  creators  of 
the  new  service,  is  upbeat.  "It's  an  oper- 
ation that  shows  that  a  large  airline  can 
begin  to  remake  itself,"  he  says. 

Just  how  much  Continental  is 
willing  to  change  became  apparent 
on  Oct.  1,  when  CEO  Robert  R.  Fer- 
guson III  introduced  low-fare  ser- 
vice on  more  than  50  short-haul 
routes  in  the  eastern  U.  S.  Modeled 
after  the  successful  strategy  of 
Southwest  Airlines  Co.,  the  low-cost 
industry  leader,  CALite  has  undercut 
competitors'  unrestricted  fares  by 
50%  to  80%  (table).  And  while  Con- 
tinental's low-fare  scheme  is  still  in 
its  infancy,  representing  just  5%  of 
the  Continental  system,  analysts 
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reckon  it  could  ultimately  grow  to  25%. 

CALite  is  a  key  part  of  the  rebirth  of 
Continental,  which  emerged  from  its  sec- 
ond bankruptcy  in  a  little  more  than 
seven  years  on  Apr.  27.  The  Houston- 
based  airline  is  counting  heavily  on  the 
potentially  lucrative  short-haul  market  to 
return  to  profitability.  CALite  is  also  sup- 
posed to  infuse  the  rest  of  the  company 
with  more  efficient  operating  methods, 
such  as  quicker  turnarounds.  "It's  sup- 
posed to  infect  the  whole  bloody  compa- 
ny," says  Coats.  And  Continental  is  hop- 
ing that  CALite  will  give  its  image  a 


A  NO-FRILLS  COMEBACK? 


Continental  has  sharply  reduced  fares  on  over  50 
routes.  Here's  how  they  compare  on  selected  flights: 

Averoge  loute  CAUle 
market  fare"  PeonulsFore 

CLEVELAND-BUFFALO 

$121 

$59 

GREENSBORO,  N.C.-TAMPA 

162 

99 

JACKSONVILLE- 
FORT  LAUDERDALE 

160 

49 

ATUNTA-CHARLESTON,  S.C. 

152 

99 

PROVIDENCE-NEWARK,  N.J. 

108 

59 

'One-woy  1992  fourth-quarler  fare,  including  nonstop  ond  connecting  flights 
DAH  COMPANY  REPORTS,  AVIIAS  INC. 


little  lift  on  Wall  Street.  Before  th. 
of  the  year,  the  carrier  hopes  to  j, 
S150  million  through  an  initial  pubh 
fering.  "These  guys  have  taken  a 
worth  taking,"  says  analyst  Rayr 
E.  Neidl  of  Furman  Selz  Inc. 

Big  rivals,  already  squeezed  by  p: 
able  Southwest  and  a  slew  of  upst 
are  watching  CALite  warily.  If  the 
vice  makes  money,  "then  we  have  a 
problem  on  our  hands,"  says  Dona 
Carty,  executive  vice-president  of  fir 
and  planning  at  American  Airlines 
Not  to  get  caught  flat-footed,  Un 
Delta,  and  USAir  are  all  studjdng  pi 
sals  to  create  their  own  low-cost,  s 
haul  operations  to  remain  competit 
CUTTING  COSTS.  Whatever  the  com 
tion  does.  Continental  has  a  hei 
head  start.  After  breaking  union 
tracts  during  the  combative  reign  o 
mer  Chairman  Frank  A.  Lorenzo  ii 
1980s,  the  carrier  now  enjoys  belo\ 
erage  wage  rates  and  flexible  work 
that  enhance  productivity.  Amer 
which  agreed  on  Nov.  22  to  bindin:j 
bitration  to  end  a  bitter  stri'Ke  wit; 
flight  attendants  over  wages  and  o 
rules,  figures  that  Continental's  un 
bor  costs— measured  in  terms  oi 
number  of  seats  available  and  disi 
flown— were  nearly  40%  lower  tha 
own  last  year.  On  top  of  that,  C 
nental  has  slashed  its  long-term  dt- 
SL7  billion  fi'om  a  burdensome  $4  bi 
To  build  on  such  improvements,  t 
guson,  44  and  an  eight-year  Continr 
veteran,  turned  to  Coats  and  other 
utives  last  April  to  devise  a  profi 
short-haul  ser\ace.  WTiat  emerged  v.t 
low-fare  program  that  closely  tracks-h 
of  Southwest.  Like  Southwest,  cJ 
focuses  on  providing  frequent,  de 
flights  between  cities,  instead  of  )i 
ing  passengers  to  travel  to  a  huii 
connecting  flights.  Partly  because  ct 
hub-and-spoke  system's  ineffi- 
Continental's  costs  on  short-ha',.  '  - 
had  been  running  roughly  60%  hh 
than  Southwest's. 

CALite  intends  to  boost  product 
by  turning  planes  around  at  the  • 
in  20  minutes  or  less— compn 
with  50  at  Continental's  hubs.li 
it's  using  cut-rate  "Peanuts  F'€ 
to  lui'e  passengers  who  might  ( it 
wise  have  traveled   by   < -i 
stayed  at  home.  Continenta' 
imitating  Southwest's  proi:!  -! 
no  surprise,  since  the  airlin  i 
cruited  former  Southwest  mai-kni 
executive  Donald  G.  ValentiiK  I 
kicked  off  CALite  with  an  "Ai- 
Penny,    Add-a-Pal"  prograi- 
which  passengers  can  buy  an  rt 
ticket,  with  some  restriction;  f 
onlv  a  cent— a  knockoff  of  Sit 


THE  CORP 'A' 


Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR'. 

(FINASTERIDE) 

Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

lU  can't  make  it  till  halftime  any- 
Dre  without  having  to  go  to  the 
throom.  You're  getting  up  several 
nes  a  night  to  urinate.  It's  begin- 
ig  to  bother  you,  but  up  to  now, 
u've  lived  with  it.  The  question  is, 
Duld  you? 

itil  recently,  there  wasn't  a 
idicine  that  could  help  the  condition 
own  as  symptomatic  benign 
jstate  enlargement  or  BPH.  But 
w  there  is  Proscar,  the  first  oral 
scription  medicine  that  can  actual- 
shrink  an  enlarged  prostate. 

wever,  it  is  important  to  know  the 
bujing:  PROSCAR  doesn't  work  for 
•ryone.  Even  though  the  prostate 
inks,  you  may  not  see  an  improve- 
nt  in  urinary  flow  or  symptoms, 
d  you  may  need  to  take  PROSCAR  for 
nonths  or  more  to  see  whether  it 
psyou. 

ow  PROSCAR  can  shrink  an 
enlarged  prostate 

a  man  ages,  a  key  hormone  can 
[p  cause  the  prostate  to  grow. 

rr 


'rostate  surrounds  part  of  the  urethra,  the  tube  that 
s  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
'  fueeze  the  urethra  and  cause  unnary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  Proscar  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer. 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 


TABLETS 


(FINASTERIDE] 
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'M,  Merck  &  Co.,  Inc.  J3PO36Vi(70i)-PSA559    Please  See  patient  information  on  the  adjacent  page. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR-  (Prahs-cai  ) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
ciiscuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  vveak  or  interrupted  urinaiy  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  ai-e  three  main  treatment  options 
for  BPH: 

•  Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  .symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•  Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  mu.st  see  your  doctor  regularly. 

While  takiML'  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR  "  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normed 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  talking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  efiect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  premant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingi-edient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contedn 
a  small  amount  of  the  active  ingi-edient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  pailner  decide  to  have 
a  baby  you  must  .stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  ex  posed  to  PROSCAR  IS  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
mav  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Ke<,>p  PROSCAR  and  all  medicines  out  of  the 
reac-h  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


^  MERCK 

«:>  1993,  Merck  &  Co.,  Inc. 
West  Point,  PA  19486 
J3P036V  1(  70 1  )-PSA559 


west's  "Friends  Fly  Free"  cama 
Despite  the  copycat  strategy,  Ii 
nental  has  been  careful  not  to  gf  - 
to-head  with  Southwest  on  its  si 
routes.  Instead,  analysts  point  oi 
Continental's  biggest  short-haul  ci 
itor  is  struggling  usAir  Inc.,  one 
highest-cost  carriers  in  the  indus 
So  far,  Continental  executivi 
CALite  is  running  at  60%  of  cap; 
well  ahead  of  projections— thougl 
concede  that  the  service  is  not  yv 
itable.  Daniel  Garton,  the  airline' 
financial  officer,  says  the  service  . 


Some  fear  trying  to  be  1 
things  to  all  passengers 
hurt  Continental's  ima; 


be  in  the  black  in  six  months.  0 
the  line  has  lost  $12  million  on  re\ 
of  $2.5  billion  since  emerging  from 
ruptcy.  Many  analysts  expect  the  ( 
to  post  a  loss  for  the  year  and 
least  break  even  in  1994. 

Still,  it's  one  thing  to  mimic  ! 
west,  but  cjuite  another  to  show  it 
sistently  stellar  results.  Some  riva 
analysts  question  whether  CALit 
lure  enough  customers  on  such  roi 
Greensboro,  N.  C,  to  Cleveland  t 
tain  fi'equent,  Southwest-style  s€ 
And  then  there's  the  competitio 
Air  and  American  have  matched 
nental's  low  fares  on  selected  fl; 
though  they've  restricted  the  m 
of  seats  available  at  those  prices. 

But  the  nagging  question  is  wl 
Continental  can  truly  duplicate  i 
west's  strategy.  Unlike  Southwest 
tinental  has  no  intention  of  abanc 
its  long-haul  and  international  tra 
the  amenities  that  go  with  it,  si 
first-class  service,  hot  meals,  ar 
vance  seat  assignments,  all  the  1 
that  Southwest  does  without.  And 
fear  the  effort  to  be  all  things 
pas.sengers  will  only  muddle  Con 
tal's  efforts  to  burnish  its  image, 
cially  with  business  passengers, 
of  bankruptcy  and  periods  of  si 
service  have  driven  away  many  ic 
haul  business  passengers,  who  tyf 
pay  higher  fares. 

But  after  2%  years  of  struggli 
bankruptcy  court,  Continental  figv 
must  take  some  risks  to  restore  its 
health.  And  with  the  megacarriers 
tically  searching  for  solutions  to 
cost  problems  and  facing  long  b 
with  recalcitrant  unions,  there  maj 
er  be  a  better  time  to  try  to  fly 
Southwest  direction. 

By  Wendy  Zellner  in  He 
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me  of  the  world's  greatest  deal  makei 
ipire  builders,  and  image  shapers  are 
out  to  convene.  In  your  office. 


[lligence  2000  is  a  unique  series  of  video  based 
;lligence  briefings  that  will  take  you  inside  the  minds 
nHuential  business  and  academic  leaders.  The  first 
rfing  on  information  technology  is  available  now. 

payoff?  Exclusive  interviews  with  industry 
^ers  that  deliver  analysis,  insight  and  forecasts. 
5  statistical  background  information  which  puts 
)ig  picture  in  focus.  Expertise  packaged  by  the 
ors  of  Business  Week  and  The  Financial  Times. 

mghout  1994,  you'll  have  the  opportunity  to 
:hase  six  other  intelligence  briefings  which  explore 
icial  services,  retailing,  oil  and  energy,  health  care 
pharmaceuticals,  plus  food  and  automotive, 
review  video  is  available  upon  request. 

ahead.  Get  ahead.  Take  a  walk  on  the  inside. 

USINESS    WEEK-FINANCIAL  TIMES 


NTELLIGENCE 


2000 


EUIGENCE  BRIEFINGS  ON  IHE  BUSINESS  REVOLUTION  INTO  THE  NEXT  CENTURY 


?INANCIALTIMES 


BusinessWeek 


Beyond  news.  Intelligence. 


A  FEW  OF  THE  INDUSTRY  LEADERS  FEATURED  IN  INTELLIGENCE  2000: 
INFORMATION  TECHNOLOGY:  Lewis  Piatt  Hewlett  Packard.  Bob  Allen 
A  T6-T.  Michael  Spindler  Apple.  Akira  Fujimasa  Toihiha,  Nicholas 

Negroponte  ilie  Media  Laboratory.  Mil'.  Craig  Barrett  Intel,  lain 
Vallance  Bl,  Sung  Kyou  Park  Daewoo  Telecom,  John  Landry  Lotus. 
Scott  McNealy  Sim  Microsystems,  Dennis  Patrick  Titne  Warner 
L'elecoms,  Steven  Dorfman  Hughes  Space  &  Telecoms  System,  Bradley 
Holmes  Former  U.S.  State  Department,  Dr.  James  Martin  Jatnes  Martin 
Insight,  Professor  Ken  Sakamura  Tokyo  University,  Stan  Miranda 
Bain  &  Company,  Steve  Ballmer  Microsoft,  James  Unruh  UNISYS. 


Bain  &  Company 


Lotus, 


Business  Week  and  The  Financial  Times  acknowledge  Bain  &  Company 
and  Lotus  Development  Corporation  tor  their  support  of  this  pro- 
gramming. This  series  was  produced  by  Financial  Times  Television. 

To  order  the  Inturmition  Technology  briefing,  please  send  the  form  below 
to  PVS,  2030  M  St.  NW,  Suite  400,  Washington,  D.C.  200.36  or  call 
1-800-232-0894  ext.  286.  Outside  the  U.S.  and  Canada,  mail  to 
Financial  Times  Television,  Teddington  Studios,  Broom  Road,  Teddington. 
Middlesex,  TWl  1  9NT,  England  oi^  tax  44-81-614-2571. 

Please  send: 

□  $495  for  a  90-minute  video  and  industry  report 

□  $1,500  for  a  90-minute  video,  industry  report,  video  of  unedited 
interviews  plus  transcripts  and  supplementary  materials 

Shipping  and  tax  are  included. 

Credit  card: 

Access  □       Visa  □      Amex  □      Other  □ 
Credit  card  no  Exp.  date 

or,  enclose  a  check  tor  $  payable  to  Financial  Times  Television 

or.  please  invoice  my  company  □ 
Please  send  me  a  preview  video  for  $20.00  □ 
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STRATEGIES! 


A  WHEELER-DEALER  LIFTS 
ABBEY  OUT  OF  ITS  WHEELCHAIR 


CEO  Aitken  has  made  the  home-health-care  outfit  a  contender 


Timothy  Maxwell  Aitken  has  never 
been  modest  about  his  pedigree. 
The  first  entry  on  his  resume 
reads:  "Raised  by  his  Grandfather— the 
first  Lord  Beaverbrook  ...  a  close  friend 
and  associate  of  Prime  Minister  Winston 
Churchill  and  a  member  of  the  British 
Cabinet."  With  connections  like  that,  it 
may  seem  odd  that  the  49-year-old  Brit- 
ish investment  banker  left  home  to  run 
a  nearly  bankrupt  Southern  California 
medical-equipment  company  that  sold 
wheelchairs  and  walkers. 

But  there's  more  to 
Aitken  than  social 
snobbery:  He  is  one 
heck  of  an  '80s-style 
wheeler-dealer.  In  the 
two  years  he  has 
headed  Abbey  Health- 
care Group  Inc., 
based  in  Costa  Mesa, 
Calif.,  he  has  spent 
more  than  $240  mil- 
lion to  snap  up  23 
small  health-care  com- 
panies. He  closed  his 
latest  deal  on  Nov.  10, 
with  the  $194  million 
acquisition  of  Total 
Pharmaceutical  Care 
Inc.,  a  home-infusion 
company  based  in 
Torrance,  Calif. 

His  buying  binge 
has  transformed  the 
once  moribund  compa- 
ny into  quite  a  con- 
tender in  the  fast-grow- 
ing home-health-care 
market.  It  now  offers 


in  Abbey.  Aitken  had  spent  the  1980s  in 
Britain  fixing  up  diverse  businesses,  in- 
cluding a  burglar-alarm  company.  So  his 
cousin  asked  him  to  take  a  look  at  Ab- 
bey. What  Aitken  found  was  a  company 
saddled  with  heavy  debt  and  losses  be- 
cause of  previous  ill-timed  expansion. 

Still,  with  insurers  battling  to  keep 
expensive  hospital  stays  to  a  minimum, 
Aitken  figiu-ed  the  home-health-care  field 
held  promise,  and  he  agreed  to  become 
Abliey's  CEC)  in  1991.  At  first,  he 
trimmed  Abbey's  costs,  closing  down 


home  services  that  would  appeal  ten 
surers  looking  for  volume  discounts  nc 
the  ease  of  dealing  with  a  national  cl  i; 
So  fai',  Abbey  has  snared  contracts 
big  HMOs,  such  as  Kaiser  Permam 
and  United  HealthCare  Corp.  Edwai 
Novinski,  who  buys  services  for  Uni 
says  his  recent  deal  with  Abbey  loci- 
"heavily  discounted"  rates  for  a  two- 
period. 

HMO  HUNTING.  Not  all  has  gone  smt 
ly  for  Aitken,  though.  In  April,  he  k 
$220  million  hostile-takeover  bid  for 
ton-based  Lifetime  Corp.,  a  home-r 
ing  company  that  ultimately  was  acqi 
by  Olsten  Corp.,  another  nursing  o\ 
Also,  some  institutional  investors  w 
that  Aitken  may  be  sacrificing  fina 
stability  in  his  iiish  to  expand.  Aitke 
sued  $200  million  in  debt  to  finance 
purchase  of  Total  Pharm.aceutical. 
pushed  Abbey's  ratio  of  debt  to  total 
italization  to  a  hefty  74%,  vs.  an  indi 
average  of  35%.  And  critics  que^ 
whether  the  deal  was  worth  it. 


ABBEY'S 
BUYIHG  BINGE 


The  company  has  spent  more 
than  $240  million  to  acquire  23 
health-care  outfits  since  1992, 
with  total  estimated  1993  reve- 
nues of  $136  million.  Recent 
purchases  include: 
Company  Date  Acquired 


HOME  INFUSION 


TOTAL  PHARMACEUTICAL 


CARE 


Nov.  10,  1993 


HOME  RESPIRATORY  AID 


HOME  OXYGEN  & 
MEDICAL  EQUIPMENT 


May  14,  1993 


WEST  MEDICAL 


March  12,  1993 


HVI  HOMECARE 


Feb.  12,  1993 


CHARTER  OAK 
PHARMACY 


Oct.  23,  1992 


DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


services  ranging  from  home  respirators  to 
electronic  monitoring  foi'  sleep  disoi'der's. 
"We're  watching  [Abbey]  with  interest 
and  growing  respect,"  says  Jeremy  M. 
Jones,  CEO  of  Homedco  Groujj  Inc.,  an  in- 
dustry leader.  Small  wonder.  Analyst  Jo- 
seph D.  France  of  Men-ill  Lynch  &  Co. 
figures  that  Abbey's  profits  could  rise  by 
35%  this  year,  to  $14  million,  as  its  reve- 
nues climb  31%,  to  $325  million.  And 
Abbey's  stock  has  climbed  38%  since  May, 
to  23^,  roughly  where  it  was  in  January. 

Aitken  first  heard  of  Abbey  in  1990, 
when  he  got  a  call  from  a  Beaverbrook 
cousin  whose  company  held  a  57%  stake 


two  dozen  branches  and  cutting  the 
work  force  in  half,  to  1,200.  Aitken  also 
got  a  break  fi'om  Abbey's  creditors,  who 
feared  that  they  would  lose  their  invest- 
ment if  the  company  collapsed.  GE  Capi- 
tal Corp.  gave  l)ack  some  equity  and  re- 
structured $15  million  in  late  loan 
payments.  Avon  Products  Inc.,  mean- 
while, agreed  to  exchange  $110  million  of 
debt  and  equity,  which  it  had  received 
for  one  of  Abbey's  old  acquisitions,  for 
$2  million  in  cash  and  $5  million  of  Ab- 
bey stock. 

Next,  Aitken  embarked  on  his  own 
acquisition  strategy  to  build  a  network  of 


wars  and  competition  to  get  HMO 
ness  ai'e  cutting  luargins  in  the  homt : 
sion  inarket.  "We  didn't  like  the  ad 
tion,"  says  one  money  manager  > 
recently  unloaded  a  large  Abbey  pofn 
"I  think  it  will  come  back  to  hurt  tl  " 
Aitken  defends  the  Total  Pharmau 
cal  purchase,  insisting  that  Abbey  iU-s 
grow  to  compete.  He  says  that  healthifi 
ranee  refoi*ms  mean  the  $7.5  biOion  In 
health-care  market  could  grow  at  ait 
annual  clip.  Tlie  challenge  for  Aitken,  o 
ever,  is  to  make  sure  that  profits  e 
gi'owing  as  fast  as  Abbey  Healthcar 
By  Eric  Schine  in  Costa  Mesa,  id^j 
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Samsonite's  Ultravalet 
Garment  Bag  is  like  a  closet 
and  chest  of  drawers  in  one. 
And  you  can  carry  it  on  a 
plane  and  live  right  out  of  it 
in  a  hotel  room. 


With  8  inside  pockets,  the 
Ultravalet  has  a  place  for 
everything  and  keeps  every 
thir^  in  its  place. 


Another  nice  thing  about  the 
pockets  is  the  mesh  material 
that  lets  you  see  everything 
you've  packed.  You  can  also  get 
into  major  pockets  from  the 
inside  or  outside. 


There's  even  a  special  pocket 
%r  ties  that  helps  keep  them 
wrinkle-free. 


Unlike  most  other  bags,  the 
Ultravalet  opens  like  a  book  so 
m  don't  have  to  keep  flipping 
'he  bag  over  to  pack  or  unpack. 


Thanks  to  a  lot  of  organized 
hinking,  the  Ultravalet  is  the 
miest  hag  to  pack  and  unpack 
hat  we've  ever  made. 


w  the  Ultravalet  at  a 
uggage  store  soon.  And  you  11 
ee  why  it's  an  idea  thats 
eally  taking  off 


0  Samsonite 


Our  Strengths  Are  Legendary  * 


With  its  special  hooks*  you  can 
hang  the  open  bag  in  a  closet 
or  on  a  door  and  live  right 
out  of  it. 


You  'II  also  appreciate  our 
unique  telescoping  bar*  that 
pulls  out  to  let  you  remove  suits 
and  dresses  without  disturbing 
the  ones  hanging  in  front. 


Our  large,  reinforced  shoe 
pockets  hold  a  lot  more  than 
shoes. 


Uie  bag  holds  all  kinds  of 
hangers  so  you  can  pack  any- 
thing right  from  the  closet. 


The  Ultravalet  features  a  patentei 
backward-fold  design,  to  help  keep 
lapels,  sleeves  and  pockets 
looking  great. 


Last  but  not  least,  our  extended 
length  panel  helps  keep  longer 
garments  from  wrinkling  at  the 
bottom.  TJiere's  even  a  protective 
wet  pack  that  keeps  wet  or  soiled 
items  separate  from  dry  ones. 

For  more  information 
and  your  nearest  dealer, 
call  1-800-262-8282. 


*  Patented 
©  1993  Samsonite  Corporation 


Now  THERE'S  A  WAY  TO  UNLOCK 

the  information  you  need 
to  run  your  business. 

Introducing  Huron — the  first  distributed 

BUSINESS  information  SYSTEM. 


You've  got  a  billion  dollar  headache.  W.' 
your  relief:  Huron!" 

It's  a  revolutionary  software  system  la 
you  nnanage  your  critical  business  issLS 
not  weeks  or  months  from  now. 

Huron  builds  and  distributes  integratj 
information  across  desktops,  departmets  i 
divisions.  It  tears  down  the  barriers  bet^ei 
incompatible  information  systems  and  3li^ 


*  )clates  instantly  —  giving  you  one 
'  e  view  of  your  connpany  operations. 
'  n  will  turn  your  tectinology  invest- 
f  ito  0  strategic  asset  so  you  can 
(  respond  to  market  ctianges  and 
3  3  your  bottom  line, 
f  all  it  ttie  world's  first  Distributed 
>  )S  Information  System.  You'll  call 
t  elief. 


Don't  settle  for  less.  You  owe  it  to  yourself 
and  your  company  to  evaluate  Huron.  Meet 
witti  your  fellow  corporate  executives  and  cal 
today:  1-800-447-0044,  ext.  100. 

And  if  you  tiaven't  spent  a  billion  dollars 
yet,  congratulations.  Now  you  don't  tiave  to. 

Huron  from  Antores  -  A  joint  venture  of  Amdofil  and  EDS 


HURDN 


Tfie  Whiole  In  One 


I: 


ntertainment 
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MOVIES  I 


SAVOY  PICTURES 

GETS  THE  STAR  TREATMENT 


The  small  but  well-connected  film  studio  has  investors  salivating 


Considering  that  it  was  Robert 
DeNiro's  directorial  debut,  A 
Bronx  Tale  did  a  fast  fade  at  the 
box  office.  No  matter.  In  mid-October, 
two  weeks  after  releasing  its  inaugural 
film,  Savoy  Pictures  Entertainment 
filed  registration  statements  to  raise 
an  estimated  $60  million  in  additional 
stock  and  subordinated  debentures. 
Even  in  Hollywood,  where  hyperbole 
rules,  it's  hard  to  exaggerate  tiny 
Savoy's  takeoff:  Only  21  months  after 
its  founding,  the  New  York-based  film 
company's  stock  has  soared  (chart),  and 
it  has  already  raised  more  than  $400 
million  in  debt  and  equity. 

True,  Savoy  is  not 
your  garden-variety 
startup.  Its  backers 
include  such  promi- 
nent names  as  Chica- 
go's Pritzker  family, 
Japanese  trading  giant 
Mitsui  &  Co.,  and  New 
York  investment  banker 
Herbert  A.  Allen  Jr.  Nor 
are  these  ordinary  times: 
With  telephone  and  cable 
companies  throwing  bil- 
lions at  anyone  capable  of 
putting  images  on  cellu- 
loid. Wall  Street  has  made 
even  the  newest  and  weak 
est  entertainment  compa- 
nies hot  properties. 

Savoy's  two  founders 
have  had  propitious  timing 
before:  Victor  A.  Kaufman  and  Lewis 
J.  Korman  are  former  top  executives  at 
Columbia  Pictures  Entertainment  Inc. 
who  ran  another  startup,  Tri-Star  Pic- 
tures Inc.  in  the  mid-1980s.  Both  made 
millions,  along  with  Tri-Star's  backers, 
when  Sony  Corp.  paid  $3.4  billion  for 
Columbia  and  Ti-i-Star  in  1989. 

Now,  Hollywood  executives  say  Kauf- 
man and  Korman  are  assembling  an- 
other studio  to  make  another  sale.  The 
two  are  noncommittal  about  their  inten- 
tions. Yet  as  Korman  notes:  "We  thought 
the  values  couldn't  get  any  higher  than 
when  Sony  bought  Columbia.  But  it  just 
keeps  going  up." 

Savoy's  team  knew  they  were  on  to  a 
good  thing  when  Ted  Turner  plunked 


down  $260  million  in  mid-July  for  an- 
other Hollywood  minnow,  Castle  Rock 
Entertainment.  Castle  Rock  has  pro- 
duced such  hits  as  In  the  Line  of  Fire 
and  A  Few  Good  Men,  but  its  film  li- 
brary contains  a  paltry  12  titles. 

Kaufman  and  Korman  want  to  build  a 
similar  reputation  for  a  few  big  hits. 
They've  lured  such  Hollywood  heavy- 
weights as  Rambo  producer  Andy  Vajna 
and  former  Universal  Pictures  Chair- 
man Frank  Price  to  Savoy's  board  by 
giving  both  hefty  stock  options.  And 
they  recently  signed  The  Fugitive  direc- 
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tor  Andrew  Davis  to  make  three 
budget  films. 

Betting  on  pricey  projects  has  t 
ruined  studios  such  as  Carolco  Pii 
Inc.  Savoy  hopes  to  avoid  that  bj 
its  films'  foreign  and  home-video , 
to  other  studios,  which  will  allow 
cover  more  than  half  its  prod 
costs.  To  retain  domestic  rights,  ■ 
has  taken  the  risky  step  of  bull': 
distribution  system,  which  force- 
absorb  huge  marketing  costs.  Th'i 
penses  for  A  Bronx  Tale  account- 
most  of  Savoy's  $4.4  million  in  lo- 
the  first  nine  months  of  1993.  "It 
not  a  healthy  decision  to  take  o 
major  studios  toe-to-toe,"  says  to, 
Carolco  President  Peter  Hoffman. 
GRACE  PERIOD.  Kaufman  insists  th; 
voy  can  afford  to  take  losses  for  a 
before  it  starts  having  hits.  Honi' 
Office  Inc.  has  pledged  more  thai 
million  to  the  company  for  pay-T\ 
to  its  films.  And  the  company  c; 
only  $139  million  in  debt— less  t: 
third  of  its  total  capitalization,  bo 
plans  to  release  12  films  in  the  iifj 
year  and  as  many  as  23  a  ye;  ' 

1995.  The  con 
might  also  invtj. 
theater  chains,  a  " 
channel,  or  a 
game  manufactu: 
^  Kaufman  and 
man  say  the  moi'i 
'  ity  films  they  mat: 
more  likely  they 
have  winners.  Bu' 
coming  attraction - 
few   clues  of  su 
Shadow  lands,  a  per. 
love  story  with  Anthoi 
Hopkins  and  Debra  Will 
er,  has  the  potential  to 
a  critical,  though  perlia 
not    commercial  winm 
Less  promising  is  Ser 
Mom,  which  Savoy  descril 
as  an  "offbeat  comedy,"  st 
ring  Kathleen  Turner  as  a  car-pooli 
mother  who  becomes  a  serial  killer. 

Savoy  is  clearly  still  finding  its  le 
creatively.  So  it  helps  to  have  backe 
such  as  Herbert  Allen,  a  leading  enu 
tainment-industry  banker  whose 
participation  in  Savoy  has  been  enou 
to  boost  its  stock.  Is  Wall  Street  con 
ing  on  Allen  to  peddle  Savoy  to  a  hi 
gry  telephone  or  cable  company?  "I 
got  to  make  some  films  first,"  he  e 
tions.  But  will  Savoy  eventually  ent 
tain  offers?  "Our  plan  is  to  maximi 
shareholder  value,"  says  Kaufman, 
today's  frenzied  environment,  thatsr 
all  that  different  from  hanging  out 
"for  sale"  sign. 

By  Roncdd  Grover  in  Los  Am\ 
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the  second  such  yearly  event  held 
in  conjunction  with  Business  Week. 
Giving  urgency  to  the  1993  forum 
is  that  "banks  are  moving  into  the 
financial  services  business  in  ever- 
expanding  fashion,"  said  Paul  J. 
Hondros,  president  of  Fidelity 
Investments  Institutional  Services 
Co.,  Inc. 

In  stark  contrast  to  the  past 
decade  or  more  of  doldrums  and 
decline,  "Banking  is  on  the  move, 
at  a  rapid,  exciting,  some  would  say 
even  a  precarious  pace,"  Hondros 
said;  "Ever^'  time  you  turn  around, 
somebody  else  is  getting  into  the 
business."  It's  a  business  that  has 
"great  potential"  for  banks,  Hondros 
said,  assuring  them  that  "we  want  to 
help  grow  the  industry." 

TTiere  are  risks,  he  noted,  such  as 
depositors  becoming  disgruntled  if 
they  weren't  Hilly  aware  that  invest- 
ment securities,  unlike  bank  deposits, 
can  fluctuate  in  market  value.  But, 
Hondros  stressed,  the  greatest  risk 
would  be  inaction:  "It  you're  not 
careful,"  he  quipped,  "there  are  great 
opportunities  to  be  missed." 

Driving  the  banks  into  the  invest- 
ment business  are  some  compelling 
numbers.  The  amount  of  money  in 
open-end  mutual  funds  is  likely  to 
cross  the  $2  trillion  threshold  by 
year-end,  estimated  Geoffrey  H. 


Bobroff,  senior  vice  president  of 
Lipper  Analytical  Ser\dces,  Inc. 
That  would  mean  mutual  funds 
have  exploded  to  twice  their  size  of 
only  three  years  before,  in  part 
because  equity  funds  have  benefited 
from  a  strong  stock  market. 

Banks  are  very  much  part  of  this 
dynamic  scene.  About  3,500  offer 
mutual  funds  of  some  sort,  usually 
those  provided  by  an  outside  fund 
sponsor  such  as  Fidelity.  Indeed, 
banks  advise  or  manage  more  than 
one  quarter  of  the  nation's  approxi- 
mately 4,000  mutual  funds,  accord- 
ing to  industry  statistics.  Yet  there's 
room  to  expand.  While  nine  out  of 
10  large  banks  offer  mutual  funds, 
about  six  out  of  10  smaller  banks — 
with  assets  less  than  $1  billion 
each — still  haven't  taken  the 
plunge  into  selling  mutual  funds. 

They  have  good  reason  to  consider 
what  they're  missing.  Mutual  funds 
have  already  garnered  about  10%  of 
the  financial  resources  of  American 
households,  up  from  3%  in  1980, 
and  their  share  is  heading  toward 
17%  by  the  year  2000.  It's  a  very  dif- 
ferent picture  with  bank  deposits. 
They  have  dropped  to  22%  from 
33%  in  1980,  and  their  share  is  tilt- 
ing downward  toward  around  16%  by 
the  turn  of  the  century,  estimated  James 
M.  McCormick,  president  of  First 
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Manhattan  Consulting  Group. 

On  the  cither  side  of  the  coin,  or 
ot  the  halance  sheet,  hanks  contin- 
ue to  experience  Uttle  growth  in 
lending  generally,  and  only  micro- 
scopic growth  in  the  most  reward- 
ing loans.  Moreover,  while  bank 
trust  departments  have  been  enjoy- 
ing growth,  McCormick  reported, 
"mutual  funds  are  growing  over 
three  times  the  rate  of  managed 
personal  trust  assets." 

As  a  result,  banks  are  in  a  "rev- 
enue crunch"  from  which  they  can 
escape  only  by  "identifying  and 
capturing  new  sources  of  fee  rev- 
enues," McCormick  maintained. 
This,  he  emphasized,  is  "not 
optional" — without  fresh  fee 
sources,  even  a  superregional  bank 
typically  won't  be  able  to  keep  pace 
with  inflation;  as  the  hank 
shrinks  in  real  terms,  its  stock  price 
is  unlikely  to  stay  high  enough  to 
preserve  its  independence. 

Tmk  Clstomkrs'  New  Nkeus 

In  the  midst  of  all  this,  hank  cus- 
tomers are  changing  fast, 
too — hut  that's  not  bad.  "The  bor- 
rower is  becoming  a  saver  and 
investor,"  found  Joel  B.  Alvord, 
chairman  and  chief  executive  offi- 
cer of  Shawmut  National  Corp.  In 
sharp  contrast  to  the  borrowing 
booms  of  the  past  three  decades, 
the  '90s  are  seeing  a  surge  of  inter- 
est in  401k  plans  and  other  retire- 
ment vehicles  as  well  as  in  finan- 
cial securities  generally,  Alvord 
said.  In  large  part  because  of  cus- 
tomer interest  in  bank  investment 
services,  he  added,  "fee  income  is 
clearly  on  the  march." 

Naturally,  hankers  aren't  of  one 


John  \i.  McCo\ 
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Banc  Om;  Com'. 


muid  on  what's  ahead.  Alvord  fore- 
sees slower  economic  growth 
domestically  and  globally,  with 
"tremendous  overcapacity"  causing 
another  decade  of  consolidation  in 
banking.  Wliile  "demand  for  credit 
will  increase  over  time,"  he  predicted 
that  "the  baiiking  industry  as  we  know 
it  will  be  getting  a  decreasing  share." 

John  B.  McCoy,  chairman  and 
CEO  of  Banc  One  Corp.,  said  he  is 
"much  more  bullish  on  this  loan 
business,"  in  part  because  of  the 
virtual  demise  of  "our  biggest  coni- 
petitor,"  the  savings  and  loan 
industry.  In  the  Midwest,  he  said, 
"you  can  probably  grow  a  bank  8% 
a  year."  But,  he  said,  "I  believe  we 
can  grow  the  mortgage,  mutual 
fund,  and  trust  businesses  25%  a 
year."  The  prospect  of  such  growth 
in  the  fee-generating  lines  is  "the 
really  exciting  thing,"  McCoy  said 
adding,  "I  like  change,  because 
that's  what  gives  opportunity." 

And  change  is  what  banks  them- 
selves must  initiate,  many  partici- 
pants enthusiastically  acknowl- 
edged. Starting  with  their  own  atti- 
tudes, bank  executives  widely 
agreed  that  they  must  swiftly  bring 
about  a  "cultural  change"  that  per- 


meates the  bank  from  the  boari- 
room  to  the  backroom  and  the* 
teller  cage.  In  essence,  the  cha  : 
is  from  performing  a  passive  fui 
tion —  such  as  cashing  a  checks 
issuing  a  certif  icate  of  deposit ; 
the  customer's  request — to  initi 
ing  transactions  in  a  pro-activt: 
way,  like  stockbrokers  and  ins 
ance  salespeople  do. 

The  key  reason  that  mind-sei 
must  change  is  that  "bank  proi 
are  bought,  investment  produ 
are  sold,"  said  Michael  J. 
Rothmeier,  executive  vice  pr 
dent  of  Shawmut  National  Col 
Another  distinction  which  m: 
bankers  still  don't  fully  unders 
is  "that  the  whole  investment 
is  not  a  product,  it's  a  process,' 
declared  Robert  D.  Flowers 
president  and  CEO  of  Banc  On 
Securities  Corp. 

Increasingly,  though,  banks ; 
discovering  that  the  process  it 
what  creates  their  biggest  oppc 
nity.  If  the  sale,  service,  and  fo 
up  are  done  properly,  the  proo 
getting  customers  into  mutual 
funds  and  other  investments  " 
create  a  closer  bond"  with  the 
tomer,  reported  Richard  M.  Li 
chairman  and  CEO  of  Drovers 
Bancshares  Corp. 

Banks  will  blow  that  golden 
opportunity,  Linder  cautioned 
they  "want  the  customer  to  sig 
leave  and  not  bother  them."  F  r 
hanks,  small  as  well  as  large,  s(  5 
likely  to  make  that  mistake.  Ins  £ 
of  focusing  on  individual  custoi 
and  individual  products  such  as  i 
or  credit  cards,  "we're  seeing  ou 
selves  more  as  household  bankd 
said  Thomas  R.  Brumley,  preaBsj 


III 
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jea  Bancshares  Corp.  At  the 
e  time,  "our  customers  have 
iinded  their  thought  process"  and 
ivilling  to  accept  a  wider  array  of 
<  products  and  services,  he  said, 
t  brings  a  long-term  benefit, 
nley  declared:  "The  more  things 
can  sell  a  customer,  the  closer 
are  to  your  institution." 
jrtuitously,  community  banks 
deally  positioned  to  make  the 
t  of  the  opportunities  presented 
I  ffering  mutual  fund  invest- 
ts,  observed  Richard  A. 
'*}eece,  chairman  and  CEO  of 
National  Bancorp.  "We've  got 
confidence  of  the  public,  and 
'e  got  the  distribution  net- 
c,"  he  said.  By  focusing  on  "the 
1  financial  relationship"  with 
customer,  hankers  can  "deter- 
;  the  needs,  then  develop  the 
lucts  and  services." 
it  in  time,  it  seems.  For  many 
isitors  in  the  last  year  or  so,  "a 
y  thing  happened  on  the  way  to 
)ank — they  started  becoming 
stors,"  observed  Robert  T. 
ison,  executive  vice  president  of 
c  One,  Arizona.  Instead  of 
pting  the  2%  to  3%  yields  on 
:  instruments,  they  turned 
ch  alternatives  as  equity  and 
I  income  mutual  funds.  "Many 
lOt  going  to  come  hack"  to  being 
isitors,  he  said;  should  the  mar- 
become  less  attractive,  "they'll 
T  different  kinds  of  mutual 
s,"  such  as  money  market  and 
j  mment  bond  funds. 
:ustomers  "mature  in  their 
j  icial  lives,"  bank  executives 
■  Id  make  sure  the  information 
j  to  the  appropriate  units, 
I  son  suggested.  Typically,  bank 
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customers  start  out  as  depositors, 
perhaps  with  a  childhood  savings 
account.  They  graduate  to  that  first 
credit  card  when  they  head  for  col- 
lege. When  they  acquire  a  family, 
they  also  acquire  checking 
accounts,  mortgages,  auto  loans, 
and  college  loans  for  their  offspring. 
Eventually,  they  need  investment 
management  services — for  which 
they  often  turn  to  a  competitor  such 
as  a  brokerage  house,  mutual  fund 
company  or  insurance  company. 
But  when  you  offer  securities  to 
your  customers,  Johnson  said,  "you 
can  work  them  through  your  system 
until  they  reach  private  banking 
and  trust  department  status." 

Private  banking,  with  its  conve- 
nience and  personalized  service  to 
clients  who  meet  the  widely  vary- 
ing criteria,  is  an  increasingly  popu- 
lar way  for  banks  to  hold  on  to  cus- 
tomers throughout  their  financial 
life  cycles.  And  within  private 
banking,  "the  trend  is  to  bring  it  all 
together,"  said  John  J.  DeMarco, 
senior  vice-president  and  head  of 
research  and  consulting  for  PSl. 
With  a  "unitary  client  management 
team,"  one  representative  links  the 
client  to,  say,  mutual  fund,  jumbo 


mortgage,  and  trust  specialists. 
That  way.  Dr.  DeMarco  said,  "you 
maximize  cross-selling,"  which  is 
far  more  cost-effective  than  letting 
various  departments  make  uncoor- 
dinated sales  approaches. 

Outside  of  private  banking,  too, 
bankers  told  of  their  efforts  to 
"break  down  the  silos,"  those  con- 
straints of  attitude  and  tradition 
that  inhibit  a  mortgage  originator, 
for  instance,  from  suggesting  that  a 
borrower  consider  a  credit  card  or  a 
mutual  fund.  Overcoming  such 
parochialism  takes  many  things, 
including  "the  right  sales  atmos- 
phere," said  McCoy  of  Banc  One, 
who  added,  "We've  tried  every  pay 
structure  known  to  man." 

Cl  LI  L  KAL  ('IIANGE  —  Ol\  ElSE 

Chiefly,  though,  as  mutual  funds 
become  more  important  to  them, 
many  bankers  at  the  Fidelity  Forum 
reported  that  they  are  trying  harder 
to  transfonn  their  employees  into 
salespeople.  The  banking  industry  is 
a  "people  business,  a  personal  service 
business,  and  is  an  industry  undergo- 
ing rapid  change,"  observed  McNeece 
of  First  National  Bancorp.  "We  need 
people  who  are  engaging,  good  com- 
municators, bright,  and  highly  self- 
motivated.  We  want  people  who 
make  things  happen,"  he  said.  TTie 
irony,  he  said,  is  that  "those  aren't  the 
type  of  people  that  our  industry  has 
traditionally  hired." 

As  bankers  try  different  routes 
towards  motivating  staff  members 
to  become  pro-active  team  players, 
they  have  to  keep  a  wary  eye  on 
the  rules  of  the  road — which  keep 
changing,  too.  In  recent  months, 
various  federal  regulatory  agencies 
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have  been  issuinji  their  own  guide- 
hnes — sometimes  cloudy  and 
inconsistent  ones — to  assure  that 
customers  don't  confuse  securities 
with  deposits.  For  instance,  banks 
shouldn't  split  a  commission  with 
a  teller  on  a  specific  sale,  but  may 
reward  all  tellers  in  a  branch  tor 
making  referrals,  irrespective  ot  suc- 
cess, to  salespeople,  advised  Brian 
W.  Smith,  partner  in  Mayer,  Brown 
»St  Piatt.  While  some  banks  wall-oft 
separate  fund  sales  offices,  Smith 
said  he  believes  it's  all  right  for  a 
teller  m  a  small  bank  to  ask  a  cus- 
tomer with  a  maturing  CD, "Did  you 
know  that  we  sell  mutual  funds?", 
then  leave  the  teller  cage  for  an 
area  earmarked  for  information — as 
the  teller  may  not  give  advice. 

Another  puzzler  for  bankers  is 
whether  to  launch  their  own 
proprietar\-  mutual  funds  or  offer 
those  of  an  established  fund  sponsor 
such  as  Fidelit\',  which  manages  $50 
billion  of  assets  for  banks  and  other 
intermediaries.  With  the  proprietar\' 
funds  of  1 10  banks  already  account- 
ing for  10%  of  the  mutual  funds 
industry,  few  others  ha\  e  enough 
"critical  mass,"  experts  said. 

Even  now,  some  banks  must  waive 
part  ot  their  fees  for  their  funds  to 
offer  competitive  yields.  In  addition 
to  legal  and  audit  costs,  banks  must 
furnish  "an  incredible  amount  of 
information"  to  help  sell  their  pri- 
vate-label funds  "versus  the  4,000 
other  mutual  funds  that  are  out 
there,"  said  Deborah  G.  Patterson, 
director  of  KPMG  Peat  Manvick. 

While  bankers  have  to  be  in  the 
position  to  offer  investment  prod- 
ucts that  their  customers  want,  "you 
don't  have  to  manufacture  the  prod- 


uct that  you  sell,  when  it's  available 
from  someone  like  our  host," 
obser\-ed  Jeffrey  S.  Maurer,  presi- 
dent of  U.S.  Trust  Co.  Even  though 
they  "outsource"  their  investment 
advice,  smaller  regional  banks  can 
gamer  plentv  of  fee  income  from 
distribution  ot  mutual  funds  and 
other  securities,  he  added. 

State  Street  Bank  and  Trust  Co. 
doesn't  see  itself  in  the  custodial  busi- 
ness, but  m  the  "tmancial  assets  ser- 
vices business,"  commented  Marshall 
N.  Carter,  chairman  and  CEO.  Alx)ut 
three-quarters  of  the  company's  rev- 
enue stream  is  fee  income,  which  is 
not  a  cultural  change  for  State  Street, 
as  it  is  already  where  other  banks 
want  to  be  in  terms  of  fee  income. 
Their  mission  is  to  continue  to  grow 
fee  income,  which  has  been  growing 
at  about  a  20%  compounded  annual 
rate,  Carter  said,  and  to  set  the  pace 
tor  other  banks  to  toUow.  State  Street 
IS  "very  comfortable,"  he  said,  in  an 
environment  where  it  is  both  a  cus- 
tomer and  a  competitor  with  finan- 
cial services  companies. 

In  any  e\  ent,  bankers  packed  the 
conference  rooms  to  hear  about  the 
strategies  of  \  arious  Fidelit\"  fund 
managers.  "I  like  to  really  understand 
the  company,"  said  Robert  E. 
Stansky,  portfolio  manager  of  the 
Fidelity  Advisor  Equity  Portfolio: 
Growth,  one  of  the  Fidelity  funds 
that's  tailor-made  for  banks  and  other 
tmancial  intermediaries.  Robert 
Haber,  portfolio  manager  ot  the 
Fidelit\-  Advisor  Income  and  Growth 
Portfolio,  said  what  distinguishes  his 
fund  from  other  conservative  funds  is 
that  he  is  required  to  "diversify-  across 
asset  classes."  With  bonds  to  provide 
balance,  he  usuallv  keeps  his  fund 


only  around  50'~h  m  equities.  An 
those  on  the  fixed-income  side,  1 
J.  AUegrini,  portfolio  manager  c 
Fidelit\-  Advisor  High  Income 
Municipal  Portfolio,  cited  reasor 
munis  to  "remain  attractive."  Ar 
them:  Lower  inflation,  higher  ta: 
and  less  new  supply  in  1994  onci: 
refinancing  wave  ends. 

The  legendary-  Peter  Lynch  pi  - 
\ided  a  rationale  for  long-term  in 
ing  in  equities;  it  was  Lynch,  n 
Nishan  G.  Vartabedian,  execut 
vice  president  of  Fidelity  Investm 
Institutional  Services  Co.,  Inc.,  \\ 
piloted  Fidelit^''s  flagship  Magella 
Fund  to  a  28-fold  gain  per  share  fir 
1977  to  1990.  The  return  on  stoc; 
has  averaged  11%  over  the  past  3 
years,  50  years,  and  70  years,  L\ri\ 
said,  and  for  those  who  invest  wh 
the  market  is  down,  "the  gain  is  n 
like  14%." 

Still,  as  they  taced  the  inherer 
complexities  of  entering  the  in\ 
ment  world — so  many  choices, 
much  competition,  such  major 
rural  changes  to  make — banker 
had  to  wonder  if  this  is  the  best 
time  to  get  into  mutual  funds.  " 
the  only  time  we've  got,"  respoi 
Hondros  of  Fidelirv-.  And  PSI's 
DeMarco  drove  the  point  home 
there  is  a  product  your  custome: 
want  and  that  you  don't  offer, 
you're  forcing  the  customer  to  g 
down  the  street"  to  another  inst 
tion  which  does  offer  it. 

With  their  industry  having 
marched  so  far  into  the  heart  oi 
their  customer's  financial  lives, 
that's  a  chance  fewer  and  fewer 
bankers  are  willing  to  take. 

This  text  uos  written  by  Richard  F. 
]anssen .  a  Pennsyhania-based  writer 
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WTHI 


HE  DESTRUCTIVE  COSTS 
f  GREASING  PALMS 


diverting  resources  and  undermining  competition,  corruption  hinders  economic  development 


1^  orruption,  like  poverty,  has  always 
been  with  us.  As  long  as  there 
^  have  been  ambitious  royal  courti- 
,  greedy  government  officials,  and 
lor  bureaucrats  on  the  make,  the 
se  or  theft  of  public  goods  for  pri- 
s  gain  has  occurred.  In  recent  years, 
"uption  has  spread  way  beyond  the 
r  countries  of  Africa  and  Latin 
erica.  Indeed,  it  has  affected  so  many 
eloping  and  developed  nations  that  a 
•al  revulsion  against  it  has  swept  pol- 
ans  out  of  office  in  countries  from 
al  to  Italy  to  Japan, 
'here's  no  question  that  the  moral 
that  corruption  engenders  is  harmful, 
corruption  also  carries  myriad  eco- 
lic  costs.  The  petty  bribery  prac- 
d  by  minor  bureaucrats  who  demand 


"speed"  money  or  "grease"  to  approve 
licenses  inflates  business  costs.  Mafia 
control  of  markets,  sanctioned  by  paid- 
off  police  and  politicians,  raises  prices  to 
consumers.  Tax  officials  who  take  bribes 
and  then  allow  income  to  go  underre- 
ported  deprive  national  treasuries  of  sig- 
nificant revenues.  And  high  government 
officials  who  use  foreign  aid  to  purchase 
pricey,  unneeded  equipment— and  get  a 
kickback  from  the  seller— divert  resourc- 
es that  could  be  spent  usefully. 

More  and  more,  international-aid  offi- 
cials, business  executives,  and  political 
leaders  are  recognizing  the  costs  of  cor- 
ruption and  the  need  to  address  the 
problem.  Indeed,  a  new  nonprofit  group, 
Transparency  International,  is  dedicated 
to  reducing  corruption  (page  136).  Econ- 


omists believe  that  there  are  two  ways 
to  do  so.  First,  political  and  economic 
competition  within  countries  must  be 
encouraged.  Second,  institutional  re- 
forms, such  as  raising  the  pay  of  civil 
servants,  must  be  adopted. 
LOOKING  OUT  rOR  N0.1.  The  worst  con- 
sequences occur  in  developing  countries. 
The  direct  costs  of  money  stolen  or 
wasted  may  not  be  great,  but  the  indi- 
rect costs  are  enormous  because  cor- 
ruption distorts  incentives.  In  extreme 
cases,  corruption  becomes  the  only  way 
to  make  an  income  or  conduct  a  busi- 
ness. "The  real  cost  of  corruption  lies  in 
the  demoralization,  cynicism,  and  enerva- 
tion of  entrepreneurial  activity  through- 
out the  Third  World,"  says  Robert  Klit- 
gaard,  an  economist  at  the  University  of 


A  SAMPLING  OF  CORRUPT 
ACTIVITIES  AROUND  THE  GIOBE 


ITALY 


Businessman 
pays  off 
government 
officials 


CHINA  i 


Official 
withholds  a 
farmer's  pay 


UNITED  states; 


Building  inspector 
overlooks  defects 
for  a  bribe 


RUSSIA 


Driver  pays 
off  traffic  cop 


LATIN  AMERICA 


For  a  fee,  some 
imports  clear 
customs  quickly 


AFRICA 


A  monumental 
church  is  built 
with  public 
monies 


OMICS 


BUSINESSWEEK/DECEMBER  6,  1993  133 


Nothing  opens  u 


Now  theres  a  processor  for 
PC  users  who  want  better 
Windows  performance.  The 
Intel  DX2™  processor. 
Whether  youVe  calculating  spreadsheets, 
creating  documents  or  trying  out  the  newest 
PC  game,  the  Intel  DX2  processor  delivers 


The  Intel  iCOMP  Index* 

CPU  Type  0 


20(1 


3(10 


5(10 


Pentium™  PRH:essor-66 
Pentium  Processor-6() 
IntelDX2'"-66 
IntclDX2-50 
IntelDX2-4n 
i486'"  DX-33 
i486  SX-33 
i486  SX-25 


The  iCOMP  imlex  is  a  rating 
reflecting  the  relative  perfnrrmnce 
aimtriR  Intel  microprocessors. 


01993  Intel  Corporation.  tSource:  iCOMP™:  A  Simplified  Measure  of  Relative  Intel  Microprocessor  Performance.  Intel  Corp..  1992. 
*Other  brands  and  names  are  the  property  of  their  respective  owners. 


lowsfcIntersDX2. 


ip  to  twice  the  processor  perfoimance  of  our 
3X  processor  at  a  compaiable  system  price. 

Plus,  the  Intel  DX2  processor  comes  with 
)uilt-in  ''peifomiance  headroom'-the  power 
0  mn  tomon-ow  s  applications,  like  data  and 
/ideo  conferencing,  and  multimedia  progiams. 

So  see  for  yourself  why  the  Intel  DX2 


processor  is  fast  becoming  the  standard  for 
Windows  users.  Call  1-800-395-7009  ext.95 
to  learn  more,  or  visit  your  local  reseller. 

Intel 
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Natal  in  Durban,  South  Africa,  and  au- 
thor of  Controlling  CorTuption. 

Ironically,  some  of  the  countries 
where  corruption  seems  to  have  gi'own 
most  rapidly  in  recent  years  are  those, 
such  as  China  and  Russia,  where  eco- 
nomic competition  is  rising.  That's  be- 
cause initially,  at  least,  economic  growth 
presents  new  opportunities  for  people 
to  grab  something  for  themselves.  But 
both  countries  have  a  long  way 
to  go  in  developing  demonopo- 
lized, highly  competitive  econo- 
mies. And  neither  country— not 
China  with  its  communist  leader- 
ship, nor  Russia,  with  its  nas- 
cent political  parties— can  boast 
of  political  competition. 
FREE-FOR-ALL.  For  l)oth  countries, 
corrui)tion  is  costly.  According  to 
Hong  Kong's  Independent  Com- 
mission Against  Corruption,  out- 
right bribes  as  well  as  gifts  or 
payments  to  establish  guanxi,  or 
"connections,"  in  China  average 
3%  to  5%  of  operating  costs,  or 
$3  billion  to  $.5  billion,  assuming 
most  of  this  year's  $100  billion  in 
foreign  investment  went  into  op- 
erations. 

An  internal  report  of  the  Chi- 
nese government,  reported  in  the 
Hong  Kong  press  last  month, 
found  that  over  the  i)ast  decade, 
Chinese  state  assets  have  fallen  by  more 
than  $50  billion,  primarily  because  cor- 
rupt officials  have  deliberately  under- 
valued them  in  trading  off  big  property 
stakes  to  private  interests  or  to  overseas 
outfits  in  return  for  payoffs. 

In  recent  years,  corrupt  local  officials 
in  many  parts  of  rural  China  have  di- 
verted state  funds  intended  for  grain 
payments  into  speculative  ventures. 
Meanwhile,  in  developed  areas,  particu- 


larly in  and  around  Shenzhen  and  Zhu- 
hai,  funds  intended  for  infrastructure 
and  other  projects  have  gone  into  spec- 
ulative real  estate  deals  whose  main  at- 
traction was  their  potential  for  bribes 
and  "grease"  payments. 

In  the  former  Soviet  Union,  where 
corruption  was  once  the  domain  of  the 
communist  leadership,  the  end  of  party 
rule  unleashed  a  com- 


WHAT  CORRUPTION  " 
COSTS  AROUND  THE  WORLD 


Corrupt  activity 


Government  bureaucrat  accepts  3%  to  10%  premium 

"speed"  money  to  issue  licenses  above  licensing  fee  , 


Organized  crime,  with  sanction  Goods  sell  af  15% 

of  local  officials,  controls  and  to  20%  premium 

sets  prices  in  markets 


Tax  collectors  permit  under-  Income  fax  revenues 

reporting  of  income  in  excfiange         reduced  by  up  to 
for  a  bribe  50% 


Government  officials  order  Goods  and  services 

expensive  capital  goods,  or  priced  20%  to 

overpay  or  overinvoice  for  public  1 00%  higher  Hian 

works,  in  exchange  for  kickbacks  necessary  ,i 


Economic  cost 


DATA;  ROSEliT  KLITCAARO,  COKmum  mmWtl  (UNIVERSm  Of  UUfORNIA  PUBS,  1991); 
WORLD  SANK,  TH[[FmS  Of  COmnfOk  OS AOmmiTIYC mFOmilCE,  1983;  BUSINESS  WHK 


petitive  free-for-all  in  corrupt  practices. 
In  the  rinki,  or  markets,  in  major  Rus- 
sian cities,  for  instance,  organized  crim- 
inals typically  set  prices  and  threaten 
anyone  who  undersells  them  with  vio- 
lence. Last  summer,  experiments  were 
tried  at  food  markets  in  St.  Petersburg 
and  Moscow,  with  policemen,  former  KGB 
officers,  and  cossacks  offering  protec- 
tion against  the  mob  enforcers.  The  re- 
sult: Prices  to  shoppers  at  the  Danilov- 


ski  market  in  Moscow  were  15%  t<2< 
lower  than  usual. 

Foreigners  doing  business  in  M(Ci 
find  that  bribery  is  de  rigueur.  Th  I 
est  scam,  according  to  one  Westenl; 
yer,  is  to  direct  a  foreign  business 
wants  to  locate  and  register  an 
in  Moscow  to  a  "commercial  strui 
that  does  the  paperwork  for  a 
which  is  pocketed  by  city  official- 
operate  the  phony  enter]) 
WEB  OF  PAYOFFS.  Systt 

measures  of  the  cost  of  (•( 
tion  around  the  globe 
soon  be  developed.  Rest 
ers  at  the  World  Bank  i 
project  to  assess  the  coj 
business  of  complying  witl 
ernment  regulations  in  < 
oping  nations.  A  key  obj( 
will  be  to  separate  the  cof- 
tributable  to  bribes  and 
forms  of  corruption  from 
mate  business  costs. 

Developed  nations  are  h 
immune  from  corruptio 
though  they  tend  to  suffe 
virulent  strains.  In  the 
for  instance,  there  are  fi-e 
cases  of  local  officials,  i 
and  government  inspecto 
ing  found  on  the  take.  Sc; 
may  flare,  such  as  the  sar 
and  loan  debacle  in  the 
and  political  corruption  in  Japai 
these  do  not  have  long-term  eco 
consequences. 

The  big  exception  among  indu  i 
ized  nations  is  Italy,  where  an  elal 
web  of  relationships  between  thi 
fia,  politicians,  and  business  execi 
has  been  exposed.  Five  former  i 
Ministers  and  several  former  Cm 
officers  are  under  investigation  for 
inal  activities,  hundreds  of  execi 


A  NEW  GIOBO-COP  FOR  CROOKS  IN  HIGH  PLACES 


There  was  a  time  when  business 
executives,  bankers,  and  aid  offi- 
cials from  the  industrialized  world 
held  their  noses,  forked  over  bribes  to 
officials  in  places  from  Kenya  to  Ar- 
gentina, and  told  themselves:  At  least 
these  leaders  are  on  the  right  side  of 
the  ideological  divide.  The  end  of  the 
cold  war  changed  all  that.  Now,  the 
economic  costs  of  corruption  are  ap- 
parent to  everyone— even,  increasingly, 
to  many  Third  Woi'ld  figures  who  may 
be  tempted  by  corruption— and  there's 
no  excuse  for  protecting  the  bad  guys. 

This  change  of  spirit  is  behind  a 
new,  nonprofit  group,  Transparency 
International,  dedicated  to  combating 


"gi'and"  con'uption  involving  corpora- 
tions and  holders  of  public  office  in 
countries  around  the  world.  Ti  wants 
governments  and  corporations  to  be- 
have in  a  more  "transparent,"  and 
hence,  honest,  fashion.  It  counts  among 
its  founders  and  directors  former 
World  Bank  officials  and  anticorrup- 
tion  experts  fi-om  Africa  and  Asia,  and 
it  has  already  sent  a  team  to  Ecua- 
dor, at  the  government's  request,  to 
devise  a  program  for  fighting  graft. 
Modeled  on  Amnesty  International, 
Berlin-based  TI,  founded  last  May,  is 
receiving  support  from  European  aid 
agencies  and  a  few  multinationals  such 
as  General  Electric  Co.  and  Boeing  Co. 


Since  the  1977  passage  of  the  < 
eign  Corrupt  Practices  Act,  U.  S. 
tinationals  have  been  at  a  compet 
disadvantage  with  foreign  compa 
many  of  which  may  deduct  bri'oes 
cost  of  business.  But  Tl  repres( 
tives  think  foreign  multinationals 
be  convinced  that  corruption's  dai 
is  so  great  that  they  must  join 
battle.  "This  is  a  problem  that  r 
moral,  economic,  and  political  issifc 
says  Fi'itz  F.  Heimann,  associate  g'le 
al  counsel  at  ge  and  head  of  the 
U.S.  chapter  of  Tl.  "It's  not  an  : 
that  can  be  fought  on  the  basis  of 
petitive  advantage  or  disadvanta^ " 
By  Karen  Pennar  in  New 
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"The  Supra  easily  outgrips  the  Ferrari 
512  TR  and  the  Porsche  911  Turbo,  is 
more  stable  in  abrupt  maneuvers,  and 
digs  to  a  halt  with  near  identical 
determination." 

Road  &■  Track/ August,  1993 

"The  Supra  Turbo  is  an  absolute  beast." 

Automobile  Magazine/April,  1993 

"The  brakes  are  magnificent— IVe  never 
tried  better." 

Car  and  Drixer/September,  1993 


"There  is  every  reason  to  believe  that  the 
Toyota  Supra  Turbo,  at  about  one-fifth 
the  financial  assault  of  a  Testarossa,  can 
match  the  legendary  Ferrari's  pace  on 
just  about  any  twisted  piece  of  asphalt. 
Ditto  the  $100K  Porsche." 

Road  &  Track/August,  1993 

"Supra  Turbo  is  the  MVP  (Most  Valuable 
Performer)  of  the  Automotive  Dream 
Team." 

Motor  Trend/August,  1993 


These  Are  The  Reviews. 
Imagine  The  Performance. 


"The  intercooled  sequential  twin-turbo 
version  is  the  real  adrenaline  pump. 
When  both  turbos  are  spooled  up, 
there's  320  hp  on  the  Supra's  tap." 

Popular  Mechanics/March,  1993 

"The  ante  to  compete  in  the  world's  order 
of  ultra-performance  cars  has  just  been 
raised.  The  Toyota  Supra  Turbo  is  the 
new  Top  Gun." 

Motor  Trend/August,  1993 


"The  Supra  Turbo  does  what  few  other 
cars  in  history  have  been  able  to  accom- 
plish: Combine  exoticar  performance 
with  luxo-coupe  grace  and  deliver  it  all 
at  a  price  that  won't  cause  angina 
pectoris!' 

Motor  Trend/August,  1993 

"...could  be  history  in  the  making." 

Road  &'  Track/March,  1993 

"A  world  beater." 

Car  and  Driver/September,  1993 


®  TOYOTA  Supra 

"/  love  tvhat  you  do  for  me.' 


The  1994 Toyota  Supra.  Its  Taken  Everything  Sports  Cars  Were  Before 


And  Crossed  The  Line. 

Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of  your  nearest  dealer  Buckle  Up!  Do  it  for  tfiose  who  love  you  ©1993  Toyota  Motor  Sales,  US  A  ,  Inc 
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have  been  implicated  lor  payin^i,'  l)ril)es, 
and  the  once  ind(jmitai)le  Mafia's  powers 
have  been  curlied.  Franco  Cazzola,  pro- 
fessor of  jjoHticai  science  at  the  Univer- 
sity of  Florence  and  author  of  a  recent 
study  on  corruption,  observes  that  busi- 
nesses and  politicians  conspired  "to  raise 
the  price  of  [projects]  which  could  be 
done  for  far  less." 

Near  Enna  in  central  Sicily,  highway 
overpasses  were  built  on  towerinj^  con- 
crete pillars— even  though  the  surround- 
ing land  is  flat.  In  nearby  Calabria  on 
the  mainland,  dams  stand  unfinished. 
And  all  over  Southei'n  Italy,  superhigh- 
ways to  nowhere  l)egin  and  end  abrupt- 
ly. The  Luigi  Einaudi  research  center 
estimates  that  corruption  has  inflated 
Italy's  total  outstanding  government 
debt  by  as  much  as  15%,  or  about  $200 
billion. 

PAYING  FOR  PERFORMANCE.  Italy's  polit- 
ical system  is  now  undergoing  reform, 
and  numerous  state-owned  comi)anies 
are  being  auctioned  off.  That  should  help 
reverse  the  conditions  that  economists 
Andrei  Shleifer  of  Harvard  University 
and  Robert  W.  Vishny  of  the  Univer- 
sity of  Chicago  believe  foster  corrup- 
tion: a  lack  of  political  and  economic 
competition.  Corruption  flourishes  when 


regimes  exercise  m(.)nopoly  power,  as 
was  the  case  in  Soviet  Russia  and  East- 
ern Europe.  Today,  these  regions  are  in 
transition,  and  chaotic  conditions  and 
weak  governments  have  allowed  new 
corruption  opportunities  to  arise. 

Over  time,  however,  the  development 
of  a  more  competitive  political  process, 
as  exists  in  most  industrialized  nations. 


In  central  Sicily,  highway 
overpasses  were  built  on 
towering  pillars — though  the 
surrounding  land  is  flat 


should  mitigate  against  graft  and  patron- 
age. Healthy  economic  competition  also 
works  against  corrupt  practices  taking 
hold.  Privatization  of  businesses,  fol- 
lowed by  demonopolization,  is  needed. 

Further,  economists  say,  incentives  to 
civil  servants  must  be  changed.  When 
there  is  little  chance  of  getting  caught  or 
punished,  and  little  income  from  an  hon- 
est day's  work,  taking  a  bribe  seems 
reasonal)le.  In  Singapore,  where  corrup- 


tion is  r'elatively  infrequent,  notes  \^rl 
Bank  economist  Ed  Campos,  civil 
vants  are  "very  well  paid  compared 
people  in  the  private  sector  and 
pared  with  civil  servants  around 
world."  At  the  same  time,  stiff  pi 
ties  are  assessed  against  corrupt 
cials.  Poorer  countries  may  choos 
"pay  for  performance"— as  Bolivia  d 
1985,  when  customs  workers  recei\ 
percentage  of  the  60%  increase  in 
toms  revenues. 

Although  the  fight  against  corru] 
appears  to  be  an  uphill  one,  the  c 
tions  that  encourage  corruption  ca 
reversed.  Today,  in  Italy,  bids  for  \)\ ; 
works  projects  are  coming  in  at  ii 
40%  below  initial  cost  estimates, 
the  Italian  government  could  save 
billion  this  year  alone  by  not  be;! 
the  cost  of  corruption,  the  Luigi  Eii 
research  center  predicts.  On  n 
grounds  alone,  of  coiu'se,  it's  desirab 
reduce  the  decay  and  rot  that  corrii] 
brings  to  a  society.  But  pure  econ^ 
calculus  makes  the  effort  even  t 
worthwhile. 

By  Karen  Pennar  in  New  York, 
Peter  Galuszka  in  Moscow,  David 
dorff  in  Hong  Kong,  and  Raphael  J- 
um  in  Rome 


Read  wHy  the  experts 
trust  John  Whitney 


"Provides  the  key  to  building  the 
competitive,  last,  flexible  bound- 
aryless  organization. .  Whitney's 
insights  and  practical  guidance 
should  be  must  reading  lor  all 
serious  business  leaders/" 
— NoKL  M.  TiCHY,  co-author  o( 
(  ontrol  Your  /Jcsl/iiy  or  Somconi'  E/sc  Will 

''John  Whitney  brings  home,  in 
concrete  fashion,  the  tremendous 
costs  of  the  prevailing  system  of 
management.  He  helps  us  to  look 
through  the  lens  of  profound  know 
ledge  so  that  we  may  begin  to 
manage  our  organizations,  win-win  " 
— Dr.  W.  Edwards  Deminc; 
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''The  most  important  work  on 
management  that  I  have  read  in  th 
last  decade.  John  Whitney's  book 
lays  bare  the  weaknesses  in  corpo- 
rate America  and  it  shows  us  all  an 
inspiring  alternative." 
— Danny  Miller,  author, 
The  kants  Paradox:  How  Exceptuvial 
CompiinifS  Bri}u)  Aiwul  thtir  Own 
Downfall 

Available  at  your  local  bookseller, 
or  call  1-800-2-MCGRAW 
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This  is  Free: 
-800-760-1111 


This  is  Priceless: 

Advertise  YOUR  COMPANY  ON  THE 
Export  Hotline's  Electronic  Directory 

for  only  $35  a  year. 
Whether  you're  looking  for  business  around 
the  world  or  right  here  at  home, 
YOUR  Company  can  be  found  by  more  than 

1,000  BUSINESS  CALLERS  WHO 

USE  THE  Export  Hotline  evertday. 
Call  our  800  number  for  BusinessWeek  readers 

AND  we'll  FAX  YOU  EVERYTHING  YOU  need, 
it's  THAT  SIMPLE. 


AT&T  •  BusinessWeek  •  Delta  Air  Lines, 
KPMG  Peat  Marwick  •  The  Journal  of  Commerce  •  The  National  Association  of  Manufacturers 
U.S.  Council  for  International  Business  •  Wolf,  Greenfield  &  Sacks,  p.c. 


THE  U.S.  Department  of  Commerce. 
Developed  &  Managed  by  International  Strategies,  Inc. 


THE  YIELD 
GAME 

TO  WIN  IT  YOU'LL  HAVE  TO  TAKE  A  FEW  CALCULATED  RISl! 


"Hiqh   Yields  Without 
High  Risk!" 

So  reads  a  recent 
ad  in  The  New  York 
Times  for  the  Drey- 
fus Short-Term  Income 
Fund.  And  that  also 
neatly  sums  up  the  most  daunting  chal- 
lenge facing  the  investing  public  today: 
How  do  you  get  high  yields  in  a  low- 
yield  era? 

Welcome  to  the  Yield  Game.  Inves- 
tors are  being  forced  to  play— and  for 
the  most  part,  they're  losing. 

There  are  so  many  ways  to  lose. 
High-fee,  minirate  bank  accounts  have 
become  a  standard  part  of  the  cash-man- 
agement landscape  despite  far  more  at- 
tractive alternatives.  Mortgage-backed 
securities  are  a  mine  field  for  even  the 
most  sophisticated  investors  (page  150). 
But  probably  the  most  painful  way  to 
lose  the  Yield  Game  is  to  swallow  the 
conventional  wisdom  on  Wall  Street— 
that  it's  foolhardy  to  reach  for  yield  by 
l)uying  fixed-income  securities  and  high- 
dividend  stocks. 

SAFETY  FIRST.  It's  an  argument  that  has 
been  fed  by  the  inflation  jitters  of  recent 
days,  which  have  seen  rates  climb  be- 
cause of  better-than-expected  economic 
growth  numbers.  The  Street's  rationale 
is  that  inflation  is  just  over  the  horizon 
and  will  cause  principal  values  to  de- 
cline. It's  an  argument  that  used  to 
make  sense.  But  the  pursuit  of  high  in- 
come, as  an  end  in  itself,  is  a  smart 
strategy  nowadays.  The  threat  of  infla- 
tion will  occasionally  result  in  rate  up- 
ticks— but  don't  be  deterred.  This  is,  af- 
ter all,  an  era  of  disinflation,  in  which 
low  interest  rates  are  likely  to  last  for 
the  foreseeable  future.  With  global  com- 
petition dampening  prices  across  the 
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THE  RISKS 
AND  REWARDS 
OF  HUNTING  FOR 
HIGHER  RETURNS 
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RISK 


NEGLIGIBLE 

Investmenfs  are  very  short  on 
maturity,  and  many  are  direct  obli- 
gations of  U.S.  government  or  in 
government-guaranteed  deposits. 


LOW 

High  credit  quality  ant 
market  volatility  make  ■ 
"sleep  at  night"  investr' 


DATA:  BAHK  RATE  MOHITOR;  MOHEY  FUHD  UPOKT.  MORNINGSTAR,  INC.;  STANDARD  S  POOR'S  CORP.;  BW 


board,  interest  rates  should  stay  flat, 
reducing  the  threat  to  total  retvu'ns  fi-om 
declining  asset  values. 

Of  course,  there  are  plenty  of  poten- 
tial pitfalls  in  the  hunt  for  yields.  Some 
of  the  highest-yielding  investments,  such 
as  junk  bonds  and  mortgage  portfolios, 
can-y  with  them  unacceptably  high  ri.sks. 
Real  estate  investment  trusts,  which  are 
among  the  highest-yielding  equities,  are 


likewise  rife  with  peril.  And  30- 
Treasuries  would  lose  market  val 
interest  rates  were  to  suddenly  c 
Still,  you  can  get  steady,  reliable  \ 
that  more  than  compensate  you  foi 
risks  you  take.  Indeed,  rates  that 
mouth-watering  in  even  the  "goo^ 
days"— 8%  or  better  for  some  safe,  ^ 
yielding  stocks  and  bonds— are  not  o 
I'each.  And  such  income  can  be  re;i 
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COVf 


14.5% 


10% 


DERATE 

>re  market  risk  and 
s  credit  quality.  But 
>  world,  both  risks 
'  taking. 


HIGH 

Pushing  out  the  edges  of 
credit  quality  or  market 
risk,  some  with  a  measure 
of  currency  risk  as  well. 


0 


UNACCEPTABLE 

Yields  that  are  often  indis- 
tinguishable from  high-risk 
investments,  but  hidden 
perils  make  them  yield  traps. 


lut  putting  capital  at  unreasonable 
Notes  Fred  Quirsfeld,  manager  of 
2.5  billion  ids  Bond  Fund:  "In  this 
Jst-rate  environment,  you're  better 
»cusing  on  investments  with  high 
•nental  rates  over  Ti'easuries." 
the  pages  that  follow,  business 

sets  forth  a  comprehensive  plan 
laying  the  Yield  Game  and  win- 

We've  divided  the  playing  field 


into  five  territories:  Negligible  Risk, 
Low  Risk,  Moderate  Risk,  High  Risk, 
and  Unacceptable  Risk.  Everybody  ven- 
tures into  the  first  territory,  for  even 
high-rollers  keep  money  in  the  till  while 
waiting  for  opportunities  to  arise.  But 
the  way  to  win  the  Yield  Game  is  to 
expand  your  risk  horizons— while  keep- 
ing an  eye  peeled  for  the  tax  collector. 
When  it  comes  to  managing  risk,  in- 


vestors are  notoriously  chicken-hearted. 
For  decades,  fixed-income  investors, 
haunted  by  the  Great  Depression,  clung 
to  the  "safety"  of  government  bonds  and 
shunned  risk.  The  results  were  disas- 
trous: From  1940  to  1980,  as  inflation 
accelerated,  interest  rates  increased  and 
undercut  the  principal  value  of  their 
creditworthy  bonds.  Government  bonds 
earned  a  2.3%  total  annual  return,  while 
inflation  weighed  in  at  4.3%,  according  to 
Ibbotson  Associates. 
NEW  MATH.  With  inflation  on  the  wane 
worldwide,  the  time  is  ripe  to  move  into 
income-producing  investments  with  long- 
er maturities.  "Most  individuals'  invest- 
ment horizons  are  longer  than  a  couple 
of  years,"  says  Ron  Ryan  of  Ryan  Labs 
Inc.,  a  fixed-income  research  firm.  "But 
they  try  to  meet  it  with  short-term  in- 
vestments. Mathematically,  it's  not  going 
to  work.  You  have  to  go  for  longer  ma- 
turities." This  is  especially  true  for  cash 
in  401(k)  and  retirement  plans. 

How  risk-averse  have  investors  be- 
come? One  indication  is  a  recent  study 
conducted  by  the  Gallup  organization 
for  the  Employee  Benefit  Research  Insti- 
tute. It  found  that  a  whopping  69%  of  in- 
vestors favored  low-risk,  low-return  in- 
vestments, while  25%  were  willing  to 
take  high  risks.  No  wonder  money-mar- 
ket funds  are  oversaturated  with  cash 
even  as  money-market  and  bank  rates 
have  gone  into  a  tailspin.  During  the 
12-month  period  that  ended  Sept.  30, 
passbook  and  money-market  deposit  ac- 
counts actually  .grew  by  4.3%,  to  $1.2 
trillion,  and  money-market  mutual-fund 
assets  declined  by  a  mere  1%. 

Emerging  from  the  money-market 
womb  would  be  painful  for  most  inves- 
tors—but it's  overdue.  And  with  the 
economy's  gradual  improvement,  it's  also 
a  good  idea  to  move  a  little  lower  on  the 
credit-ciuality  spectrum.  As  business  im- 
proves, so  does  borrowers'  ability  to 
meet  their  obligations.  Likewise,  income- 
seeking  investors  should  consider  tax- 
free  investments,  whose  benefits  have 
never  been  so  evident.  Tax-free  money- 
market  mutual  funds,  bond  funds,  and 
individual  munis  offer  yields  that  fre- 
quently beat  the  equivalent  payouts- 
adjusted  for  taxes— of  taxable  instru- 
ments. A  municipal  money-market  fund 
yielding  2.5%  is  equal  to  a  taxable  fund 
yielding  3.9%  for  those  in  the  36%  tax 
bracket. 

The  search  for  higher  yields  can  be  as 
simple  as  switching  from  a  money-wast- 
ing checking  account  to  a  top-drawer 
money-market  fund.  Whatever  path  you 
take,  don't  be  spooked  by  inflation  wor- 
rywarts.  Even  total-return-oriented  pros 
agree  that  a  continued  disinflationary 
environment  argues  in  favor  of  income- 
oriented  investments.  Frederick  B.  Tay- 
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lor,  chief  investment  officer  at  U.  S. 
'^Ti'iist  Co.  and  a  stern  critic  of  yield- 
oriented  strategies,  observes  that  "if  it's 
a'  given  that  rates  will  stay  where  they 
are,  it  takes  a  lot  of  the  risk  out  of 
high-yield  investments." 

Safety  and  yield— the  two  are  not  in- 
compatil)le.  Here's  how  to  get  one  while 
not  sacrificing  the  other. 


NEGLIGIBLE  RISK 


MAKING  THE  MOST 
OF  MEAGER  RATES 

The  collapse  in  interest  rates  has  dec- 
imated returns  on  supersafe  cash- 
like  accounts.  Microscopic  yields  on 
checking,  money-market  deposits,  cer- 
tificates of  deposit,  and  money-market 
mutual  funds  have  prompted  millions  of 
jjeople  to  move  their  money  into  longer- 
ter-m  investments.  But  there  are  also 
millions  who  shun  all  forms  of  risk  and 
have  left  more  than  $1  trillion  in  these 
accounts,  losing  billions  each  year  in 
interest. 

Almost  everyliody  needs  a  bank  ac- 
count, and  bankers  understand  this 
well— they've  slashed  their  rates  the 
most.  In  April,  1989,  the  average  yield 
on  interest-bearing  checking  accounts 
was  5.15%.  Today,  it's  a  scant  1.65%— a 
68%  decline.  That's  nearly  twice  the  per- 
centage flccline  in  yield  on  long-term 
bonds  over  that  same  period. 

People  don't  have  to  settle  for  what 
the  local  bank  is  paying.  They  can  in- 
crease their  yields  with  no  loss  of  safety 
by  moving  monev  to  out-of-town  banks 
or  money-market  mutual  funds.  That's  a 
jarring  thought,  pai'ticularly  for  risk 
averse  individuals.  "People  like  to  be 
able  to  'visit'  their  money,"  says  Rotjeit 
Heady,  publishei-  of  Bank  Rate  Monitor  in 
North  Palm  Beach,  Fla.  "But  there's  no 
less  safety  in  a  bank  2,000  miles  from 
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home  than  one  that's  down  the  street." 

So  don't  hesitate  to  send  your  cash 
out  of  town,  if  that's  where  the  higher 
fields  are  found.  First  Signature  Bank  & 
Ti-ust  in  Portsmouth,  N.  H.,  pays  3.28% 
in  a  money-market  deposit  account— al- 
most 37%  higher  than  the  national  aver- 
age of  2.39%.  Southern  Pacific  Thrift  & 
Loan  Assn.  in  Culver  City, 
Calif.,  pays  3.98%  on  a  six- 
month  certificate  of  deposit 
and  4.08%  on  a  one-year 
CD.  Both  are  at  least  a  per- 
centage point  over  the  na- 
tional average. 

There's  even  a  better  al- 
ternative to  the  low-yield 
checking  account— United 
Services  Ti-easury  Secur- 
ities Cash  Fund,  a  money- 
market  mutual  that  cur- 
rently pays  2.13%.  It  isn't 
guaranteed  by  the  Federal 
Deposit  Insurance  Corp.— no  mutual 
funds  are— but  it  invests  only  in  short- 
term  Ti'easury  securities  guaranteed  by 
the  "full  faith  and  credit"  of  the  govern- 
ment and  repurchase  agi'eements,  which 
are  short-term  Ijorrowings  collateralized 
by  Ti"easury  securities.  The  minimum 
investment  in  the  fund  is  $1,000,  and 
investors  must  also  maintain  an  aver- 
age monthly  balance  of  $1,000. 

Sure,  there  are  money-market  funds 
with  higher  yields,  but  United  Services 
Ti'easury  Cash  Fund  has  something  most 
don't— unlimited  check-writing  privileges, 
with  no  minimum  on  the  amount  of  a 
check.  Most  money  funds  offer  check- 
ing but  require  that  each  check  be  writ- 
ten for  at  least  $500— making  them  im- 
practical for  everyday  transactions. 
TAX  TRICKS.  With  careful  fimd  shopping, 
an  investor  can  Iwlster  the  yields  from 
money-market  funds.  You  can  eke  out 
0.20%  in  yield  by  switching  to  a  money 
fund  that  invests  mainly  in  corporate 
and  bank  issues  rather  than  govern- 
ments. But  don't  make  the  switch  with- 
out weighing  the  tax  consequences.  Most 
government-securities  money  funds  are 
exempt  fi'om  state  and  local  income  tax- 
es, while  conventional  money  funds— 
and  bank  accounts— are  not. 

The  Pei-manent  Portfolio  Ti'easury  Bill 
P\md  takes  a  different  tack.  It  converts 
ordinary  income  into  capital  gains.  The 
fund  invests  like  the  most  conservative 
of  money-market  fvmds— Ti-easury  bills 
only— but  unlike  money  funds,  it  doesn't 
pay  regular  dividends  and  does  not 
maintain  the  net  asset  value  at  $1  per 
share.  The  fund  is  earning  2.41%,  a  little 
iielow  what  most  U.  S.  Ti'easury  money- 
market  funds  yield.  But  investors  who 
hold  their  shares  for  more  than  a  year 
will  reclaim  their  interest  as  capital 
gains.  That  limits  the  maxinuim  tax  rate 


ONSIDER 
SHIFTING 
YOUR  BANKING 
BUSINESS  OUT 
OF  TOWN 


to  28%.,  vs.  39.6%  for  ordinary  incn 

Even  better  than  deferring  ta 
avoiding  them.  Investors,  if  they  i 
little  more  risk,  can  get  a  lot  mo 
turn  by  moving  cash  into  tax-e: 
money-market  mutual  funds, 
funds  are  like  regular  money-ni 
funds  but  invest  in  very  short-ten 
nicipal  paper.  Amont 
tistate  funds,  Stron 
nicipal  Money  M 
Fund  has  long  been 
yieldei-.  Its  2.49%  yi 
e(iual  to  3.89%  in  a  t; 
fimd  for  an  investor 
36%  tax  bracket. 

High-income  invesi 
high-tax  states  ma\ 
to  choose  a  single 
tax-exempt  money-n 
fund.  They  are  a  bit 
er,  since  all  their  \vi 
are  in  one  state.  St; 
yields  can  more  than  compensatr 
slightly  higher  risk.  A  Californian 
highest  federal  and  state  incon 
bracket  now  pays  a  combined  5(1 
on  income.  The  2.41%  yield  on  the 
ity  Spartan  California  Municipal  ' 
Market  Portfolio  amounts  to  the  ( 
lent  of  nearly  5%  on  a  taxable  i 
ment  for  a  California  taxpayer  wh 
the  highest  federal  and  state  tax 
et.  There  is  no  comparable  taxall 
vestment  that  yields  anything  thai 
What's  crucial  in  the  yield  g^ 
not  what  you  earn  liut  what  you 
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THE  BEST  NO-RISK 
INVESTMENTS 

UNITED  SIRVICES 

TREASURY  SECURITIES  ^  I 

CASH  FUND  2.1 

Allows  yrilimifed  check-writing  wi 
no  minimum  size;  substitute  for  ci^ 
ing  account 

PERMANENT  PORTFOLIO      .  ' 
TREASURY  BILL  FUND  2.^ 

Unusual  structure  turns  current  in- 
come into  capital  gains  for  favorc 
tax  treatment 

STRONG  MUNICIPAL  ^ 
MONEY-MARKET  FUND  2.^' 

Consistently  one  of  tfie  highest-yi<! 
ing  tax-free  money  funds 

6-  AND  12-M0NT1I 
CERTIFICATES  OF  DEPOSIT  3.9 

SOUTHERN  PACIFIC 
THRIFT  &  LOAN 

CULVER  CITY,  CALIF.  4.0 
Higfiest  yields  on  federally  insure 
deposits  
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THE  STEEP  YIELD 
CURVE  BECKONS 

^  


LOW  RISK 


IMBING  THE 
ELD  CURVE 

ield  investors  may  think  the  fixed- 
income  market  an  unfriendly  place 
right  now.  But  one  facet  of  that 
3t  works  in  their  favor.  The  "shape" 
e  yield  curve,  or  the  line  that's 
n  when  you  connect  the  dots  of  the 
us  maturities  of  bonds,  is  very 
dly  to  the  risk-averse  investor. 
:  of  the  most  attractive  rates  on 
ield  curve  kick  in  at  the  one-to- 
'ear  range. 

at's  because  the  curve  is  "steep"— 
5  make  big  jumps  from  maturity 
iturity.  A  one-year  U.  S.  Treasury 
low  yielding  3.63%,  may  look  paltry, 
itep  out  a  little  bit  on  the  curve, 
Dy  comparison,  a  two-year  Ti-eas- 
lote,  at  4.2%,  is  downright  sweet. 
)ve  out  to  three  years,  and  the  in- 
■r  earns  4.57%— almost  a  percent- 
point  over  the  one- 
bill.  Or  think  of  it 
way:  Choosing  the 
-year  Treasury  note 

the  three-month 
3ury  bill  boosts  in- 

by  43%.  In  fact, 
analysts  believe  that 
IVeasury  note  up  to 
t  five  years'  matur- 
1  5.16%,  yield-is  a 
•Qus  deal. 

!  even  smarter  way 
ay  the  government- 
market  is  through 
ifunded  municipal  bonds.  The  "pre- 
as  created  in  recent  years  as  inter- 
ites  tumbled.  Unable  to  retire  the 
s,  the  municipalities  issued  new 
with  lower  rates  and  set  aside 
of  the  proceeds  to  buy  enough 
government  bonds  to  pay  off  the 
ining  interest  and  principal  on  the 
5.  The  pre-re's  income  comes  from  a 


EYOND 
TREASURIES 
AND  MUNIS  ARE 
A  HOST  OF  SHORT 
TERM  FUNDS 


cache  of  U.  S.  bonds,  i)ut  it's  still  tax-ex- 
empt to  the  ijondholder. 

The  pre-re  may  well  be  one  of  the 
best  bond  investments,  taxable  or  tax- 
exempt.  For  most  investors,  the  tax- 
equivalent  yields  on  pre-res  beat  any- 
thing available  in  U.  S.  government 
securities.  Look  at  a  prerefunded  issue 
of  the  Metropolitan  Sanitary  District  of 
Greater  Chicago.  The  bonds  were  ori- 
ginally set  to  mature  in  2001,  but  be- 
cause of  refunding,  will  be  redeemed  in 
four  years.  The  interest  and  principal 
no  longer  depend  on  the  finances  of  the 
authority  but  on  the  government  bonds 
that  are  in  escrow.  The  yield  to  maturity 
is  a  tax-free  4.25%,  while  Treasury  notes 
of  similar  maturity  would  fetch  almost 
5%.  To  the  investor  in  the  36%  tax 
bracket,  that  prerefunded  muni  offers 
the  ecjuivalent  of  6.64%.  Yields  are  so 
generous  that  even  an  investor  in  the 
28%  tax  bracket  would  come  out  ahead. 

Hugh  R.  Lamle,  the  head  of  fixed-in- 
come and  quantitative  analysis  at  M.  D. 
Sass  Investors  Services,  says  pre-res 
are  better  than  AAA-rated  munis  and 
insured  munis.  "Triple-A  bonds  can  be 
downgraded,"  he  notes,  "but  a  pre-re 
can't."  And  insurance  is  only  as  good  as 
the  insurer.  "You're  well-covered  if  a 
single  issuer  defaults,"  he  says.  "But  I 
would  be  concerned  if  there  were  wide- 
spread defaults." 

LOOK  TWICE.  At  first  glance,  pre-res  may 
not  look  attractive.  Since  their  interest 
payments  were  set  when  rates  were  far 
higher,  the  bonds  sell  well  above  par.  Go 
back  to  the  Chicago  sanitary  district 
bonds.  The  annual  interest  rates 
amounts  to  7.7%,  or  $77  per  $1,000, 
which  was  the  market  rate  when  the 
bonds  were  issued  in  1986.  Because  of 
the  high  coupon,  that  bond  now  sells 
for  113,  or  $1,130.  The  current  yield, 
about  6.8%,  is  nearly  double  what  a  four- 
year  issue  would  pay  if 
the  bond  were  issued 
anew. 

So  what's  the  rub?  A 
guaranteed  $130  loss?  Not 
really.  You  get  less  back 
at  redemption,  but  be- 
cause of  the  high  coupon, 
you  get  more  than  your 
share  of  interest  with 
every  coupon  payment.  In 
effect,  you're  getting  a 
piece  of  your  principal, 
too. 

Beyond  Treasuries  and 
some  selected  municipal  bonds,  most 
low-risk  investors  could  benefit  best  by 
placing  their  money  in  a  short-term-bond 
fund.  These  funds  keep  the  portfolio  ma- 
turities in  the  two-to-four-year  range, 
so  market-price  fluctuation  caused  by 
interest-rate  swings  should  be  kept  to  a 
minimum. 

Many  of  the  short-term  funds  have 


GOODYIEIDS 
WITH  tow  RISK 


TWO-YEAR 

4.20% 

THREE-YEAR 

4.57 

fOUR-YEAR 

.4.90 

IIVE-YEAR 

5.16 

►  No  credit  worries 

►  Exempt  from  state  and  local  income 
taxes 

►  Little  risk  from  rising  rotes 


ARLINGTON  (TEX) 
GENERAL  OBLIGATION  BOND 

To  be  refunded  ,  , 

May,  1997  4.13% 

METROPOLITAN  SANITARY  DiSTRia 
or  GREATER  CHICAGO 

Jo  be  refunded  Jan.,  1998  4.25 


ATLANTA 

GENERAL  OBLIGATION  BOND 

Due  Dec,  2003  4.85 

►  Up  to  1 0  years  to  coll  or  maturity 

►  Backed  by  U.S.  Treasury  or  agency 
bonds 

►  Great  buy-and-hold  investments 

►  Yields  can  be  more  tfian,  80%  of  a  fiigh- 
grade  taxable  bond 


T.ROWE  PRICE  ^ 
SHORT-TERM  BOHD  5.69 


cninnrD 


SHORT-TERM  BOND  6.50 

VANGUARD  FIXED-INCOME      ,  ^ 
SHORT-TERM  CORP.  4.81 

►  No-load  funds 

►  Can  usually  beat  Treasuries  by  adding 
corporates  and  mortgage-backed  securities 

►  Some  principal  may  be  at  risk 

DATA:UKEHHVC0.,8W 
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olher  bells  and  whistles  that  keep  their 
yields  several  percentage  points  above 
the  Ti-easury  yield  curve.  They  feed 
their  investors'  cravings  with  yield  en- 
hancers such  as  premium  coupon  bonds 
or  invei'se  floaters  that  actually  increase 
theii-  payments  as  interest  rates  decline. 

But  be  forewarned  that  the  highest- 
yielding  funds  may  not  be  the  funds 
with  the  highest  total  return.  Yield-en- 
hancement strategies  are  not  foolproof. 
Inverse  floaters  can  plunge  in  value  if 
rates  creep  up,  and  premium  bonds 
erode  net  asset  value  as  they  mature 
toward  par.  The  Scudder  and  Strong 
short-term-bond  funds,  for-  instance,  had 
8%  yields  during  1992  but  suffered  loss- 
es in  net  asset  value.  Still,  their  total  re- 
turns were  well  that  of  a  three-year 
Ti'easury.  But  funds  don't  necessarily 
need  yield  boosters  to  make  money.  The 
Vanguard  Short-Term  Corporate  P^md 
had  only  a  6.4%  yield,  Init  coupled  with 
a  small  measure  of  appreciation,  earned 
a  7.3%  total  return. 

Short-term,  tax-free  fimds  usually  pro- 
vide yields  more  in  line  with  the  gener- 
al level  of  interest  rates.  Now,  most  of 
the  short-term,  tax-free  funds  yield  only 
3%  to  3.5%.  While  that  may  be  attrac- 
tive to  the  high-tax-bracket  crowd,  this 
is  where  investors  may  opt  for  the  tax- 
able, which  yields  almost  twice  as  much. 


INCOME  DOESN'T 
HAVE  TO  BE  FIXED 

ere's  a  notion  that  will  set  the 
most  diehard  coupon  clii)per's  teeth 
(in  edge:  Buy  stocks.  Not  Boston 
Chicken  or  Starbucks,  which  sell  at  as- 
tronomical multiples  of  earnings.  But 
good,  sensible  companies  that  pay  rela- 
tively high  dividends  and  thus  have  a 
lower  volatility  than  the  stock  market  in 


H 


B 


general.  They  fit  well  into 
the  portfolios  of  those 
fixed-income  investors  who 
are  willing  to  take  a  mod- 
erate amount  of  risk  for  a 
potentially  higher  reward. 

Indeed,  a  mix  of  good 
dividend-payers  can  add 
something  to  a  portfolio  of 
moderate-risk  bonds.  Be- 
cause profitable  companies 
increase  dividends  over 
time,  stocks  can  add  incre- 
mental income.  A  fixed-in- 
come portfolio  is  exactly  that:  fixed. 

True,  bonds  have  delivered  super  re- 
turns for  the  past  few  years,  mainly  lie- 
cause  interest  rates  plunged.  But  if 
interest  rates  stay  stable,  what  you  see 
right  now  is  all  you're  going  to  get. 

Of  course,  stocks  are  more  volatile 
than  bonds.  But  if  investors  have  a  long- 
time horizon,  liuying  stocks  foi'  yield  is 
an  attractive  alternative.  Consider  that 
Bristol-Myers  Squibb  sells  at  60%,  with 
an  annual  dividend  of  $2.88  per  share. 
That's  a  4.8%  yield,  almost  the  same  as 
that  of  a  four-year  Treasury  note.  Buy 
Bristol,  and  collect  a  dividend  for  four 
years.  If  the  drugmaker's  stock  is  high- 
er than  it  is  now— a  reasonable  assump- 
tion—you've come  out  ahead. 

That  could  have  been  said  about  IBM 
several  years  and  dividenfi  cuts  ago.  In- 
vestors need  to  diversify— not  only 
among  different  stocks  but  across  in- 
dustries. Industries  where  dividends  are 
alcove  average  include  banking,  drugs, 
energy,  and  utilities  {table,  page  146). 

Electric  utilities  have  long  been  a  fa- 
vorite for  their  high  yields.  Richard  C. 
Young,  an  investment  adviser  who  pub- 
lishes the  Intelligence  Repuri,  is  one  of  a 
growing  number  of  pros  wary  of 
electi'ics.  "Regulators  are  getting  tough- 
er, and  utilities  face  big  liabilities  from 
decommissioning  nuclear  plants,"  says 
Young.  Instead,  he  recommends  natural 
gas  and  telephone  utilities  for  dividend 
growth  and  some  preferred  stocks  for 
current  yield. 

PAPER  STEW.  For  investors  who  would 
rather  buy  a  mutual  fund  of  dividend- 
paying  stocks,  there  are  plenty  to  choose 
from.  Most  etjuity-income  funds  fit  the 
liill:  They  generate  income  by  investing 
in  e(iuities  with  above-average  yields. 
They  also  sprinkle  their  portfolios  with 
lionds,  pi'eferred  stocks,  and  convertilile 
securities  that  can  turn  into  common 
stock  if  the  company  does  well. 

That's  the  strategy  of  the  Lindner 
Dividend  Fimd,  which  recently  reopened 
to  new  investors.  It  shut  its  windows 
in  March  because  it  was  swamped  with 
new  money  and  what  portfolio  manager 
Eric  Ryback  thought  was  a  dearth  of 
good  places  to  invest  it.  Today,  he  says. 


UYING 

STOCKS  FOR 
YIELD  MAKES 
SENSE-IF  YOU 
HAVE  PATIENCE 


he's  finding  more  o  k 
tunities.  The  fund  sp( 
6.5%  yield. 

While  high-yie 
stocks  will  likely 
better  in  the  long 
many  yield-seekers 
concerned  with  bolst 
income.    With  tha 
mind,  the  10-year  T 
ury  bond,  with  a  Tj 
return,  looks  good— a 
perhaps  a  better  buy 
the  30-year  bond,  v 
yields  less  than  half  a  percentage 
higher  but  is  riskier.  If  rates  rise 
market  value  of  the  30-year  bond 
fall  almost  twice  as  fast  as  the  10| 
bond  because  of  its  longer  maturitj 
Mutual  funds  that  invest  in  goi 


RE/ 

MODERATE  RISK 

TAXABIE  MUTUAL 


DIVIDEND 

IIAIIA6ERS 
HffjMlliDIATI  MPOT 

STRATTON  MONTHIY 
DIVIDEND  SHARES 

WPG  GOVERNMENT 


TAX-FREE  FUNDS 

FIDELITY  AGGRESS 
TAX-FREE 

T.  ROWE  PRICE  TAX-FREE 
HIGH-YIELD^ 

SIT 'NEW  BEGINNING' 
TAX-FREE  INCOME 

V; 


TAX-FREE  CLOSED-END  FUNDS  i 
^VHiiyiriDAi 


OPPORTUNITY  II 

INCOME  4 

■■Hi 

-  -  ^0 

'  DATA:  MORNINGSTAR  INC.,  THOMAS  J.  NEtZFElO  &  0).,  BUSINESS  Wl 
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Wireless  LANs  •  Modems 
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emiconducfors  •  Inregrofed  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Conl-rollers  •  Microprocessors 


iNF  IHFA  HA^  FARKIFD  IK  ^TAMP^  Quolryirsosmpledeoondonefhof 
'lit  IL/Lr\  rW  t/MAnLL/  UJ  Jlr\lV\r  J  Hqs  become  the  foundoflon  of  our  entire 

f  APPROVAL  EVERYWHERE  WE  60.  ZTrrrtTo^^o^o 

aloyees  around  the  globe  dedicoted  to  the  endless  pursuit  of  perfection  in  everything  we  moke  ond  everything  v\/e  do. 
ether  v/ith  those  v/ho  hove  chosen  our  products,  they  hove  helped  moke  us  o  v^orld  leader  in  wireless  communi- 
ons, semiconductor  technology  ond  advanced  electronics.  Clearly  quality  is  one  idea  that  knows  no  boundories. 


M€>T€>¥l€>L,A. 


Quality  Means  The  World  To  (Vs  ™ 

®  ond  Motorolo  are  registered  trodemorks  of  Motorolo,  Inc.  €)  1993  Motorolo,  Inc. 


ment-backed  mortgage  securities  should 
also  fare  well.  As  interest  rates  pltinged. 
many  of  the  funds  were  hurt  when 
hordes  of  homeowners  refinanced  and 
repaid  their  mortgages.  But  should  in- 
terest rates  remain  fairly  stable,  mort- 
gage funds  should  dehver  higher  than 
Treasiu-y  fields  without  imdue  risk.  "We 
buy  go\  eniment-agency  paper  that  has  a 
higher  interest  rate  than  the  30-year 
bond  but  has  an  average  life  of  only 
three  to  five  years."  says  W'oith  Brunt- 
jen.  who  runs  Managers  Intermediate 
Mortgage  Fund. 

Bruntjen  also  liolsters  returns  hy  us- 
ing mortgage  insti-uments  that  pay  ei- 
ther interest  or  principal  only.  True, 
some  money  managers,  and  indeed  some 
big  Wall  Street  trading  fiiTns.  have  lost 
bundles  trading  these  derivatives,  but 
Brimtjen  has  used  them  with  aplomb. 
So  far  this  year  (through  Oct.  31 1.  the 
fund  has  earned  12 A%.  nearly  double 
the  mongage-fund  a\"erage.  The  fimd's 
current  yield  is  8.25' c. 
PRIME  TIME.  Perhaps  even  more  allur- 
ing than  fixed-income  mutual  funds  are 
closed-end  bond  ftmds.  They  differ  from 
mutual  funds  in  that  they  do  not  take  in 
new  money  or  redeem  shares.  Instead, 
fund  shares  trade  like  stocks.  Closed- 
end  fund  giu'u  Thomas  J.  Herzfeld  say- 
the  funds  have  been  hit  by  a  wave  u; 
selling,  driven  by  the  uptick  in  interest 
rates  and  by  yeai'end  portfolio  shuffling. 
"It's  bargain  time  for  the  funds."  savs 


Herzfeld.  "The  risk-reward  re- 
lationship is  \"ery  favorable." 

The  most  attracti\-e  closed- 
end  fimds  are  those  that  sell 
at  a  discount  to  the  value  of 
their  portfolios.  Bu\"ing  them 
at  discount  is  like  buying  a 
bond  that's  selling  below  par. 
The  >ield  is  higher,  since  in- 
vestors ha\-e  to  lay  out  less 
money  for  the  same  payout. 
That  has  led  to  rates  of  8.7% 
on  MFS  Charter  Income  Trust 
and  8.2%  on  MFS  Govern- 
ments Market  Income  Trust, 
both  taxable  funds,  and  7.2% 
on  Municipal  Income  Oppor- 
tunity Trust  II  and  6.9%  on 
ACM  Municipal  Sectirities  In- 
come Fund,  both  tax-free. 

In  addition,  says  Herzfeld, 
the  discount  is  likely  to  nar- 
row or  disappear,  adding  a 
capital  gain  to  the  in\'estment 
as  well,  ^\^lat  if  the  discoimt 
fails  to  narrow  or  even  wid- 
ens? No  problem,  he  adds.  "A 
big  discount  is  an  embarrass- 
ment to  the  managers,  and 
they'll  do  something  about  it." 
says  Herzfeld.  "The  manage- 
ment could  buy  back  shares 
or  merge  it  into  a  mutual  fund."  Any 
way  you  sHce  it.  these  closed-ends  are  a 
risk  that  is  worth  taking. 


HIGH  RISK 


DON'T  BURN 
YOUR  FINGERS 

At  the  depths  of  the  depression  in 
junk  bonds  in  1990.  it  seemed  as  if 
investors  in  American  Standard 
inc.— the  nation's  largest  manufacturer  of 
toilets— had  flushed  their  money  down 
the  vou-know-what.  Junk  bonds  issued 


to  finance  American  Standard's  198.''. 
eraged  buyout  were  down  17%, 
than  offsetting  their  12%  coupon. 

Today,  American  Standard  in\-t 
are.  well,  flush  \\ith  success.  The 
recently  earned  an  upgrade  from 
dard  &  Poor's  Corp.  They've  reco^ 
all  their  lost  value  yet  jield  a  he 
10%— making  them  a  tempting  bu 
jield-parched  investors.  American 
dard's  porcelain-soHd  indebtedness 
example  of  the  opportunities  faci' 
come-seeking  in\-estors  who  ai 
to  take  on  a  bit  more  risk.  "Tr.e: 
plentj'  of  companies  out  there  win 
ble  cash  flow,  management  vaih  a 
centive  to  get  rich,  and  uniquene 
the  product  or  resistance  to  ecoi 
pressure"— the  hallmarks  of  a  top-di 
junk-bond  company,  notes  Richa; 
Swingle,  who  runs  the  T.  Rowe 
High-Yield  Fund.  American  Star 
meets  all  those  criteria,  and  it  is  c 
the  more  \isible  holdings  of  Swii 
fund,  which  is  up  20%  this  year. 

Stire,  there  are  plenty  of  caveat 
risk-seekers.  The  difference  betw< 
risky  in\-estment  and  an  tmwise  on 
be  subtle  (page  150 1.  But  inve 
should  take  more  risk,  particularly 
it  comes  to  jtmk  bonds  and  the 
that  buy  them.  "In  recent  \'ears, 
jield  mutual-fund  sales  ha\"e  comp 
only  3%  of  all  fimd  sales— so  they're 
a  blip  on  the  horizon,"  notes  M 
Fridson,  chief  high-jield  analyst  at 
rill  LjTich  &  Co.  "That's  a  shame 
cause  junk  is  likely  to  do  well  at  a 
when  inflation  and  rates  are  low 
the  economy  shows  signs  of  recove 
BAD  RAP?  High-\-ield  funds  such  ai 
ones  offered  by  Invesco,  T.  Rowe  I 
and  Vanguard  are  probably  the 
way  to  buy  into  junk  bonds.  Junk 
pro\-ide  divei-sification  while  sparing 
the  high  transaction  costs  and  steei 
ask  spreads  that  are  the  bane  of 
who  buy  indi\'idual  junk  bonds.  E:- 
for  the  most  liquid  issues,  spreads 
high  as  three  to  four  percentage  y 
are  not  uncommon. 

Buying  into  a  fund  can  get  y 
swell  jield— 8.1%  is  the  a\-erage  r. 
days— with  less  volatility  than  \"0U  r 
think.  According  to  Morningstar 
the  standard  deviation— a  measv: 
volatility— of  junk  funds  averaged  : 
2.1%  over  the  past  decade,  even  t: 
into  account  the  10%  decline  suf: 
by  junk  funds  in  1990.  That  makes 
funds  less  \-olatiIe  than  plain-\  anilla 
ty  income  funds,  which  have  a  re; 
tion  for  being  far  less  risky. 

Mortgage-backed  securities  ar- 
other  potential  source  of  nifty  }  ' 
Such  securities  are  backed  by  : 
mortgages,  and  the  risk  you  run  i^ 
homeowners  will  refinance  when  : 
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We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class  ) 
applicable  towards  any  fare  on  future  flights.  You'll  also 
accumulate  mileage  for  your  frequent  flier  program. 
Our  refurbished  Prima  Business  Class  offers  state-of- 
the-art  seats  you  can  adjust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alitalia  lb  a  [urticipanl  in  the  mileage  programs  of  Continental,  United  and  USAir. 

i<llitalia 

tJlisse  Award  Program  is  valid  only  for  full  fare  tickets  issued  in  the  U.S.  until  March  31,  1994.  Each  transatlantic  leg  flown  entitles  Top  Cla.ss  passengers  to 
,  and  Prima  Business  Class  passengers  to  two  $  100  savings  vouchers,  redeemable  again.st  any  Alitalia  flight,  for  travel  prior  to  June  14.  1994.  Vouchers  may  he 
nulated  without  limit  until  March  31, 1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  promotion. 


Grasp 


'Everything  we  do 
starts  with  knowing 
a  cHent's  business 
inside  out.  That's 
the  key  —  to  antici 
pating  their  needs, 


to  solving  their  prob- 


ems,  to  bringing 


them  opportunities 


they  might  not  find 


on  their  own. 


Whether  we're  arranging  a 
financing  in  Hong  Kong, 
completing  an  acquisition 
in  Italy,  or  helping  to 
structure  a  distribution 
channel  for  new  products 
in  Latin  America,  we  serve 
our  clients  by  following 
a  few  simple  rules.  Under- 
stand their  objectives. 


Understand  their  business. 


U 


nderstand  how  to  make 


the  relationship  last. 


JPMorgan 


drop.  I'ul  thtT'e's  less  refinancing  risk  for 
securities  yielding  at  the  prevailing 
rates,  which  are  about  6.5%.  Another 
rule  of  thumb  is  to  buy  mortgage-backed 
securities  at  par  or  below.  High-rate  is- 
sues trade  at  above  par,  but  you  get 
paid  back  at  par  when  people  refinance. 

Real  estate  investment  trusts  also  of- 
fer swell  yields,  but  the  pitfalls  can  be 
significant,  too.  Many  REITs  coming  on 
the  market  nowadays  are  issued  by  de- 
velopers cashing  out  of  their  crummiest 
properties.  The  payouts  to  investors— 6% 
or  so— are  not  so  hot  by  real  estate  stan- 
dards. REIT  mutual  funds  pay  out  even 
less,  5%  or  Ijelow.  Still,  REIT  funds  are 
the  safest  way  to  j^lay  the  liElT  game. 
The  worst  way  is  to  buy  one  of  the 
higher-yielding  REITs,  which  pay  out  10% 
or  l^etter  but  usually  have  the  least  de- 
sirable properties. 

Foreign  bonds  are  another  tempting 
but  hazardous  prospect.  This  is  one  area 
into  which  it  is  foolhardy  for  individual 
investors  to  venture  without  the  pro- 
tection of  mutual  funds.  Currency  risk 
tends  to  be  muted  in  these  funds  be- 
cause of  hedging,  but  hedging  cuts  into 
yield.  And  tracking  overseas  economies 
is  tough  for  most  individuals.  It's  easy  to 
lie  tempted  by  the  8;4%-yielding  Spanish 
government  l)onds— until  you  realize  that 
the  Spanish  economy  has  a  coi'e  inflation 
rate  of  more  than  5%.  That  makes  the 
real  interest  rate  3%,  which  you  can  get 
on  these  shores. 

So  unless  you'i'e  a  matador  of  interna- 
tional finance,  stick  with  high-yielding 
investments  that  you  can  understand. 
American  Standard  may  not  be  the  epit- 
ome of  glamour,  but  it  would  sit  well  in 
most  portfolios. 


WANT 
ULC 


UNACCEPTABLE  RISK 


CROSSING  INTO 
THE  DANGER  ZONE 

In  the  search  for  high  yields,  the 
traps  are  sometimes  obvious.  It 
doesn't  take  a  PhD  in  finance  to  see 
that  a  junk  bond  yielding  25%  is  prob- 
ably just  a  tad  risky.  But  often  the  dis- 
tinction between  taking  an  acceptable 
risk— and  cruising  for  a 
l)ruising— can  be  exceed- 
ingly fine. 

Mortgage-l)acked  secur- 
ities are  a  good  example. 
Exotic  collateralized  mort- 
gage obligations— CMOS— 
confound  even  pros  and 
are  clearly  unsuitable  for 
individuals.  Such  "deriva- 
tive" mortgage  securities 
divvy  up  the  principal 
and  interest  cash  flows 
from  a  pool  of  mortgage 
loans.  The  result  is  a  diz- 
zying array  of  securities  that  differ  in 
yield,  quality,  and  liquidity.  But  simple 
mortgage-backed  securities  can  also  be 
treacherous.  A  Fannie  Mae  30-year 
mortgage-backed  issue  yielding  9%,  for 
example,  is  more  desirable  than  a  Fannie 
Mae  30-year  mortgage-backed  issue 
yielding  6.5%,  no?  Positively,  definitely 
no,  asserts  Quirsfeld  at  IDS. 

The  not-so-hidden  peril  here  is  pre- 
payment risk.  Bori-owers  with  9%  mort- 
gages are  refinancing  as  fast  as  they 
can,  which  means  that  owners  of  the 
9%  issue  are  seeing  their  holdings  rapid- 
ly liquidate.  That's  no  big  deal  if  they 
l)Ought  the  issue  at  par,  100.  But  they 
lose  out  if  they  bought  at  the  current 
price,  106,  because  investors  are  repaid 
at  par  when  homeowners  refinance. 


ULCERS? 
GIVE  THOSE 
HIGH-OCTANE  JUNK 
BONDS  A  WHIRL 


Investors  in  individual  junk  bondff 
a  different  problem:  lack  of  liqrl 
With  trading  volume  low,  spread 
tween  the  bid  and  ask  price  of  thi 
five  percentage  points  are  commi 
small  tjuantities  of  junk  bonds,  tun 
12%  yield  into  as  little  as  7%— me 
you  would  be  better  off  with  a 
bond  fund.  An  individual  bond  c; 
held  to  maturity,  but  don't  count  oi, 
happening.  "There's  a  tendency  for 
yield  bonds  to  be  retired  long  llo 
matui'ity,"  says  Fridson. 

One  longstanding  yield  trap  i  i: 
junkiest  of  junk— unrated  issues,  ?] 
sues  rated  CCC  or  worse  by  Stand;  I 
Poor's  or  one  of  the  other  rating  t 
cies.  The  average  yield  for  such  iss  i 
14.5%,  with  some  a  lot  higher.  Be  t 
of  the  danger  of  default,  such  1  % 
should  only  l^e  Ijought  as  part  of  a  (  i 
sified  junk  portfolio. 

Another  example  of  the  pitfalls 
yield-seeking  investors  can  be  fou 
the  slew  of  "certificates"  peddled  to 
investors  by  equipment-leasin 
mortgage-finance  companies.  Ther 
for  example,  the  ones  offered  by 
ment  Leasing  Corp.  of  America  (E 
and  sold  to  small-fry  investors  n;| 
wide.  The  certificates  may  see 
bank  CDs  and  are  available  for  as  U 
as  $100,  but  they  offer  rates  bet|K 
7%  and  9.5%.  They're  underwritten 'V 
tiny  Pennsylvania  brce 
age,  Welco  SecuritiesE 
COA  uses  the  money  -o 
the  certificates  to  fui  i 
leasing  operations. 

Here  the  risks  ai 
subtle  as  Mt.  Vesu 
Among  other  things 
par-ent  company  of  F. 
Walnut  Equipment 
ing  Co.,  is  in  such 
shape  that  its  abili: 
continue  doing  busim- 
in  doubt— and  Wal 
demise  could  forci 
COA's   liquidation,   according  to 
ELCOA  prospectus.  Kenneth  S.  Sh; 
ELCOA's  vice-president  (and  Welco's 
ident,  and  Walnut's  vice-presid 
agrees  that  there  are  substantial  ri 
but  notes,  cor'rectly,  that  they  are  ,u. 
disclosed  in  the  company's  prospec 
The  pitfalls  in  the  hunt  for  yiek 
usually  far  less  obvious  than  the 
flags  raised  by  ELCOA.  Investors  ar 
ing  cheated  by  themselves— by 
reaching  for  higher  yields.  The  ei 
high  inflation  is  over  and  won't  be 
us  again  for  a  long  time.  Low  rate; 
a  fact  of  life.  It's  time  to  learn  tofV 
with  them  and  reap  the  harvest  of 
By  Jeffrey  M.  Ladenuan  and 
Weiss  in  New  York 

Continued  on  pagi 


A  HIGH-RISK  SAMPLER 

Investment  doss  Yield 
INDIVIDUAL  JUNK  BONDS  9.8%* 

High  bid-ask  spreads  can 
decirhote  yields 

Hold-till-maturity  strategies  don't 
work,  since  most  junk  is  restructured 

JUNK-BOND  MUTUAL  FUNDS  8.1%* 

Chief  advantqges  are 
diversification  and 'professional 
management  -i 

MORTGAGE-BACKED  "'65% 
SECURITIES 

A  steady  income  stream  unleis 
rates  drop 
Buy  these' only  at  par  or  below 

30-YEAR  TREjiURIES  6.3% 
The  ultimate  w  safety 
Market  risk  is  the  villain  here 

' ;  'Average    \  /  ,  DATA:  BUSINESS  WEEK,  MORHINGSIAR  INC. 
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capability: 


Global  Intelligence 

You  SHOULD   KNOW  THIS: 
The  magazine  that  delivers  the  world 
of  business  also  delivers  a  worldwide 
audience. 

Business  Week  has  steadily  grown  an 
international  network.  In  1981 -long 
before  "thinking  global"  became  a 

corporate  ma.nAM&-  Business  Week 
launched  Business  Week 
International. 


ynghl  1993  McGraw-Hill.  Inc. 


It  caught  on.  With  24  resourceful 
bureaus  around  the  world,  Business 
Week  Internationals  tailored  editorial 
quickly  became  the  source  of  global 
business  intelligence. 

Now  we  reach  top  management  from 
Frankfurt  to  Singapore,  Moscow  to 
Buenos  Aires.  Remarkably,  90%  of 
these  coveted  readers  are  non-U.S./ 
Canadian  citizens. 


INTERNATIONAL 


Global  intelligence  opens  global 
markets.  If  you're  targeting  a  specific 
region,  you  may  choose  from  three 
regional  editions:  Europe,  Latin 
America  and  Asia.  If  you  want  to 
speak  to  the  dynamic  new  capitalists 
of  Russia,  China  or  Poland  in  their 
own  language,  you  may  choose  from 
three  local  language  editions. 

Take  advantage  of  our  unsurpassed 
worldwide  network.  Call  Hal  Berry 
at  212-512-3867  or  your  local 
account  manager.  Because  great 
business  minds  think  alike.  Globally. 

Business  Week's  International  Reach. 
A  company  capability. 

Source:  1993  Business  Week  Interrmtional  Subscriber  Study 


Beyond  news.  Intelligence. 


we:  were  doing  business  in  the  pacific  rim  whem 

PEOPLE  TRAVELED  BY  RICKSHAW.  The  AIG  Companies  have  been  doq 
business  in  the  Asia/ Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in  19'. 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldwi' 


experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
people  a  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
sportation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

Americcin  International  Croup.  Inc..  Dept.  A.  70  Pine  Street.  New  York.  NY  10270. 


Commentary/by  Christopher  Farrell 


THESE  ARE  THE  GOOD  OLD  DAYS  FOR  BONDS 


History  does  not  repeat 
itself.  But  it  rhymes. 
—Mark  Twain 


It  seems  that 
hardly  a  day  goes 
by  without  a  money 
manager  or  an  econo- 
mist issuing  a  dire  warning  about 
bonds.  For  a  generation  seared  by 
memories  of  high  inflation  and  abysmal 
bond  markets  in  the  1970s  and  early 
1980s,  inflation  always  lies  just  around 
the  bend.  Recent  signs  that  the  econo- 
my is  gathering  strength  only  rein- 
force the  belief  that  robust  growth  will 
soon  ramp  up  inflationary  pressures. 
With  interest  rates  now  bouncing  off 
their  20-year  lows,  the  next  big  move 
in  rates  can  only  be  upward. 

So  what  should  the  investor  do? 
Avoid  bonds  and  put  the  money  into 
stocks,  advise  many  economists.  After 
all,  stocks  outperformed  bonds  by  a 
heady,  inflation-adjusted  six  percent- 
age points  from  1946  to  1992.  And  for 
most  of  those  years,  inflationary  pres- 
sures were  on  the  increase.  Little  won- 
der that  many  forecasters,  reared  on 
the  notion  of  an  inflation-prone  U.  S. 
economy,  discount  the  sharply  lower 
inflation  rates  of  the  past  several  years 
and  predict  higher  prices. 
DEJA  VII.  Yet  economists  often  underes- 
timate how  long  a  powerful  downward 
price  trend  lasts,  once  it  is  in  motion. 
Since  1857,  periods  of  commodity  price 
declines  have  averaged  22  years  in  the 
U.  S.,  says  Steven  Nagourney  of 
Lehman  Brothers  Inc.  Certainly,  dis- 
inflation, including  large  pockets  of  ac- 
tual price  declines,  has  become  a  force 
in  the  U.  S.  economy.  Disinflation  has 
been  pi-opelled  mostly  by  the  gale-force 
winds  of  international  competition  and 
by  tightfisted  central  bankers,  start- 
ing in  the  early  1980s.  Today,  the  pro- 
ducer price  index  is  fast  approaching 
zero,  and  even  previously  immune  sec- 
tors of  the  economy,  such  as  the  drug 
industry,  are  fiercely  joining  the  dis- 
counting game.  Disinflation,  like  infla- 
tion before  it,  has  taken  on  a  life  of  its 
own.  And  since  inflation  dominates 
bond  returns,  fixed-income  investors 
able  to  ride  out  the  market's  inevitable 
swings  could  enjoy  far  better  long-run 
returns  than  the  post-World  War  II 
experience  suggests. 

Indeed,  the  world  economy  today 


looks  somewhat  similar  to  the  final  30 
years  of  the  19th  century.  Ti-ue,  in- 
stead of  an  international  gold  standard, 
currencies  now  float,  and  computer- 
ized trading  was  unimaginable  back 
then.  But  like  today,  the  period  from 
1870  to  1900  was  a  time  of  surging 
international  trade,  vast  global  capital 
flows,  and  widespread  immigration, 
says  David  D.  Hale,  chief  economist 
at  Kemper  Securities  Inc.  World  output 
soared,  and  dramatic  strides  were 
made  in  factory  production  and  techno- 
logical innovation.  America's  industrial 


bond  yields  fell  from  5.45%  to  3. 

As  for  the  financial  markets  in 
era,  stocks  outperformed  bonds, 
not  by  much.  After  adjusting  for  ir 
tion,  stocks  returned  8.5%  annus 
and  bonds  6.57%,  over  the  30-year 
riod,  says  Jeremy  J.  Siegel,  fina 
professor  at  the  Wharton  School 

Capital-market  theory  and  invei 
experience  alike  say  that  over  the  1 
run,  stocks  will  outperform  bo 
Stocks,  after  all,  are  riskier  inv 
ments.  If  you  have  any  doubts, 
recall  the  1987  stock-market  crash 


NEW  YORK  STOCK 
EXCHANGE  A 
CENTURY  AGO. 
STOCKS  BEAT  BONDS, 
BUT  NOT  BY  MUCH 


barons  and  their 
financiers  put  to- 
gether steel  and 
electrical-power 
combines,  just  as 
media  tycoons 
and  their  investment  bankers  are 
creating  multimedia  empii-es  today. 

Perhaps  most  striking,  during  the 
last  three  decades  of  that  century,  the 
unprecedented  expansion  in  world 
trade  and  investment  pushed  down 
global  commodity  and  manufacturing 
prices.  And  U.  S.  interest  rates  fell. 
For  instance,  during  the  last  quarter  of 
the  19th  century,  the  rate  that  was 
paid  to  depositors  at  savings  banks 
was  cut  from  6%  to  3.5%,  and  railroad 


stocks  will  beat  bonds  by  thinner  nrs 
gins  when  inflation  is  constrained  id 
lenders  are  confident  of  earning 
cent  real  returns.  "If  inflation  expe( 
tions  continue  to  melt,  even  a  two 
three-percentage-point  difference 
tween  stock  and  bond  returns  ma\ 
too  high,"  says  Peter  L.  Bernsteu 
New  York  economic  consultant. 

Of  course,  bond  yields  and  inflatii 
rates  will  spike  up  periodically.  Th  e 
swings  may  be  costly  for  anyone  vo 
must  sell  bonds  at  that  time.  But 
those  with  longer-term  horizons,  boi^ 
could  well  prove  to  be  a  sterling  i- 
vestment  in  the  1990s. 

Farrell  cavers  economics  for  B  '■ 
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Ihntlilii  Hfport  to  PwJuct  Maiagefsl 

Current  jnalases  of  thf  Marketplace  strongly  suggest  that 
ctfunic  instruments  wi  1  srral  an  ever  increasing  skre  of  the  Harket 
jiuHcai  instruments.  To  stag  conpetitioe  m  the  next  decade,  Encore 
t  pursue  this  growing  business.  Executive  Hanagenent  is  coNnitted  to, 
ing  a  sizable  investnent  in  research  and  developHent  over  the  next  •. 
vears  to  wke  this  possible,  To  this  end,  Encore  niU  for«  an 
i-Jmk  instruments  division  headed  bg  Uice  President  Don  Hall,  The 
■>M  organization  will  be  renamed  the  ficoustics  division  to  be 
ded  w  Uice  President  fireg  Perlot.  ■ 

Hhile  our  entrg  into  the  electronic  instrument  business  meaiis  the 
faniwill  need  to  recruit  outside  personnel,  executive  management  is 
I  interested  in  moving  a  core  group  of  current  product  managers  to 


In  1981,  Microsoft  created  the  MS-DOS  operating  system, 
first  time,  it  became  possible  for  you  to  work  on  a  personal  computer. 
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1. 

THE  LAST 
FEW  YEARS 
HAVE  BEEN 
LEADING  UP  TO 
SOMETHING. 


In  1990,  Microsoft  Windows  3.0  gave  your 
computer  a  friendly  personality  that  made  it  easier  to  use. 


Now  in  1993,  Microsoft  introduces 
a  whole  new  way  to  work  with  your  computer. 


INTRODUCING  THE 
NOW  ALL  YOUR  PROGRAII 


Want  a  word  processor 
that's  dramatically 
easier  to  use?  Consider 
new  Word  6.0.  It  under- 
stands how  you  work, 
so  it  does  things  like 
fix  typos  instantly.  And 
formats  your  docu- 
ments automatically. 


May  we  present  the 
world's  first  intelligent 
spreadsheet,  new 
Microsoft  Excel  5.0. 
It  performs  your  rou- 
tine tasks  for  you  so 
you  can  focus  on  your 
data.  To  change  a  chart 
just  drag  and  drop  the 
new  data  into  place. 


The  Microsoft  Access 
database  is  the  most 
flexible  and  powerful 
way  to  work  with  infor 
mation.  Want  to  know 
which  clients  placed 
an  order  today?  The 
answer  is  a  point  and 
click  away. 


Instantly  turn  any  in- 
formation into  effec- 
tive presentations 
using  new  PowerPoint 
4.0.  Helpful  wizards 
guide  you  through  the 
steps  to  get  the 
results  you  want. 


MICROSOFT  OFFICE. 
ORK  TOGETHER  LIKE  ONE. 


T  MANAGERS 

?elief  that  Encore's  future  lies  with  the 
ement  is  particularly  interested  in 
nts  and  professional  studio  products 
Europe  and  North  America. 
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In  the  history  of  computing,  this 
is  the  next  milestone  -  programs  that 
dont  just  coexist,  but  thrive  together. 

Individually,  they're  the  worlds 
most  popular  programs.  Collectively, 
they  re  the  new  Microsoft  Office* 

At  the  core  of  the  Microsoft  Office 
is  OfficeLinks.  For  the  first  time,  you 
can  use  tools  from  other  programs 
without  leaving  the  document  you  re 


II 


<      With  Microsoft  Office 
IVIanager  IMOMI  you 
s^H  can  switch  hetween 
ip  programs  in  the  bhnk 
^     of  an  eye.  Now  com- 
bining  words,  num- 
bers and  graphics  is 
downright  natural. 


in. To  share  information  between  pro- 
grams, simply  drag  and  drop  it. 

And  our  IntelliSense '  technology 
recognizes  what  you  want  to  do  and 
helps  you  do  it.  So  everyday  tasks  are 
automatic  and  complex  tasks  are  easy. 

Visit  your  reseller  today  or  call 
(800)  426-9400,  Department  KX5,  to 
find  one  near  you.  And  discover  a 
whole  new  way  to  work. 


]VIicix)sc)ft.Offi0e 


■\licrusoft  Exitl,  Vii.rJ.  the  PcwtrPuiiir  presentation  gr.ipliK»  pruj;f.ini  .ind 
M.cfosuti  AeeCNs  art  .lil  p,irt  of  the  Mittosoft  OfUa  l.iniily  of  pt.,j:r.imy 
M.erosoft  Otfitc  Profession..!,  shown  here,  ineludes  these  programs,  plus  a 
-\orkst.un>n  heense  for  Microsoft  Mail  (server  and  softA\are  -acquired  separately). 
Ill  the  SO  United  States,  tall  (SI)O)  ^ihSmio.  Dept.  KX.V  In  Cinada,  tall  (»00l 
vsl-904«;  outside  the  US.  and  Canada,  tall  your  local  Mitrosoft  subsidi,irv 
.  r  Ullh)  91(,-X(,f.l  ©  199!  Mitrosoft  Corporation,  All  ritlhts  reserved.  Mitrosoft, 
Mitrosoft  Access,  MS-DOS  and  PowerPoint  are  resistered  trademarks  and 
IntelliSense  .^nd  Windows  arc  tiademarks  of  Micnisofr  Corporation 
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INVESTIGATIONS  I 


SMALL  TOWNS 
BIG  LOSSES 


Did  a  Texas  brokerage  mislead  Ohio  officials 
about  high-risk  mortgage-backed  securities? 


To  folks  in  Portaj^e,  a  rural  Ohio 
county  east  of  Akron,  Maurice  H. 
"Mo"  Kline  is  a  pillar  of  the  com- 
munity. In  his  32  years  as  county  trea- 
surer, Mo  has  come  to  know  the  area 
and  its  people  pretty  well.  So,  when  the 
septuagenarian  i-etired  last  August,  he 
was  feted  with  three  celebrations— a  jjei'- 
fect  finale  to  a  long  and  successful  ca- 
reer. A  highlight  was  a  surprise  dinner 
hosted  by  his  friend  and  investment  ad- 
viser, .James  W.  Winter,  a  senioi'  vice- 
president  at  Government  Securities 
Corp.  of  Texas.  Problem  is.  Mo  wasn't  in 
much  of  a  mood  to  celebrate. 

No  one  could  blame  him.  A  few 
months  before  retiring,  Kline,  72,  dis- 
covered that  he  had  made  the  biggest 
mistak;'  of  his  career:  At  Winter's  sug- 
gestion, Kline  had  invested  in  highly 
speculative,  interest-only,  mortgage- 
backed  securities,  or  los,  a  market  that 
has  lost  more  than  ^0%  of  its  value  this 
year.  In  May,  Kline  took  a  $1.7  million 


loss  on  the  $4.2  million  10  investment. 
And  when  he  left  office  on  Aug.  31, 
Portage  County  was  still  stuck  with  a 
batch  of  lOs  that  could  boost  the  los.ses 
by  an  additional  $3.3  million.  Together, 
the  {jotential  losses  could  add  up  to  near- 
ly 10%  of  Portage  County's  $56  million 
investment  portfolio.  Kline  says  the  fis- 
cal blunder  represents  "a  devastating 
period  in  my  time  [as  treasurer]. . . .  I'm 
just  a  common,  ordinary  treasurer  who 
had  a  misunderstanding,  a  misconcep- 
tion of  what  was  offered." 
"PEOPLE  MAKE  MISTAKES."  Kline  isn't 
alone.  More  than  a  dozen  local  govei'n- 
ments  in  Ohio  face  losses  from  lo  in- 
vestments. Holders  of  los  forgo  principal 
payments  from  pools  of  mortgages  but 
at  one  time  could  receive  big  interest 
payments.  Thanks  to  yields  over  Ti-eas- 
uries  of  as  much  as  four  to  five  per- 
centage points,  lOs  gained  popularity  in 
recent  years  as  investors  reached  for 
high  returns  in  the  face  of  falling  inter- 


GSC  CHAIRMAN 
LAPORTE:  "THEY  N 
A  SCAPEGOAT.  WE  tr 
THE  SCAPEGOATS 


est  rates.  But 
spread  mortgag 
financing  has  si 
lo  interest  paym 
causing  a  big  dr 
10  prices.  Alth 
the  Ohio  losse 
much  as  $13  m 
so  far— seem  mo 
they're  having  a 
pact  on  some 
communities,  v 
may  be  forced 
such  steps  as  cu 
l)olice  services. 

The  episode 
dramatic  examp 
what  can  occur 
unsophisticated  i: 
tors  buy  comple 
curities  peddle( 
relatively  unki 
brokerage  house 
erating  on  the  fr 
of  the  securitie 
dustry.  Many  o; 
los  were  sold  by 
ernment  Secui 
Corp.  GSC  and  se 
of  its  current  anc 
mer  officers  ha 
history  of  ques 
able  activities 
run-ins  with  rej 
tors  (table).  Ohi( 
curities  regulator; 
investigating  GSC 
two  other  firms 
have  sold  los. 
firms  that  do  business  in  riskier  s( 
ities  will  gravitate  toward  smalleJ 
risdictions  because  of  the  naivet 
their  investment  managers.  For  tl 
investing  is  only  a  small  part  of 
jobs.  los  are  such  that  if  you  don't  t 
them  full-time,  you'll  get  stung," 
Rod  Rich,  chairman  of  the  investi 
policy  committee  oi  the  Municipal  1 
surers'  Association  of  the  U.  S.  &  C 
da.  Portage  and  Sandusky  Counties 
GSC  to  recover  their  los.ses,  and 
local  governments  may  do  so. 


LESS  THAN  A 
STELIAR  PEDIGREE 

1979  Government  Securities  Corp.  < 
founded  by  Christopher  L.  LoPorte,  J< 
Lee  Osborne,  and  Rick  E.  Pierson.  Fc 
previously  worked  at  Hibbard,  O'Co 
Weeks,  a  now-defunct  securities  firm 
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Chairman  Christopher  L.  LaPorLc 
3ses  such  actions:  "They  are  un- 
ressure,  and  they  need  a  scape- 
We  are  the  scapegoats."  He  also 
3lays  the  questionable  backgrounds 
le  of  Gsc's  principals:  "People  make 
kes,  but  that  doesn't  mean  they're 
)rever." 

far,  Ohio  is  the  only  state  where 
pread  public-fund  10  losses  have 
ed.  But  the  damages  could  climb  in 
and  elsewhere  as  auditors  conduct 
le  examinations  of  other  counties, 
villages,  and  school  districts  that 
have  done  business  with 
id  other  firms.  GSC  and  se- 
3s  firms  such  as  Houston- 
Hart  Securities  Inc.  are 
ed  to  have  peddled  lOs  in 
icky  and  Florida,  among 
states. 

BATTLES.  Officials  at  most 
e  Ohio  goveriiment  en- 
-most  of  them  in  rural  ar- 
vhere  losses  have  been  dis- 
gd  claim  they  were  duped 
ujnng  the  securities  by  ag- 
ve  salesmen  who  failed  to 
5e  the  inherent  risks  of  lOs. 
s  totally  misled.  Based  on 
thing  I  was  told,  I  believed 
[lOs]  were  risk-free.  I 
In't  have  invested  in  them 
wise,"  says  Rosalie  Town- 
treasurer  of  the  2,700-stu- 
v^ei-milion  (Ohio)  school  dis- 


who  signed  off  on  the  purchases  were 
experienced  investors. 

Although  such  difficulties  are  not  new 
to  GSC,  Ohio's  fiscal  officers  are  appar- 
ently just  learning  the  background  of 
GSC  and  some  of  its  former  and  present 
principals.  Established  primarily  to  trade 
small-business  loans  14  years  ago,  (;sc 
has  blossomed  into  a  diversified  130-em- 
ployee  securities  brokerage  with  gi'oss 
profits  of  $39  million  in  the  last  fiscal 
year.  Company  founders  LaPorte,  John 
Mark  Lee  Osborne,  and  Rick  E.  Pierson 
all  hail  from  Hibbard,  O'Connor  & 


TOWNSEND:  "I  BELIEVED  THESE  [lOs]  WERE  RISK-FREE 


Townsend,  who  manages  a  $2.5 
n  investment  portfolio,  suffered  a 
3ss  of  $127,000  on  a  $198,000  10 
purchased  in  October,  1991,  from 
T  Hart  broker  Kenneth  J.  Schulte, 
low  works  for  Comprehensive  Cap- 
orp.  in  Boca  Raton,  Fla.  Schulte  de- 
I  to  comment.  Both  Hart  and  GSC, 
1  claim  10  volume  among  nation- 
customers  at  $10  million  and  $50 
n,  respectively,  insist  they  informed 
mers  of  the  potential  perils  of  lOs. 
11,  GSC  is  seeking  to  settle  a  lawsuit 
last  month  by  Sandusky  County— 
i  losses  the  state  auditor  says  could 

high  as  $2.5  million— and  County 
urer  Virgil  Swartzlander  charging 
nd  Winter  with  federal  and  state 
ities  fraud.  It  alleges  that  Winter 
Jwartzlander  los  were  government- 
:d  or  government-issued.  GSC  has 
•ued  Sandusky  County  commission- 
alleging  that  the  county  officials 


Weeks  Inc.,  a  now-defunct  Houston  se- 
curities firm.  Hibl)ard  was  the  target  of 
several  regulatory  actions.  In  1976,  for 
instance,  the  Securities  &  Exchange 
Commission  imposed  sanctions  on  the 
firm  and  two  of  its  principals,  then-Pres- 
ident Osborne  and  Chairman  Aubrey  D. 
O'Connor,  for  such  fraud  violations  as 
concealing  the  true  financial  condition 
of  a  subsidiary.  LaPorte  and  Pierson 
weren't  impHcated.  Neither  the  firm  nor 
its  principals  acknowledged  wrongdoing. 
MALL  MURDER.  GSC  has  had  several 
brushes  with  securities  laws.  In  1985, 
the  company  was  suspended  by  the  Tex- 
as Securities  Board  for  five  days  for 
selling  securities  without  registering  as 
a  dealer.  Public  records  don't  show 
whether  GSC  admitted  or  denied  liability. 
In  other  situations,  GSC  and  its  principals 
neither  admitted  nor  denied  wrongdo- 
ing. In  1986,  the  firm  was  fined  $65,000 
by  the  Tennessee  Securities  Div.  for 


the  Securities  &  Exchange 
n  charged  the  firm  and  certain 
including  Osborne,  with 
>f  antifraud  statutes  and  imposed 
pon  them. 

•ended  by  Texas  Securities  Board 
's  for  selling  securities  while  fail- 
iter  as  a  dealer 


1986  Fined  $65,000  by  Tennessee  Secur- 
ities Div.  for  charging  excessive  markups  on 
trades  and  for  registration  violations. 

1989  Accused  by  Iowa  of  failing  to 
register  Subsequently  complied. 

1993  Under  investigation  by  Ohio  secur- 
ities regulators.  Suits  fly  between  two  Ohio 
counties  and  GSC. 


charging  excessive  markups  on  trades 
and  for  registration  violations.  In  1989, 
Iowa  also  accused  GSC  of  selling  secur- 
ities without  registering.  The  company 
finally  registered  in  1990. 

gsc's  current  and  former  executives 
have  also  run  into  trouble,  some  of  it  fa- 
tal. Osborne,  who  ended  a  consulting 
relationship  with  GSC  in  1988,  was  found 
murdered  in  his  car  in  a  Houston  shop- 
ping mall  in  1990.  His  death,  which  po- 
lice believe  was  a  mob  hit,  came  shortly 
after  he  had  been  arrested  while  try- 
ing to  sell  an  undercover  FBI  agent  $17 
million  in  stolen  securities. 

While  at  now-defunct  Bevill, 
Bresler  &  Shulman  Asset  Man- 
agement in  1979,  Winter  was 
censured  and  fined  $1,000  by 
the  National  Association  of  Se- 
curities Dealers,  which  accused 
him  of  buying  bonds  for  the 
Utah  Central  Credit  Union  with- 
out its  consent  and  failing  to 
state  on  a  securities-industry 
application  that  he  had  been 
convicted  on  a  hot-check  charge 
several  years  earlier.  In  1981, 
Winter  was  suspended  by  the 
spx:  for  20  days  after  consent- 
ing, without  admitting  or  deny- 
ing allegations  against  him,  that 
he  violated  antifi^aud  provisions 
in  connection  with  alleged  un- 
authorized transactions  with  a 
customer.  GSC  declined  to  make 


Winter  available  for  an  interview. 

No  one  challenges  Winter's  prowess 
as  a  salesman.  In  the  early  1980s,  he 
gained  a  foothold  in  Ohio  while  hawking 
Small  Business  Administration  loan  in- 
vestments to  Kline,  Swartzlander,  and 
other  county  treasurers.  Those  invest- 
ments apparently  performed  well.  The 
silver-haired,  bespectacled  Winter  did 
such  a  good  job  that  by  the  time  Kline 
retired.  Winter  had  a  lock  on  most  of 
Portage  County's  investment  portfolio. 
While  the  county  had  .some  money  in  a 
state-run  fund,  Klein  "basically  used  GSC 
when  it  had  anything  to  do  with  invest- 
ment instruments,"  says  Maureen  Fred- 
erick, who  took  over  as  Portage  County 
treasurer  on  Sept.  6.  "That's  not  how 
we're  doing  it  now,"  she  said. 

Winter  made  other  valuable  contacts 
in  the  state  largely  by  schmoozing  at 
county  treasurers'  association  meetings. 
Tom  Steenrod,  Athens  County  treasurer 
and  president  of  the  County  Treasurers 
of  Ohio,  says  Winter  is  "a  smooth  talker, 
a  good  dresser— a  slick  son  of  a  bitch." 

He  also  drummed  up  business  by  per- 
suading some  treasui'ers  to  write  or  sign 
letters  of  recommendation  to  solicit  oth- 
er business.  One  letter  signed  by 
Swartzlander  eiToneously  said  the  mort- 
gage-backed securities  investments  he 
had  made  through  GSC  were  "backed  by 
the  full  faith  and  credit  of  the  United 
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lance,  Italy,  United  Kingdom  -  Australia,  Brazil,  Canada,  Denmark,  Finland,  Germany,  Hong  Kong,  India,  Japan, 
Drea,  Malaysia,  Malta,  Morocco,  The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand  and  the  USA.. 


inance 


States  govt'i-nment."  (!SC  Executive  Vice- 
President  Frank  J.  Klaus  says  Swartz- 
lander  wrote  the  letter  without  (;sc's 
knowledge  and  that  the  error  was 
brought  to  Swartzlander's  attention.  But 
he  says  GSC  didn't  ask  for  the  informa- 
tion to  be  corrected  or  for  Swartzlander 
to  stop  sending  out  the  letter.  "By  then, 
we  assumed  he  had  already  mailed  them 
out,"  says  Klaus.  Swartzlander  denies 
he  had  sent  out  the  letter  on  his  own  in 
the  first  place  and  declined  to  comment 
further  for  this  story.  But  officials  at 
two  other  counties  say  they  got  the  let- 
ter in  a  packet  from  GSC. 

Winter  and  GSC  may  also  have  lulled 
Swartzlander  and  other  treasurers  with 
such  niceties  as  all-expense-paid  junkets 
to  Houston  to  visit  Government  Securi 
ties'  sleek  headquarters  and  attend  pro 
football  games  in  the  firm's  luxury  sky 
box  at  the  Astrodome,  as  reported  in 
the  Cleveland  Plain  Dealer.  "We  encour- 
age clients  and  prospective  clients  to 
come  down  and  see  our  operation,"  La- 
Porte  says.  "Sometimes,  it's  not  in  theii- 
budget,  so  we  have  no  problem  pay- 
ing They  should  know  who  they're 

doing  business  with." 
GET  SMART.  GSC  has  its  defenders.  Unlike 
the  fiscal  officers  in  Ohio  who  are  crying 
foul,  a  bank  finance  officer  in  Somerset, 
Ky.,  refuses  to  blame  t;sc  for  the  50% 
decline  in  value  of  a  $500,000  10  he  pur- 
chased from  the  company  in  December, 
1991.  The  officer  says  that  about  a  year 
ago,  GSC  recommended  he  sell  the  bond 
or  be  prepared  to  hold  on  to  it  for  quite 
a  while  until  interest  rates  rebound- 
ed. "But  I  decided  to  keep  it.  I  can't 


Some  financial  officers  say 
state  regulators  should  have 
spotted  the  trouble 


blame  GSC"  for  its  losses  now,  he  says. 

As  some  financial  officers  in  Ohio  see 
it,  GSC  and  the  other  firms  shouldn't 
bear  all  the  blame.  They  contend  that 
state  auditors  should  have  had  some 
inkling  of  the  types  of  investments  the 
local  governments  were  holding.  "We 
feel  that's  a  cop-out,"  responds  a  spokes- 
man for  the  state  auditor,  who  notes 
that  responsibility  for  investments  lies 
with  the  local  governments.  Further,  it's 
not  clear,  at  least  in  Ohio  counties, 
whether  investing  in  lOs  is  legal.  One 
thing,  though,  is  clear:  As  investing 
grows  more  sophisticated,  so  must  those 
who  play  the  game. 

By  Stephanie  Anderson  Forest  in  Dal- 
las and  Zachary  Schiller  in  Cleveland, 
ivith  Phillip  L.  Ziveig  in  New  York 


BANKING  I 


TALK  ABOUT  DOING  WELL 
BY  DOING  GOOD 


American  Savings'  mortgages  in  the  inner  city  are  a  gold  mine 


ANTOCI  IN  EAST  L.A.:  HE'LL  EVEN  ACCEPT  UTILITY  RECEIPTS  AS  PROOF  OF  CREDIT  HISTORY 


In  the  spring  of  1989,  just  months  af- 
ter he  took  over  as  chairman  and 
chief  executive  officer  of  American 
Savings  Bank,  Mario  J.  Antoci  took 
some  heat  fi"om  noisy  picketers  outside 
the  Irvine  (Calif.)  thrift's  Oakland 
branch.  The  protesters,  led  by  low-in- 
come-housing advocate  Robert  Gnaizda, 
were  charging  American  with  redlin- 
ing—making too  few  loans  in  low-income 
and  minority  communities. 

Antoci  refused  to  meet  with  Gnaiz- 
da. But  he  did  boost  his  company's  low- 
income  lending.  Now,  Gnaizda  himself 
hails  American  Savings'  lending  record, 
praising  its  policies  in  November  presen- 
tations to  Federal  Reserve  Chairman 
Alan  CJreenspan  and  Comptroller  of  the 
Currency  Eugene  A.  Ludwig. 
REACHING  OUT.  Antoci's  policy  is  less  a 
matter  of  altruism  than  the  i)ottom  line, 
for  inner-city  lending  has  turned  out  to 
be  surprisingly  lucrative.  American's 
loans  in  low-income  neighborhoods, 
which  in  1992  accounted  for  nearly  20% 
of  its  mortgage  originations,  are  among 
the  best-performing  it  is  making  these 
days.  Because  American  can  keep  small- 
er loan-loss  reserves  against  loans  with 
low  delinquency  rates,  low-income  loans 
are  quite  profitable— even  though  Amer- 
ican's low-income  borrowers  don't  get 
charged  premium  rates.  Profits  on  these 


loans  have  softened  the  blow  to  A 
can's  earnings  from  losses  in  ritzier 
munities  such  as  Santa  Monica 
Woodland  Hills,  where  borrowers' 
erty  values  have  plummeted.  In  Lo 
geles,  delinquencies  on  loans  in  li 
come  neighborhoods  are  less  than  •'! 
those  on  loans  in  affluent  areas, 
great  niche,"  Antoci  says. 

Antoci  wants  to  do  more.  He  is  ' 
ing  a  branch  in  Watts,  a  mostly  : 
section,  as  part  of  the  first  office  < 
opment  there  since  the  1965  riots, 
he  is  looking  for  ways  to  increase 
ness  among  California's  Asians  b\ 
ting  up  branches  in  places  such  a 
Fi'ancisco's  Chinatown  and  offering 


BETTING  BIG  ON 
LOW-INCOME  LENDING 


▲  MILLIONS  OF  DOLLARS 

DAW:  AMERICAN  SAVINGS,  SMITH  BANKING  CONSUIIANIS  INC,  BUSINES!  tK 
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home  buying  taught  in  Chinese. 

's  mission  in  the  inner  city  is 
from  the  one  that  Antoci,  who 
"i<ed  as  a  certified  public  ac- 
inherited  at  the  end  of  1988, 
was  hired  away  from  H.  F.  Ah- 
&  Co.,  the  nation's  largest  thrift, 
time,  American  Savings  was 
from  a  protracted  restructur- 
ealthy  loans  had  been  bundled 
[)od  bank"  and  sold  to  a  group 
xas  billionaire  Robert  M.  Bass, 
was  not  a  familiar  name  in 
neighborhoods.  But  Antoci,  a  vet- 
a  thrift  with  a  strong  low-in- 
ding  record,  knew  this  business 
profitable  and  set  about  wooing 
borrowers  (chart).  He  put 
a  community-outreach  depart- 
at  has  sponsored  everything 
ghborhood  "paintathons"  to  a 
show  at  a  child-care  center.  In 
imerican  opened  two  branches  in 
South  Central  Los  Angeles, 
e  old  management,  American 
red  South  Central  from  a  loan 
en  miles  away  in  Hollywood. 
CREDIT.  To  staff  the  new 
Antoci  lured  loan  agents  from 
competitors  as  Ahmanson  and 
Western  Financial  Corp.  Those 
—many  of  whom  live  in  the  com- 
they  serve— are  given  the  free- 
bend  the  rules  a  bit  when  mak- 
.  Some  bon'owers  are  permitted 
a  relatively  large  portion  of 
icome  go  toward  housing.  Often, 
will  accept  utility  receipts  in 
credit-card  record  as  proof  of  a 
edit  history.  "A  typical  credit 
night  have  a  problem  with  that," 
itoci.  "But  we  are  proving  it 
have  to  be  that  way." 
Tican's  customers  have  proved 
reliable.  With  their  houses  often 
inly  asset,  inner-city  borrowers 
harder  to  keep  their  property, 
Ramirez,  who  works  in  Amer- 
ast  L.  A.  office  and  has  become 
,'s  top  loan  producer.  Some- 
borrower  will  meet  mortgage 
by  renting  out  rooms  to  a 
relative. 

can  isn't  the  only  lender  cater- 
e  inner  city,  and  future  gains 
larder  to  come  by.  Competition 
ly  spirited— from  l)anks  under 
to  do  more  low-income  lend- 
in  mortgage  bankers  are  inter- 
'hrift  consultant  Bert  Ely  says 
;ion  from  outsiders  will  almost 
erode  margins.  But  Antoci  says 
concerned:  "I'll  start  to  worry 
istead  of  closing  branches  in  the 
ty,  the  banks  start  opening 
Until  then,  he  will  keep  mining 
banking's  most  unlikely  niches. 
By  Amy  Barrett  in  Irvine,  Calif. 


BREITLING 

1884 

Instruments  for  Professionals 


CHRONOMAT 
Close  cooperation  with  pilots  and 
aviation  experts  enables  Breitling 
to  continue  improving  its  chronograph 

designs  all  the  time. 
The  Chronomat  features  a  selfwinding 
mechanical  movement,  a  rotating  be/el 
and  a  screw-locked  crown. 
This  instrument  is  water-resistant 
down  to  100  meters. 


AUTHORIZED  BREITLING  AGENT: 

(DENTON 

V^__^  Jewelers  to  the  Westside  since  1948 
15231  Sunset  Boulevard 
Pacific  Palisades,  CA  90272 
(213) 454-3612 
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SIEMENS 


1891.  That  was  then. 


A  century  ago  Siemens  pioneered  a  unique  approach  to  apprentice  training 
programs.  It  set  new  standards  for  helping  workers  develop  the  skills  to 
master  state-of-the-art  technology. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


Today,  Siemens'  apprentice  and  training  programs  in  the  USA  are  laying  the 
foundation  for  a  highly  skilled  workforce  that's  essential  for  technological 
leadership.  Now,  more  than  ever,  education  is  the  key  to  maintaining  global 
competitiveness.  For  more  than  a  century,  Siemens  has  been  preeminent  in 
the  kind  of  training  programs  that  assure  a  leading  position  in  a  wide  variety 
of  technologies.  Like  automation  systems  that  are  helping  American  industry 
be  increasingly  productive  in  the  years  ahead.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93.  Box  8003AP,  Trenton,  New  Jersey  08650 
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BY  GENE  G.  MARCIAL 


THIS  BULL 
IS  BUYING 
AMERICAN 


While  many  of  the  large  U.  8. 
investors  have  been  flock- 
ing to  markets  overseas, 
Wayne  Nordherg,  partner  in  charge  of 
equity  investing  at  Lord,  Abbett  & 
Co.  in  New  York,  is  definitely  buying 
American.  He's  convinced  that  U.  S. 
stocks  are  still  attractive  and  the  risks 
manageable. 

By  historical  standards,  the  market 
looks  expensive,  concedes  Nordberg, 
with  the  Dow  Jones  industrial  aver- 
age hitting  a  high  of  3710  on  Nov.  16 
before  easing  to  3670  on  Nov.  22.  But 
in  relation  to  fundamentals  such  as  in- 
flation, interest  rates,  and  corporate 
earnings,  "the  market  is  still  quite 
vmdervalued,"  and  certain  stocks  are 
likely  to  produce  huge  returns. 

Nordberg  has  beefed  up  the  portfolio 
of  Lord  Abbett,  which  has  $17  billion 
under  management,  with  large-cap  cy- 
clical stocks  he  thinks  stand  to  benefit 
the  most  from  even  mode.st  economic 
growth.  The  U.  S.  has  become  the 
world's  low-cost  quality  producer  of  a 
variety  of  goods,  asserts  Nordberg. 
"So  our  industries  should  continue  gain- 
ing market  share  worldwide." 

Four  Nordberg  top  picks  include 
Boeing,  Deere,  Ford  Motor,  and  Geor- 
gia-Pacific. 

Boeing,  trading  at  38,  is  an  example 
of  a  U.  S.  company  that's  competing 
well  with  its  foreign  rivals.  It  recently 
won  a  fat  contract  for  six  777  jet  air- 
craft from  Gulf  Air,  the  flag  carrier  of 
Abu  Dhabi,  Bahrain,  Oman,  and  Qa- 
tar—beating Airbus  Industrie's  A340 
aircraft  for  the  business  that  could  gen- 
erate additional  orders. 
BANNER  YEARS.  At  Ford,  cost-cutting  in 
Europe,  plus  strong  demand  in  North 
America,  are  enhancing  its  bottom  line. 
Loixi  Abl)ett  analyst  Paul  Blaney  sees 
earnings  jumping  to  $6  a  share  next 
year  from  1993's  estimated  $3.70  and 
1992's  loss  of  $1.46.  Selling  at  59,  Nord- 
berg thinks  Ford  is  an  exceptional  buy. 

Deere,  the  world's  largest  farm- 
equipment  maker,  which  has  fallen 
from  a  high  of  78  in  early  Novemlier  to 
68,  has  benefited  from  the  strong  yen, 
thus  staving  off  price  competition  from 
the  Japanese  and  the  ri.se  in  tractor 
demand.  Lord  Abbett  analyst  Tom  Bo- 
gan  sees  earnings  zooming  to  $6  next 
year  from  1993's  estimated  $3.55. 


LORD  ABBETT'S  NORDBERG:  "THE  MARKET 
IS  STILL  QUITE  UNDERVALUED" 


Georgia-Pacific,  a  big  winner  this 
year,  is  Nordberg's  bet  in  the  highly 
cyclical  paper  industry.  The  stock,  now 
at  72,  still  has  strong  upside  potential 
over  the  long  haul,  says  Nordberg.  Its 
strong  cash  flow  and  position  in  both 
the  wood  and  paper  markets  should 
add  to  the  earnings  upswing.  Lord  Ab- 
bett analyst  Tom  Abrams  figures  Geor- 
gia Pacific  will  earn  $5.40  in  1995,  up 
from  $2.80  in  1993  and  90e  in  1993. 


IS  MERRILL  LYNCH'S 
MISERY  INDEX  UP? 


Since  hitting  an  impressive  record 
high  of  102%  in  mid-October, 
Merrill  Lynch  has  been  on  the 
decline,  closing  at  86>4  on  Nov.  22.  Just 
a  logical  correction  for  this  highflier?  "I 
think  not,"  says  Mike  Murphy,  editor  of 
the  Over-priced  Stock  Service.  He  be- 
lieves it's  the  start  of  Merrill's  fall. 

"We  have  flashed  a  short  signal  for 
Merrill  Lynch  because  we  expect  the 
stock  to  fall  to  46  over  the  next  12 
months,"  says  Murphy.  He  insists  that 
Merrill's  earnings  will  fall  to  $4  to  $5  a 
share  next  year  from  this  year's  esti- 
mated $1L85. 

Murphy's  view  isn't  shared  by  most 
analysts,  who  see  Merrill  earning 
around  $10  in  1994.  One  factor  behind 
Murphy's  projection,  however,  is  that 
he  thinks  a  bear  market  has  just  be- 
gun. "Merrill  usually  falls  steeply  in 
advance  of  the  market's  big  fall,"  he 
says.  "But  bear  market  or  not,  Merrill 
faces  an  earnings  slump  in  1994." 

One  analyst  who's  also  bearish  is 
Nancy  Zambell  of  J.W.  Charles  Secur- 
ities in  Boca  Raton,  Fla.  She  warns: 
"Merrill's  earnings  will  decline  next 


year  and  then  begin  a  period  of  °i 
slow  growth." 

Zambell  expects  trading  volun 
Big  Board  stocks  to  drop  5%  to 
next  year  and  investment  bankin 
tivity  to  fall  25%.  She  also  sees  ;i 
in  competitive  pressure  on  fee  ii) 
and  a  moderate  rise  in  interest  i 
Meanwhile,  she  says  that  Mei 
fixed  costs  have  escalated  drama  l 
this  year  after  decreasing  in  the 
two  years.  A  Merrill  spokesmai  i 
clined  comment. 

If  such  a  downturn  in  the  ca; 
markets  does  occur,  then  Merrill 
for  an  earnings  slump  for  the  ne: 
to  24  months,  predicts  Zambell. 


CLEAN  SWEEP  FOR 
A  FLOOR  COVERING 


obody  paid  much  attt 
when  American  Biltiite  si 
Amtico  division  in  Februai 
Congoleum,  a  privately  held  proi 
of  vinyl-sheet  flooring  material.  'I 
who  did— and  bought  shares  of  I!i 
—made  a  bundle.  At  the  time  ol 
deal,  Biltrite,  which  is  listed  on 
American  Stock  Exchange,  was  a 
It's  now  at  41  and  rising. 

What's  the  scoop?  And  why  wa 
deal  a  big  winner  for  all?  The  Ai 
unit,  which  makes  floor  tiles,  in 
ing  the  do-it-yourself  variety,  bo< 
Congoleum's  floor-covering  busii 
Biltrite  is  benefiting,  too,  becaus( 
Amtico-Congoleum  deal  gave  it  a 
stake  in  Congoleum.  So  when  Con 
um  posts  profits,  so  does  Biltrite. 

One  investor  notes  that  Bilti 
third-quarter  results  gave  a  cln 
the  magnitude  of  its  earnings  pol( 
from  Congoleum.  Of  Biltrite's  $1, 
share  earnings  in  the  September  i 
ter,  96<f  came  from  its  Congo! 
interest.  The  other  30<P  came  fi'oni 
rite's  other  business— industrial  t: 
For  all  of  fiscal  1994,  the  Congd 
stake  should  chip  in  $5  a  share, 
ures  one  analyst.  As  a  result,  he 
Biltrite  will  earn  $6.50  a  share  in 
vs.  1993's  estimated  $3.25,  whid 
eluded  two  quarters  with  the  Con 
um  intere.st. 

One  fund  manager  who  has 
buying  into  Biltrite  figures  the  ^ 
could  more  than  double  should  Bii 
sell  its  40%  stake— possibly  bac 
Congoleum.  One  reason  Congo! 
might  want  it  back:  Congoleum 
want  to  go  public.  The  fund  man 
thinks  the  fact  that  the  compar  i 
now  trying  to  refinance  debt  stii 
like  a  step  in  that  direction. 
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lULTIMEDIA:  JOYFUL 
ND  TRIUMPHANT? 


es  are  low.  The  software  is  hot.  PCs  could  soar  this  season 


here's  going  to  be  a  lot  of  sound 
and  fury  under  the  Christmas  tree 
this  year,  and  it  won't  all  be  com- 
-om  the  children.  Personal-comput- 
lakers  are  gearing  up  for  their 
ist  Christmas  ever,  and  they're 
ing  on  explosive  interest  in  multi- 
1  to  bring  shoppers  into  the  stores. 
i  your  local  computer  or  home-elec- 
ts stores,  and  you're  likely  to  see 
that  put  on  a  dazzling  show  of 
1,  graphics,  and  video— with  pro- 
s  that  entertain  and  educate  both 
"en  and  adults. 

his  is  a  multimedia  Christmas,"  says 
!  C.  Thygesen,  general  manager  of 
media  publishing  for  Media  Vision 
which  makes  both  multimedia 
vare  and  software.  "The  con- 
rization  of  the  PC  is  really 
3ning  this  year." 
u've  heard  all  this 

before,  right? 
Ever  since  IBM, 
Commodore  Internation- 
al, and  Apple  Com- 
puter started  push- 
ing their  machines  as 
the  perfect  family  Christ-  " 
mas  gift  a  decade  or  so  ago, 
some  computer  maven  some- 
where has  been  pro- 
claiming that  "this  is  the 
year  of  the  home  com- 
)uter."  And  for  nearly 
e  years,  savants  have 
predicting  the  ar 
of  the  multime-  ^ 
!ra.  Yet  only  S 
of  American 
's  have  a  PC, 
only  2%  of 
i   could  be 
fied  as  mul- 
lia,  accord- 
0  market- 
'onsultant 
Live  Strat- 
Research 
national, 
is  year,  how-  m 
the  right  mix  ^' 
rces  is  turning 

UION  PROCESSING 


multimedia  into  a  true  mass-market  cat- 
egory: low  prices,  interesting  software, 
and  a  critical  mass  of  consumers  who 
feel  comfortable  with  the  technology. 
Market  researcher  Link  Resources  Inc. 
estimates  that  718,000  multimedia  PCs 
for  the  home  will  be  sold  this  year,  com- 
pared with  279,000  in  1992  (table,  page 
169).  Consumers  who  already 
plain-vanilla  PC  will  buy  550,000  multime- 
dia upgrade  kits,  compared  with  132,000 
last  year. 

And  Christmas  will  just  be  the  start. 
"Multimedia  PCs  will  become  common- 
place over  the  next  18  months,"  says 
William  H.  Gates  III,  chairman  of  Mi- 
crosoft Corp.  "Clearly,  people  will  look 


back  on  1994  as  the  year  that  happened. 
By  1995,  people  will  say,  'Of  course  my 
PC  has  a  CD.  Yours  doesn't?' " 

Hardware  makers  say  multimedia 
sales  are  zooming  because  there  is  fi- 
nally enough  software  available,  and 
software  publishers  say  it's  because  the 
hardware  is  finally  affordable.  It's  both, 
of  course.  Certainly,  price  is  a  key  driv- 
er. A  year  ago,  a  true  multimedia  PC- 
equipped  with  a  CD-ROM  player,  a  super 
video-graphics- array  (SVGA)  color  moni- 
tor, a  sound  card,  speakers  and  a  micro- 
phone, and  a  486  microprocessor  at  the 
heart  of  it  all-cost  about  $2,500.  This 
year,  it's  more  like  $1,500  to  $1,800, 
retailers  say.  The  difference  be- 
tween a  plain  PC  and  one 
with  a  CD-ROM  player,  a  basic 
necessity  for  multimedia,  is  only 
about  $150  this  year,  compared 
with  $500  last  Christmas. 
NONTHREATENING.  The  real  break- 
throughs, however,  are  coming  in 
the  realm  of  software.  There  are 
now  multimedia  packages  for  just 
about  every  taste  and  family 
member,  some  2,500  CD-ROM  ti- 
tles in  all.  Analysts  expect  the 
numl:)er  of  titles  to  double  over 
the  next  12  months.  Ali'eady, 
about  14%  of  all  software  pack- 
ages shipped  are  on  a  CD-ROM, 
most  costing  $50  or  less,  and 
CD-ROM  is  the  fastest-growing 
software  category.  The  huge 
popularity  of  music  CDs  has 
paved  the  way,  says  Kevin 
O'Leary,  president  of  SoftKey 
Software  Products  Inc.,  one  of 
the  largest  publishers  of  mass- 
market  programs.  "Everyone 
knows  how  to  use  a  CD,  so 
they're  not  scared  by  a  CD- 
ROM.  You  don't  have  to  sell 
the  technology." 

also  helps  that  children 
who    have  been 
playing  Nintendo 
and  Sega  since 
't^   they  were  four 
•  think  nothing 
of  moving  up 
to  a  PC.  There 
'    are  even  those 
—software  makers, 
mostly— who  contend 
■   that  the  lively  ani- 
mation and  sound 
of  multimedia 
has  kids  spend- 
ing    more  of 
their  time  doing 
homework.  That's 
-'  helping  to  drive  the  rap- 
i(  1  growth  in  a  new  category 
'edutainment"  software.  These 
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Business  Week  Executive  Programs 
presents 

An  Agenda  for  Change 

Every  year.  Business  Week  Executive  Programs 
provides  sponsorship  opportunities  for 
corporate  visionaries  interested  in  tackling  today's 
most  pressing  issues. 

CURRENTLY  SCHEDULED  CONFERENCES 

NOVEMBER  3-5 
The  1993  Europe  Roundtable  of  Chief  Executives 

Hotel  George  V.  Paris,  France 

NOVEMBER  16-17 
The  1993  HeaUh  Care  Summit 

The  Willard  Hotel.  Washington  D.C. 

NOVEMBER  30  -  DECEMBER  1 
The  1993  Business  Week  Defense  Conversion  Roundtable 

Beverly  Wilshire  Hotel.  Los  Angeles.  California 

FEBRUARY  17-  19,  1994 
The  1994  Business  Week  Presidents'  Forum 

at  the  Bob  Hope  Chrysler  Classic.  Indian  Wells,  California 

APRIL  14-  16,  1994 
The  Business  Week  Forum  of  Chief  Financial  Officers 

at  the  PGA  Seniors  Championship.  Palm  Beach,  Florida 

MAY  4 -6,  1994 
The  Business  Week  Corporate  Forum  of  the  South 

at  the  BellSouth  Classic,  Atlanta.  Georgia 

SEPTEMBER  1994 
The  Business  Week  Asia  Symposium  of  Chief  Executives 

(location  to  be  determined) 

OCTOBER  1994 
The  Business  Week  Symposium  of  Chief  Executives 

Washington,  D.C. 

For  information  about  corporate  sponsorship,  please  contact: 
William  H.  DeGraff  Director  of  Sales,  Strategic  Programs 

(212) 512-6012 


Executive 
programs 


are  programs  that  look  like  gam  ; 
actually  teach  something,  in  a  w;i 
feels  like  fun. 


Typical  of  the  genre  is  Yearn  2 
Peanuts,  one  of  the  hot  titles  1 
preschool  set.  The  program,  sold 
age  Smith  Inc.,  features  Snoopy,  ( 
Brown,  and  the  gang  from  the  / 
cartoon  strip.  Aimed  at  ages  3  to 
Peanuts  characters  use  animation, 
music,  and  video  to  teach  math,  u 
phy,  and  reading.  For  older  cli 
there's  Interactive  Encyclopedi; 
Compton's  New  Media,  one  of  tli 
selling  CD-ROM  packages. 

All  this  edutainment  makes  nii 
dia  a  lot  more  appealing  to  parent 
the  weird-sounding  and  sometinn 
lent  games  that  have  kept  thi 
glued  to  their  Nintendos.  A  pai 
more  likely  to  plunk  down  $l,8(l( 
PC  that  can  run  Knowledge  Advci 
3D  dinosaur  CD-ROM  than  Luc;i 
Day  of  the  Tentacle:  Maniac  M; 
"Parental  guilt  is  a  key  driver  i 


YEARN  2  LEARN  SOFTWARE  BY  IMAGE  M 


market,"  says  Robert  W.  Bauer,  disci 
of  desktop  marketing  for  Compa(i^' 
puter  Corp.  "Most  schools  have  I'l 
so  parents  Ixiy  them  because  the.\ 
it's  what  their  kids  need." 
ESSENTIAL  SOFTWARE.  Edutainni 
also  symbolic  of  a  unitjue  phenonn 
multimedia.  This  is  the  first  sign 
computing  technology  to  be  in 
adopted  by  consumers  rather  thai 
ness  customers.  CD-ROMs  are  ban- 
ible  in  offices  because  they  art 
they  can't  record  data,  and  the 
mation  on  them  can't  be  update 
least  at  this  stage,  it's  going  to  h. 
take  a  'killer  app'  to  get  multimed 
the  office,"  .says  Tim  Bajarin,  pre 
of  Creative  Strategies— somethin 
Lotus  Development  Corp.'s  1-2-3, 
persuaded  many  ijusinesses  to  itn 
PC's  a  decade  ago. 

For  the  home  market  though,  i 
gle  killer  application  is  needed.  Dit 
family  members  will  use  multime- 
for  different  reasons:  parents  foi'  ' 
and  personal  finance,  teenagei  ■ 
games,  kids  for  schoolwork,  evenpi 
grandparents  for  interactive  bvet 
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SANTA'S  COMING 
WITH  A  PC... 


PCs  SHIPPED  TO  THE  HOME 


F        '90  '91  '9 

IIUONS 

AND  MAYBE  WITH 
MULTIMEDIA,  TOO 

I  UPGRADE  KITS  □  MUITIMEDIA  PCs 
SOLD 


'93 


'92  '93 

10USANDS 

•:  'UPGRADE  KITS"  INCLUDE  SOUND  ttRD  AND  CD-ROM 
'E  UNITS,  NOT  NECESSARILY  AN  "ALL  IN-ONE"  UPGRADE  KIT 
DATA:  LINK  RESOURCES  CORP 


Is  that  keep  them  in  touch  with 
yberspace  world. 

makers  still  learning  to  sell  to 
consumers  admit  that  they  have 
caught  unprepared  by  the  multime- 
Toundswell.  IBM  started  shipping 
media  PS/ Is  tor  the  home  market 
eeks  ago  and  is  already  unable  to 
ders.  "Our  expectations  were  very, 
low,  but  we're  finding  that  there  is 
of  demand,  "  says  Robert  J.  Corri- 
president  of  the  IBM  Personal  Com- 

■  Co.  Compaq,  AST  Research  Inc., 
^pple  Computer  Inc.  also  say  sales 
my  above  expectations.  About  20% 
r's  PCs  are  selling  to  home  buyers, 
xample,  despite  the  company's  al- 
complete  lack  of  brand  awareness 
g  consumers,  and  about  a  third  of 

■  are  multimedia.  It  doesn't  hurt, 
everal  PC  makers,  that  Compaq  is 
ling  a  lot  of  money  this  fall  on  con- 
r-targeted  TV  ads.  "That  kind  of 
'tising  spikes  the  market  for  all  of 
jays  Ed  Tazzia,  IBM  PC's  consumer 
eting  manager. 

Kjther  spike  could  come  from  new 
i"pments  in  hardware.  One  key 

■  will  be  widespread  adoption  of 
il  signal  processors,  or  DSPs— chips 
•an  handle  audio,  voice-recognition, 
ideo.  High  cost  and  lack  of  special 
are  for  the  chips  had  kept  the  tech- 
v  out  of  most  PCs.  But  Compaq, 
lid  Bell,  Hewlett-Packard,  and  IBM 
starting  to  adopt  the  chips.  Says 
gan:  "Multimedia  is  just  beginning 
ially  take  off.  Between  now  and 
Christmas,  I  think  you'll  see  an  ex- 
»n."  So  if  you  want  a  silent  night  in 
mber,  1994,  buy  earplugs. 

Catherine  Anist,  with  Paul  M.  Eng 
'Richard  Brandt,  in  Las  Vegas 


There's  Still  Time 
To  Cut  Your 
1993  Tax  BiU 

Fidelity  FaxLineSen^ice^^Xan  Help  YmiMeet 
IheDecetnberSl,  1993 Keogh  Deadline 

If  you're  self-employed  or  a  business  owner,  you  Ciin  make 
tax-deductible  contributions  of  as  much  as  25%  of  your 
earned  income  -  up  to  $30,000  per  year  -  to  The  Fidelity 
Retirement  Plan  (Keogli).  Plus,  your  ijwestnient  grows  tax- 
deferred  until  withdrawn. 

More  Stock  Funds  With  No  Sales  Charges 

Fidelity  hits  waived  the  Sides  charge  on  more  thiui  a  dozen 
stock  funds  exclusively  for  retirement  investors  when  you 
invest  througli  certiiin  Fidelity  retirement  phuis.' 

Why  Choose  Fidelity  for  your  Keogh? 

^  More  no-load  funds  ^  Investment  choice  iuid  flexibility 
^  Demonstrated  fund  peifomiiuice    Dedicated  Retire- 
ment Specialists  ^  Keogh  customer  newsletter 

Fidelity  FaxLine  Service  For  Last 
Minute  Apphcations 

To  help  you  meet  the  December  3 1 , 1993' 
Keogli  deadline,  cidl  todiiy  iuid  find  out 
about  Fidelity  FaxLine  Service. 

If  you  would  like  to  set  up  a  phui  or 
would  like  fiulher  infonuation,  cidl  todiiy 
luul  ask  for  your  free  Keogli  Fact  Kit  wliich  con- 
tains idl  the  infonuation  you  need  to  begin  your  retirement 
savings  phui. 

Visit  A  Fidelity  Investor  Center  or  Call 

1-800-544-5373 


Fideliiy 


Inuestments' 

Common  setise.  I  'ncomtium  results. 


Call  for  a  FKKK  Keosh  Fact  Kit,  and  a  t'lirrent  liinil  |iros|K'clus  lor  moa-  compk-lf  intornialion.  Intiudini;  tharnes 
aiui  (.'XiU'iises  Read  the  piospetlus  caiefiilK  helure  vou  Invest  or  send  monev  This  otfer  applies  to  certain  Fidelm 
retirement  plans  marketed  and  distrihnted  dIrectK  h\  Kidelitv  FIdeiitx  Masellan  Fund,  Fidelm  New  Millennium'" 
Fund  and  Fidelit\  Select  Portfolios'  are  excluded  ^lui  ha\e  until  December  -il,  IWs  to  estahlish  a  Keoi;h  Plan  for 
lax  war  l')')i  ^ou  have  until  \pril  IS,  1^)')^  or  voiir  tax  filing  deadline  to  make  contributions  for  VM?  Fidelitv 
Disiributors  Corporation 
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COMMUNICATIONS! 


GOING  ON-LINE  WHEN 
YOU'RE  OFF  THE  BEATEN  PATH 


A  flood  of  wireless  gizmos  will  zap  information  anywhere 


For  months,  computer 
makers,  phone  compa- 
nies, and  the  media 
have  been  bombarding  the 
public  with  the  idea  of  "any- 
time/anywhere" communica- 
tions and  information.  Ap- 
ple Computer  Inc.  says  that 
its  Newton  personal  digital 
assistant  (PDA)  will  offer 
such  capabilities,  while 
American  Telephone  &  Tele- 
graph Co.,  in  its  "You  Will" 
ad  campaign,  depicts  a  fu- 
ture of  untethered  commu- 
nication and  computing. 

But  so  far,  these  are  just 
promises.  Although  sales  of 
portable  computers  are 
booming,  most  of  these  de- 
vices are  far  from  being  really  portable 
when  it  comes  time  to  send  a  file  or  a 
fax,  check  electronic  mail,  or  i-ead  on-line 
news  services.  You  have  to  find  a  phone 
jack  and  plug  the  thing  in.  The  same 
goes  for  most  of  the  PDAs.  Why?  No 
wireless  modem  was  small  enough  for 
the  handheld  machines,  and  when  PC 
makers  tried  rigging  tiny  cellular  com- 
municators into  laptops,  they  ran  into 
electrical-interference  problems. 
UNTCTHERED.  That  should  change  soon.  If 
computer  makei's  deliver  on  what  they 
jjromised  at  the  recent  Comdex  trade 
show  in  Las  Vegas,  they  will  be  complet- 
ing those  wireless  connections  in  the 
coming  months.  There  will  l)e  new  gear 
that  plugs  into  special  slots  now  appear- 
ing in  portable  PCs  and  PDAs.  These  slots 
confoiTn  to  the  Personal  Computer  Mem- 
ory Card  International  Assn.  (PCMCIA) 
format  and  accept  credit-card-size  de- 
vices such  as  modems.  Wireless  PCMCIA 
cards  sliould  dramatically  boost  the  ap- 
peal of  untethered  computing.  Partly  as 
a  result,  the  number  of  wireless-data 
users  will  grow  from  1  million  this  yeai" 
to  7.3  million  in  1998,  says  mai'ket  re- 
searcher Yankee  Croup  Inc. 

Some  of  these  new  cards  allow  note- 
book PCs  to  link  up  to  cellular-phone 
networks  via  an  ordinary  cellular  phone. 
These  cards  are  attached  by  a  small  ca- 
ble to  a  cradle  device  that  holds  the 
phone.  Other  cards  will  link  users  to 
one  of  two  nationwide  wireless  data  ser- 


A  WIRELESS-MESSAGE 
CARD  FOR  THE  NEWTON 


vices:  Ardis,  owned  by  IBM 
and  Motorola  Inc.,  and  Ram, 
a  venture  of  BellSouth 
Corp.  and  Ram  Broadcast- 
ing Corp.  The  first  Ardis 
and  Ram  cards  need  to  be 
attached  to  radio  transceiv- 
ei-s  about  the  size  of  a  cellu- 
lar phone.  But  next  year, 
companies  such  as  Motorola 
and  L.M.Ericsson  Tele- 
phone Co.  plan  to  sell  the 
entire  radio  on  a  card. 

Another   new  wireless 
data  system  getting  a  lot  of 
attention  is  cellular  digital 
packet  data  (CDPD).  The  sys- 
tem works  by  sending  split- 
second  bursts  of  data  dui'ing 
normal  pauses  in  conversa- 
tions on  cellular  networks.  Cellular  oper- 
ators are  just  starting  to  bring  CDPD 
on-line,  and  it  recjuires  its 
own  special  attachments  for 
a  portable  PC:  a  PCMCIA 
card  hooked  to  a  small  ra- 
dio device.  But  by  next 
year,  the  CDPD  equipment 
will   fit   onto  a 
card,  says  Bob 
Growney,  gener- 
al manager  of  Mo- 
torola's  Paging  & 
Wireless  Data  Group. 
And  owners  of  IBM's 
ThinkPad  750  note- 
)Ook    will  soon 
able  to  buy 
a   $1,495  CDPD 
transceiver  from 
Cimis  Logic  Inc., 
which  goes  in 
place    of  the 
floppy  drive. 

PDAs,  too,  are 
finally  going 


SIMON: 

NO  SIMPLE 

CELLULAR 

PHONE, 

IT'S  A 

NOTEPAD, 

ADDRESS 

BOOK, 

AND  FAX, 

TOO 


170  BUSINESSWEEK/DECEMBER  6,  1993 


wireless  as  well— something  only  T. 
bulky  Eo  can  do  now.  A  new  Mui 
PCMCIA  card  provides  receive-onl'i- 
less  communications  for  the  N. 
MessagePad  and  the  Zoomer  PD 
by  both  Casio  Corp.  and  Tandya>i 
These  cards,  priced  at  $230-$2a( 
receive  short  text  messages  afiii 
as  news  briefs,  stock  quotes,  anc 
information. 
WONDER  YEAR.  Ultimately,  the  w 
future  will  require  hardware  th£ 
incorporates  such  communication 
bilities.  For  now,  that  leaves  ou 
notebook  PCs.  The  forthcoming  ] 
cards  that  house  the  entire  radic 
work  with  many  notebook  comp 
the  computers'  electronics  interfei 
radio  signals.  These  PCs  can  us 
the  cards  that  connect  to  a  separ 
dio  transceiver  or  cellular  phone, 
a  truly  integrated  wireless  devi( 
may  have  to  start  over. 

And  next  year 
the  right  time:  P( 
ers  and  electronic 
panies  plan  lots  o: 
less  wonders, 
developed  by  IBM  an 
South,  offers  PDA  fu 
such  as  a  to-do  list, 
took,  and  cellular 
The  $899  device  ca 
send  and  receive  faxe 
its  screen.  Apple  anc 
plan  new  Newtons  ai 
while  Motorola  will 
thi'ee  different  w 
\  lines.  Sony  Cor 
Matsushita 
trical  Ind 
Co.  should 
in,  too.  And 
new  notebool 
)e  wireless-fr 
"This  is  not  £ 
tion  of  if  this 
ing  to  evolvi 
a  question  oiw. 
says  Mot. 
( Irowney.  ;\ 
in  1994,"  th,h; 
of     1993  ■ 
come  tn 

/; 
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Las 


INFORMATION  PRZP. 


Our  A340.  The  future  of  flying,  today. 


Fly  our  A340  to  Europe  from  New  York 
and  Atlanta.  Additional  service  from 
Boston,  Washington,  D.C.,  Dallas  and 
Houston  starting  soon. 


Welcome  to  the  next  level  of  luxury.  Lufthansa's 
four-engine  Airbus  A340.  We're  the  first  airline  in 
the  world  to  offer  it  to  you.  And  that's  not  surprising. 
After  all,  Lufthansa  has  one  of  the  newest  fleets 
in  the  air  Inspired  by  your  needs,  our  A340 
engineers  made  hundreds  of  refinements  to  the 
aircraft's  original  design.  So  you  can  enjoy  the 
features  you  requested  most.  Like  a  roomy  cabin, 
with  seats  designed  for  maximum  comfort. 
Each  no  more  than  one  seat  away  from  an  aisle. 
In  every  class.  Add  to  this  our  renowned 
international  service,  and  you've  got  a  travel 
experience  that  goes  beyond  your  expectations. 


A  passion  for  perfection.® 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Luf  ttiansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


ill  tlu  hiirM.  p()\\tT  in  tin.-  worki  is  worth 
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And  the  sanif  is  true  when  it  comes  t< 
eoniputers.  IVrloimanee  is  determined 
not  onK  In  the  ehip,  Init  hv  the  eompute 
around  the  ehip.  Alter  all,  it  the  subsvs 
tems  slow  you  dow  n,  having  a  powerful  ; 


processor  doesn't  make  muc  h  ditlere 
Whieh  is  wh\  when  our  engineer 
the  all  new  C'ompacj  DeskproXE,  eve 
sN  stem  w  as  desianeil  to  provkle  the  hi 
o\erali  s\stem  performance. 

QVision  Local  Bus  Graphics,  for 
Ij^^SfTB    P''"'  offers  bUnk-ot-an-eyc  pcrforr 
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For  The  Same  Re  ason, 
A  Faster  Processor 
Doesn't  Necessarily  Mean 
,r  A  Faster  Computer. 


Irixcs  clock  in  \\  illi  liahtnina  liki-  seek 
all  the  new  Deskpro  XE  models  oiler 
I  cache  options. 

ultimate  in  performance,  howew  r, 
iie  Deskpro  XF;  with  the  Pentium  pro- 
upaq-desi^icd  TriFkx/PC  Architecture 
ilie  tremendous  power  oFthe  Pentium 


chip,  delivering  sianilicantU  improved  overall 
system  |XTlormance.  All  at  a  price  that  vou  w  ill 
lind  equally  impressive. 

For  complete  inlormation  on  tln'  new  IXskpro 
XE  computers,  just  call  us  at  1  800- 545-1 518.  And 
disco\er  w  h\  even  w  hen  they  have  the  same  pro- 
cessor, other  computers  just  aren't  up  to  speed. 
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CABLE TV I 


PAY  TV 
GOES  SOUTH 

THE  HOT  MARKETS  HAVE  A  lATIH  ACCEHT 


and 


avid  Kahn  marvels  at  the  atten- 
tion he  and  others  from  Latin 
America  got  during  a  recent  ca- 
ble-TV conference  in  Miami.  His  family 
owns  a  60,000-subsci'iber  system  in  five 
Mexican  cities,  including  Acapulco  and 
Cuernavaca.  "It's  kind  of  startling,"  he 
says.  "We  used  to  come  to  conventions, 
and  no  one  wanted  to  talk  to  us.  Now, 
everyljody  asks  us  to  dance." 

Not  just  dance,  liut  salsa,  saml)a, 
tango.  From  Mexico  City 
to  Buenos  Aires,  house- 
holds with  pay  TV  are  sud- 
denly inundated  with  new 
programs  from  the  U.  S. 
and  South  America.  If  it's 
not  NBC  Noticias,  the  U.S. 
network's  24-hour  Spanish- 
language  news  show,  then 
it's  Fox  Latin  America 
Channel,  beaming  its  hit 
show  Cops  dubbed  in  Span- 
ish and  Portuguese.  MTV 
launched  MTV-Latino  on 
Oct.  1,  aiming  for  the  re- 
gion's teen  audience.  And 
soon,  Mexico  City  viewers 
will  be  able  to  order 
clothes  and  jewelry  from  a  Spanish-lan- 
guage version  of  home-shojiping  chan- 
nel QVc.  These  are  among  a  dozen  new 
cable  programs  announced  this  year 
alone  (table).  In  cable  and  broadcast 
television,  says  Tara  Devlin,  an  asso- 
ciate at  analysts  Kagan  World  Media, 
"Latin  Amei'ica  is  an  emerging  giant." 

What's  drawing  newcomei's  is  a  dy- 
namic market  coml)ined  with  new  op- 
portunities spurred  by  deregulation  and 
technology.  As  Latin  Americans  emerge 
from  decades  of  state  controls,  they 
are  opening  their  economies  to  competi- 
tion and  foreign  investment.  The  air- 
waves are  no  exception.  Digital  technol- 
ogy makes  it  easier  to  deliver  pro- 
gramming—and advertising.  And  slow 
growth  in  the  matui-e  U.  S.  mai'ket  has 
programmers  scouring  the  woi'ld  foi' 
new  viewers. 

More  than  ()0%  of  U.S.  households 


and  28%  of  Western 
Europe's  are  already 
watching  some  form  of 
pay  television.  Latin 
America,  by  contrast, 
has  only  7.5%  penetra- 
tion. Wliat's  more,  the  region  has  strong 
affinities  with  the  U.  S.  "In  Latin  Amer- 
ica, there's  a  demand  for"  televised  for- 
eign culture,  says  Rob  Hersov,  meflia 
groui)  director  at  Compagnie  Financiere 


i 


AUDIENCES  TO  ADVERTISERS 


D  CREDIT  CARDS 


Richemont.  Richemont,  stalking  invest- 
ments worldwide,  plunked  down  $95  mil- 
lion in  September  for  a  33%  stake  in 
TVA  Brasil,  the  country's  pay-TV  leader. 
Now,  as  the  region's  TV  industry 


scrambles  to  plug  into  swift  ' 
changes,  its  thirst  for  capital 
growing.  And  if  such  alliances  : 
merger  lietween  Bell  Atlantic  Cori 
cable  giant  Tele 
munications  Inc. 
off  a  surge  of  m 
formation-highw; 
vestments,  TV  soi 
the  border  will  li> 
follow.  Argentine 
lators,  for  exampl 
already  debating 
to  allow  up  to  40' 
eign  ownership  in 
TV— a  business  clo' 
outsiders  up  to  m 
One  hub  of  the 
TV  boom  is  in  \i 
where  shows  an 
conceived  and 
MTV-Latino  pm 
progi'ams  there  because  of  Miami' 
versal  appeal  to  Latin  America  an 
city's  pool  of  bilingual  and  technic 
ent.  Miami's  allure  helps  sell 
liipe—'d  steamy  telenovela,  or  so;i 
era,    made    there    by  Cables 
Internationa!  Corp.— to  20  countri(, 
TAILOR-MADE.  True,  pay  TV  in  ; 
forms— cable,  microwave,  and  <  I 
broadcast  satellite— accounts  for  ( 
fraction  of  Latin  America's  76  n 
TV  households  (chart).  But  progi-;ri 
are  quick  to  point  out  to  prospi 
advertisers  that  pay  TV  reach< 
most  affluent  households  in  a  rei;i 
gi-eat  economic  disparity.  The  real 
ise,  many  Ijelieve,  lies  in  adveri 
that  cuts  across  borders— a  one-sto 
for  companies  that  target  Latin  <■ 
mers.  That's  a  juicy  prospect  foi- 
multinationals.  Coca-Cola  Co.,  for  i 
pie,  is  a  pan-regional  advertiser  on 
Latino,  ESPN,  and  TNT-Latin  Amcr 
What's  more,  programmers  will 
tually  offer  advertisers  a  two-f' 
deal:  Buy  a  spot  on  Latin  Amei'ic 
and  we'll  offer  a  shot  at  the  l]>. 
panic  market,  as  well— Miami  or 


AS  LATIN  AMERICA  TUNES  IN  TO  PAY  TV. 


ARGENTINA 


Total  TV  households  MILLIONS  8.2 

Pay  TV  as  %  of  TV  households  38  .0°/° 

Growth  in  pay  TV  1993  EST  33.0°/" 
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,  say.  MTV  is  al- 
/  selling  time  on 
continents,  aiming 
lach  by  yearend 
750,000  U.S.  His- 
households  via 
jatino. 

the  broadcast 
,  one  of  the  two 
st  U.  S.  Spanish- 
lage  networks, 
lundo  Group  Inc., 
1  /ear  began  beam- 
tlenovelas  such  as 
Destinos  and  other 
amming  to  17  Lat- 
Tierican  markets, 
re  sponsors,  Tele- 

0  lets  advertisers 
niize  for  local  mar- 
It  holds  open  a  two-minute  slot 
Ig  buys,  which  it  sells  to  multina- 

advertisers  to  air  either  the  same 
lercial  in  the  entire  region  or  drop 
ferent  local  spots.  Eastman  Kodak 

1  an  early  advertiser  on  Telemun- 
Latin  American  network,  mostly 
'Cal  commercials.  The  savings  can 
pnsiderable— up  to  40%  less  than 
g  individual  markets. 

Ang  the  way  for  such  deals  are 
tization  and  deregulation,  which 
spawned  more  broadcast  outlets, 
for  example,  now  has  six  stations, 
)m  four  in  1990.  Meanwhile,  Mexi- 
jiant  Televisa,  which  has  90%  of 
country's  TV  audience,  is  also  ex- 
ng  abroad  in  broadcast.  Linking 
2ts,  says  Larry  Dam,  president  of 
subsidiary  Univisa  Inc.,  is  part  of 
isa's  grand  plan.  A  major  move 
ts  December,  1992,  purchase  of 
Spanish-language  network  Univi- 
rom  Hallmark  Cards  Inc.  Partners 
j  i  deal  included  Los  Angeles  inves- 
i .  Jerrold  Perenchio  and  Venevision, 
j  of  the  powerful  Cisneros  family 
( igs  in  Venezuela. 
i  i  lure  of  cable  is  so  strong,  howev- 
at  even  broadcast  giants  such  as 
I  isa  and  Brazil's  TV  Globo  are  plung- 
I  ..  Televisa,  headed  by  tycoon  Emi- 
zearraga,  currently  owns  50%  of 


i©S  S?/.^PSONAIRS  ON  FOX 
LATIN  AMERICA  CHANNEL 


PanAmSat,  and  in  May 
it  teamed  up  with  TCI 
in  a  joint  venture  to 
pursue  opportunities 
throughout  Latin 
America.  The  venture 
owns  Mexico  City's 
biggest  cable  system, 
with  193,000  subscrib- 
ers, and  is  backing  the 
entry  of  American  pro- 
grammers such  as  Dis- 
covery. 

RISKY  BUSINESS.  Latin 
America's  pay-television 
phenomenon  is  drawing 
in  a  number  of  big 
international  investors. 
Kagan  estimates  that 
approximately  $375  mil- 
lion, including  Richemont's  deal,  has 
been  poured  into  Latin  American  cable 
and  satellite  companies  in  the  past  six 
months.  Programmers  are  also  spend- 
ing heavily— anywhere  fi'om  l)etween  $5 
million  to  $17  million,  industry  insiders 
figure— to  launch  and  operate  Latin 


BRICK  AND  MAGGIi  WILL  OLD  MOVIES  SUCH 
AS  CAT  ON  A  HOT  TIN  ROOF  APPEAL  TO  LATINS? 


American  ventures  for  the  first  year. 

So  what's  the  downside  in  all  this? 
Plenty.  For  one  thing,  there  are  techni- 
cal obstacles  strewn  across  the  region. 
More  than  90%.  of  operators  have  built 


i  PLAYERS  MOVE  INTO  THE  LATIN  MARKET 

launched  or  announced 
joining  ESPN,  Turner 
sting,  and  Telemundo, 
airing  in  Latin  America 


'MEDIA  INC,  COMPAKY REPORTS 


)TfCiAS 

TE,  N.C. 

lour 

language 


MTV  LATINO 

MIAMI 

Rock/pop  video 


FOX 
LATIN  AMERICA 
CHANNEL 

BEVERLY  HILLS 

Entertainment 

CABLE  VISION 

News,  children's 
channel 


DISCOVERY 
CHANNEL 

Nature,  science 
programs 

TELE  UNO 

MEXICO  CITY 

24-hour  entertainment 

channel  by 
Worldvision 


basic  cable  systems  that  can't  offer  seg- 
mented programming— basic  and  premi- 
um channels  i)aid  for  separately. 

Finding  enough  customers  for  pay  TV 
could  also  prove  more  difficult  than  some 
of  the  operators  admit.  After  all,  since 
there  are  relatively  few  pay-TV  users  in 
these  markets,  U.  S.  programming  can 
be  expensive— as  much  as  $1  to  $1.50 
per  subscriber.  And  if  Latins  decide  not 
to  pay  for  Hollywood  oldies  such  as  Cat 
on  a  Hot  Tin  Roof,  sinking  big  bucks 
into  new  infrastructure  could  be  high- 
stakes  gambling.  Upping  the  ante  still 
higher  are  the  new  wild  cards  of  poten- 
tial telephone  links  and  interactive 
systems. 

Already,  advertisers  are  fretting  that 
the  market  is  a  little  wild  and  woolly, 
with  few  reliable  ratings  or  data  on 
viewers.  Some  pay-TV  systems,  such  as 
Brazil's  TVA,  hire  independent  auditors  to 
verify  customer  counts. 

Even  programming  has  its  mine 
fields.  Although  some  channels  are  creat- 
ing new  programs,  others  are  simply 
sifting  through  libraries.  TNT-Latin 
America,  beyond  relying  on  its 
hoard  of  Mt;M  movie  classics,  is 
exploring  accjuiring  rights  to  orig- 
inal Spanish-language  programs. 
But  in  both  broadcast  and  cable, 
programs  from  Argentina,  Mexi- 
co, Spain,  and  Venezuela  are  com- 
peting for  viewers'  time.  NBC 
Noticias  went  up  against  a  partic- 
ularly crf)wded  market:  In  Ar- 
gentina alone,  there  are  five 
news  channels. 

"ADD  THE  SALSA."  To  bi-idge  the 
cultural  gap,  Fox  has  given  a 
Latin  look  to  the  graphics  for  the 
existing  programming  it  offers 
on  its  Latin  American  Channel. 
"Some  channels  have  taken  what 
they  have  and  exported  it  with- 
out special  packaging,  promotion, 
or  talent,"  says  Concepcion  Lara, 
vice-president  at  Fox  Latin  America 
Channel.  "But  you  have  to  add  the  salsa 
to  it." 

Mixing  the  recipe  may  not  be  easy. 
Nely  Galan,  a  partner  in  Tropix,  which 
helped  create  and  position  the  Fox  chan- 
nel, foresees  a  widening  gap  between 
U.  S.  Hispanics  and  Latin  Americans. 
Part  of  the  U.  S.  Spanish-language  mar- 
ket—along with  its  future— is  "second- 
generation,  primarily  English-speaking 
Latinos,"  she  says.  "Are  you  able  to 
reach  a  kid  who  can  barely  speak  Span- 
ish and  an  Argentine  17-year-old?  I  don't 
think  so." 

For  U.S.  TV  companies  with  world- 
wide ambitions,  those  are  important 
challenges.  In  the  emerging  mosaic  of 
markets,  pleasing  Latin  tastes  has  to 
be  part  of  their  global  plan. 

By  Gail  DeGeorge  in  Miami,  ivith  bu- 
reau reports 
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Investing 


AN  OPEN  INVITATION 
TO  CIOSED-END  FUNDS 


As  investors  comb  the 
globe  for  ways  to  tap 
into  emerging  mar- 
kets, they  repeatedly  hear 
names  such  as  Mexico  Fund, 
Thai  Fund,  or  Korean  Invest- 
ment Fund.  These  are  not  or- 
dinary mutual  funds.  They're 
closed-end  funds,  which  share 
many  similarities  with  the 
more  familiar  variety  but  also 
have  unicjue  properties. 

Closed-end  funds  have  a 
fixed  number  of  shares  that 
trade  on  stock  exchanges.  Be- 
cause the  capital  stays  con- 
stant, closed-end  funds  are 
ideal  vehicles  for  the  thinly 
traded  and  illiquid— but  in- 
creasingly popular— emerging 
markets.  If  these  funds  were 
set  up  as  open-ends,  and  if  a 
foreign  market  took  a  dive, 
managers  would  have  a  hard 
time  redeeming  the  shares  of 
fleeing  investors. 
"YOU  GET  HOOKED."  Once 
people  understand  closed-end 
funds,  they  tend  to  become 
enamored  of  them.  "These  are 
arguably  the  best  investment 
vehicles  on  the  planet,"  says 
George  Foot,  partner  at  New- 
gate Management  Associates 
in  New  York,  which  manages 
portfolios  using  closed-end 
funds.  Once  you  catch  on, 
"you  get  hooked,"  says  Thom- 
as Herzfeld,  the  author  of  sev- 
eral books  on  closed-end-fund 
investing  and  president  of 
Thomas  J.  Herzfeld  &  Co.,  an 
investment  advisory  firm  in 
Miami.  But  like  a  lot  of  in- 
vestments these  days,  these 
funds  have  been  picked  over. 
While  you  can  still  root 
around  for  good  deals,  there 
are  things  to  watch  out  for. 

Wall  Street  is  heavily  pro- 
moting a  flood  of  new  funds. 
There  were  101  introduced 
last  year  and  92  this  year 
through  mid-November.  But 
the  worst  time  to  invest  in  a 
closed-end  is  during  the  initial 


public  offering  (IPO).  Many  ex- 
isting funds  are  also  raising 
money  through  "rights  offer- 
ings," or  invitations  to  exist- 
ing owners  to  buy  new 
shares.  But  critics  consider 
this  practice  abusive  to  share- 
holders because  it  dilutes  the 
value  of  their  holdings. 

Closed-end  funds  can  usu- 
ally be  bought  at  a  discount 
to  the  value  of  the  underlying 
securities.  This  heightens 
their  appeal,  since  investors 
can  make  money  from  a  rise 
in  the  share  price  as  well  as 
from  appreciation  in 
the  invest- 


ments.  Of  course,  prices  can 
tumble  rapidly  because  many 
closed-end  funds  are  small, 
with  less  than  SlOO  million  in 
capital.  "They  can  be  blown 
around  the  pond  like  a  paper 
sailboat  by  any  kind  of 
breeze,"  says  Foot.  You  can 
even  lose  money  on  a  fund 
that  is  appreciating,  says 
Foot.  For  example,  the  Japan 
OTC  Eciuity  Fund  traded  at  a 
41%  premium  in  July,  1992. 
Since  then,  the  fund's  assets 
have  grown  35%,  but  the 
share  price— the  figure  that 


really  matters  to  inve- 
has  fallen  10%. 

Many  closed-end  fun 
now  trading  at  a  lowei 
usual  discount  or  e\ 
a  premium.  The  Ht 
Closed-End  Average  tr; 
funds  that  invest  mai 
U.  S.  stocks.  The  averu' 
count  for  those  funds  li 
rowed  from  -16.6  in  1 
-4.7  currently.  So  by  jii 
in  now,  "you  may  be 
on  a  fair  degree  of  pric 
says  Colin  Mathews,  a 
end  analyst  at  Mnrnn 
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nparcs  l)iiying  a  fund 
iremium  to  picking  a 
with  a  higli  price-to- 
rs ratio. 

east  the  difference  in 
re  allows  for  more  sta- 
aagement  of  closed-end 
han  open-end  funds.  If 
ck  market  suddenly  de- 
closed-end  funds  won't 
rued  with  redemptions 
j  -ced  to  sell  holdings  to 
ij  ash.  "Closed-end  funds 
j  down,  too,"  says  David 
ij  ter,  president  of  Limit- 
i  iply  Securities  in  New 
j  But  hopefully,  the  man- 
ij  ill  not  have  to  cash  in 
I  ps  like  the  open-end 

tersely,  in  a  i)ull  mar- 
osed-end  fund  nianag- 
I't  face  the  struggle  to 
a  mass  inflow  of  cash 
;ew  investors.  Closed- 
H  nds  can  often  get  an 
i|  ver  traditional  mutual 
ij  lecause  they  don't  have 
I  itain  cash  to  cover  re- 
ons.  Plus,  only  closed- 
nds  can  use  leverage, 
Tiakes  them  riskier  but 
3  them  to  generate 
returns. 

THAN  SKILL.  If  you  are 

ted  in  trying  a  closed- 
nd,  choose  carefully, 
ivestor  has  to  make  a 
onged  analysis,"  says 
d.  "Wfiat  are  the  pros- 
ar  the  fund's  portfolio? 
are  the  prospects  for 
re  price?"  To  judge  the 
io,  look  for  the  same 
is  that  you  would  look 
for  in  any  fimd: 


capal)le  management,  an  in- 
vestment strategy  that  fits  in 
with  your  objectives,  and  low 
fees.  But  evaluating  how  the 
shar-e  pi'ice  might  move  takes 
more  skill.  A  good  time  to 
buy  is  when  the  fund  is  trad- 
ing near  its  largest  discount 


l)ate  or  sell  the  fund  then, 
since  the  value  of  their 
shares  will  be  diluted.  If  you 
are  interested  in  getting  into 
a  fund,  the  discount  tends  to 
be  widest  during  the  final 
day  or  two  of  the  offering, 
says  Herzfeld.  The  Malaysia 


A  LOOK  AT  CLOSED-END  EQUITY  FUNDS 


FUND  DISCOUNT/PREMIUM       1993  TOTAL  3-YR.AVG. 

TO  NET  ASSET  VALUE  RETURN*  ANNUAL  RETURN* 

(Nov.  1 2,  ] 993)     (thiough  Oct.  31 )      (through  Sept.  30) 


ADAMS  EXPRESS 

-7.7 

-2.12 

19.56 

CHARLES  ALLMON  TRUST 

-7.0 

1.28 

7.73 

ROYCE  VALUE  TRUST 

-3.38 

12.65 

27.43 

TEMPLETON  EMERGING 
MARKETS 

17.1 

54.78 

39.40 

MEXICO  FUND 

-5.9 

14.52 

39.31 

THAI  FUND 

-11.1 

24 

32.22 

CLOSED-END  FUND  AVERAGE 

-4.7 

4.9 

NA 

'Based  on  share  price,  including  reinvested  dividends  and  capital  gains 

DAW.  mm  J.  HEItZFELD  S  CO ,  MOIiNINGSTAR  INC. 


NA=  Not  available 


or  smallest  premium,  Herz- 
feld advises. 

Closed-end  fund  investors 
debate  what  you  should  weigh 
more  heavily— portfolio  man- 
agement or  discount.  Basical- 
ly, if  you  are  planning  to  buy 
and  hold,  a  strategy  that 
Schachter  favors,  first  look  at 
the  underlying  portfolio  and 
investment  strategy.  But 
Herzfeld  says  investors  are 
missing  out  on  potential  gains 
if  they  hold  on  to  a  fund,  ig- 
noring movements  in  the 
share  price.  "They  are  excel- 
lent trading  vehicles,"  he  says. 
"To  overlook  that  is  just 
shortsighted." 

Experts   caution  against 
>uying  during  an  IPO.  But  the 
price  often  drops  and  be- 
comes attractive  just 
after  the  underwrit- 
ers withdraw  sup- 
port, usually  six  to 
eight  weeks  later. 
For  example,  the 
new  Global  Small- 
Cap  fund  is  now 
selling  at  a  6% 
premium,  but  Foot 
expects  it  to  reach 
a  10%  discount. 

You  can  also  try 
following  the  list  of 
funds  that  are  hav- 
ing rights  offerings. 
('5^*^     Existing  shareholders 
should  either  partici- 


Fund,  for  example,  has  just 
finished  up  a  rights  offering 
and  is  now  selling  at  about  a 
4%  discount,  says  Foot.  This 
risky  but  dynamic  fund  is  up 
46.8%  based  on  share  price 
through  Nov.  12. 

December  is  often  the  best 
time  to  buy  because  many 
people  sell  off  their  holdings 
for  tax  benefits.  Closed-end 
funds  also  participate  in  the 
so-called  January  effect,  which 
gives  a  lift  to  stocks  at  the 


THE  RIGHT  TIME 
TO  BUY 


►  when  the  funcd  is  trad- 
ing near  its  largest  discount 
or  its  smallest  premium 


►  At  the  end  of  the  year, 
when  people  sell  holdings 
for  tax  reasons 

►  When  the  underwriters 
stop  promoting  a  new  fund 
offering,  usually  six  to 
eight  weeks  after  it  is 
introduced 

►  Just  before  the  expira- 
tion of  a  rights  offering, 
which  dilutes  the  value  of 
shares 

►  After  some  bad  interna- 
tional news  knocks  down 
the  price  of  foreign  funds 

DATA:  BUSINESS  WEEK 


lieginning  of  the  year.  "You 
want  to  be  a  buyer  in  Decem- 
ber and  a  seller  in  January," 
says  Herzfeld.  "In  fact,  a  sig- 
nificant portion  of  our  profits 
are  made  l)y  doing  that." 
HORSE'S  MOUTH.  To  get  infor- 
mation on  rights  offerings  and 
IPOs,  you  will  have  to  do  some 
research.  Major  brokerage 
firms  offer  free  reports  on 
closed-end  funds,  but  they 
may  not  cover  the  one  you 
are  interested  in.  Schachter 
says  investors  should  get  the 
prospectus  and  annual  report 
directly  fi'om  the  company.  He 
provides  a  free  brochure  list- 
ing the  phone  numbers  for 
every  fund  (212  935-1100).  He 
has  also  set  up  a  free  auto- 
mated quote  service  for  equi- 
ty and  country  funds  on  the 
same  line. 

Several  newsletters  are 
available,  including  The  In- 
resto)''s  Guide  to  Closed-End 
Fioids  from  Herzfeld  ($325  a 
year,  800  854-3863)  and  Frank 
Cappiello's  Closed-End  Fund 
Digest  ($200  a  year,  800  282- 
2335).  Both  will  provide  a 
free  sample.  Morningstar  pub- 
lishes comprehensive  ratings 
in  its  biweekly  Closed-End 
Funds,  ($195  a  year,  800  876- 
5005).  Herzfeld's  Guide  to 
Closed-End  Funds,  a  450-page 
{)aperback,  provides  a  more 
thorough  introduction  to  the 
gi'oup  as  well  as  data  on  indi- 
vidual funds  (McGraw-Hill, 
$22.95). 

An  easier  point  of  entry  to 
the  closed-end  world,  says 
Stuart  Goldberg,  manager  of 
mutual-fund  research  at  Mer- 
rill Lynch,  is  to  start  with  an 
open-end  fund  that  you  like, 
then  check  to  see  whether 
there  is  a  closed-end  version 
selling  at  an  attractive  dis- 
count. In  a  reverse  example, 
John  Templeton,  chairman 
emeritus  of  Templeton  Funds, 
sold  his  shares  of  Templeton 
Emerging  Markets,  a  closed- 
end  fund,  at  a  premium  of 
about  30%  to  buy  the  virtual- 
ly identical  open-end  fund, 
Templeton  Developing  Mar- 
kets, at  net  asset  value  last 
summer.  But  Goldberg  says 
closed-end  funds  are  really  at 
their  best  when  they  supply 
access  to  a  product  or  a  mar- 
ket that  you  couldn't  find  any- 
where else.         Amey  Stone 
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Smart  Money 

A  MIDDLE  ROAD  BETWEEN 
BLUE  CHIPS  AND  STARTUPS 


When  Standai-d  &  P(x)r's 
launched  a  midcap  in- 
dex in  June,  1991,  it  shone  a 
spotHght  on  stocks  of  mid- 
size companies.  Since  then, 
investment  firms  have  scur- 
ried to  create  new  midcap 
mutual  funds  such  as  pfam- 
CO's  Midcap  Growth— or  to 
reposition  old  funds  to  focus 
on  companies  with  market 
capitalizations  of  $800  million 
to  $5  billion.  With  all  the  at- 
tention, you  might  think  the 
best  stocks  had  been  taken. 
But  midcaps  should  remain 
hot  in  the  1990s. 

One  reason  is  they  offer  a 
happy  medium  between 
growth  and  stability.  They 
combine  seasoned  managers 
and  operations  with  startup 
pizzazz.  "Once  companies  sur- 
vive the  small-cap  arena. 


MIDCAPS:  A  HAPPY  MEDIUM 

FUNDS           1993  TOTAL  RETURN 

(through  Oct,  31) 

THREE- 
YEAR 

FIDELITY  TREND 

19.8% 

28.98 

lAI  MIDCAP  GROWTH 

18.92 

NA 

PUTNAM  VISTA 

13.39 

26.53 

DREYFUS'  PEOPLES 
S&P  MIDCAP  INDEX 

11.09 

NA 

S&P  500 

9.79 

19.08 

NA-Nol  applicable 

DAIA:  MORNINGSTAR  INC 

they  usually  go  through  a 
growth  spurt,"  says  .Jennifer 
Silver,  portfolio  manager  at 
Putnam's  Vista  Fund,  which 
switched  from  value  to  mid- 
cap  stocks  two  years  ago. 

After  a  painful  recession, 
midcaps  pulled  ahead  of  their 
larger  brethren  in  the  recov- 
ery, partly  because  of  well- 
defined  niches  unaffected  by 
the  worldwide  economic  bust. 
Since  1991,  midcaps  have 
chalked  up  annual  returns  of 
25.7%,  close  to  the  small 
caps'  28.7%  but  well  above 
the  S&P  500's  16%,  says  Pru- 
dential Securities  analyst 
Claudia  Mott.  Midcaps  soared 
in  August  and  are  now  fall- 


ing a  bit.  Over  the  past  15 
years,  however,  the  sector 
outperformed  small  and  large 
caps,  according  to  Marty 
Ryan,  an  analyst  at  consul- 
tant Frank  Russell  Co.  He 
says:  "It  bats  for  average— it 
doe.sn't  hit  home  runs." 
GAINERS.  While  midcaps  are 
no  longer  cheap,  analysts  say 
they're  still  fairly  valued, 
with  a  price-earnings  ratio  of 
22.57,  vs.  24.05  for  large  caps. 
That's  partly  because  they 
outnumber  large-cap  stocks 
and  are  less  scrutinized. 
"Only  half  as  many  analysts 
follow  midcaps,  yet  they 
make  up  one-third  of  the  to- 
tal market,  vs.  only  5%  for 
large-caps,"  says  Putnam's 
Silver.  She  points  to  Perri- 
go,  a  $2.3  billion  maker  of 
over-the-counter  drugs,  per- 
sonal products, 
and  vitamins  with 
projected  annual 
growth  of  26% 
over  the  next  five 
years.  Its  products 
often  carry  store 
labels  and  sell  for 
60%  less  than 
name  brands. 

When  picking 
midcaps,  look  for 
companies  that 
are  gaining  mar- 
ket share  faster 
than  their  peers  and  that 
have  higher  return  on  sales 
and  equity,  says  Alan  Leif- 
er,  who  manages  Fidelity  In- 
vestments' midcap  Ti'end 
Fimd.  He  also  chooses  stocks 
where  management  owns  at 
least  a  10%  stake.  Examples: 
Telephone  &  Data  Systems, 
a  wireless-communications 
company,  and  Centex,  the  na- 
tion's No.  1  homebuilder. 

Or  let  a  fund  manager  do 
the  picking.  It  can  be  hard 
to  tell  which  funds  specialize 
in  midcaps,  since  many  don't 
have  "midcap"  in  the  name.  It 
pays  to  ask,  because  only 
their  managers  know  for 
sure.  Pam  Black 


GOOD  BLOODLINES:  THE  MUSTANG  GT  TAKES  A  CUE  FROM  THE| 


The  Mustang  that  rolls 
into  dealer  showi'ooms  on 
Dec.  9  will  be  the  first 
new  version  since  1979  of 
Ford's  popular  car.  It's  a  re- 
vamp that  almost  didn't  hap- 
pen: In  the  late  1980s,  Ford 
seriously  considered  slapping 
the  Mustang  badge  on  its 
sporty  new  front-wheel-drive 
Pi'obe.  Outraged  traditionalists 
prevailed,  and  now  they've  got 
a  muscular,  ail-American  car 
that  harks  back  to  the  legen- 
dary 1964  original. 

This  pony  car  is  aimed  not 
only  at  youthful  racers;  Ford 
also  hopes  to  rev  up  interest 
among  baby  boomers  who 
lusted  after  the  Mustang  in 
their  teens.  It  is  rear-wheel- 
drive  nostalgia  for  anyone 
who  recalls  Steve  McQueen 
careening  around  corners  in 
a  Mustang  fastback  in  1968's 
Bullitt.  Rejecting  smooth 
curves  as  too  Japanese,  and 
low-slung,  steeply  raked  lines 
as  too  radical  a  departure 
from  its  roots.  Ford  opted  for 
a  bold,  traditional  look. 
CHEAP  THRILLS.  This  Mustang 
l)orrows  styling  cues  fi'om  the 
1960s  classic:  the  long  hood, 
deep  side  scoops,  stubby  back 
deck  with  trij^le  taillights,  and 
of  course,  the  galloping  pony 
on  the  grille.  But  the  car  has 
a  longer  wheelbase  and  wider 
stance.  A  stiffer  chassis  will 
improve  handling  of  both  the 


coupe  and  convertible 
One  hallmark  of  th 
tang  has  always  beer 
thrills  under  the  ho 
Ford  ditched  its  und 
ered  four-cylinder  v 
The  new  base  model, 
starts  at  $13,365, 
equijiped  with  a  3.8-lit 
engine  that  kicks  o 
horsepower.  The  GT, 
from  $17,280,  still  has 
5.0-liter  V-8— it's  powei 
lacks  the  sophistical 
more  modern  mult 
overhead-cam  engines 
really  smarts:  The  GT  i 
outrun  by  the  Chevy  ( 
Z28,  which  arrived  last 
with  all  the  brute  fori 
Corvette-derived  engii 
maro's  275  horses  leav 
tang's  215  in  the  dust, 
row  the  gap,  Ford  pi 
bring  out  a  240-hp 
model  next  spring. 

The  car  has  a  fiv€ 
manual  transmission, 
electronic  four-speed  ai 
ic  option  is  available  o 
and  GT  models.  Dual  £ 
and  four-wheel  disk 
are  standard,  antilock 
an  option.  The  convert 
easy  to  unlatch.  After 
ing  down,  the  top  rest^ 
with  the  rear  deck, 
with  a  boot  that's  han( 
snap  on  than  its  predei 

The  two-tone 
wi'aps  around  a  doubL' 
pit-style  dashboard,  gi 
clear  display  of  instru; 
Not  unexpectedly,  the 
is  noisy,  thanks  to  wii 
the  V-8's  throaty  gn 
You  can  always  drown 
with  a  blast  from  the  O] 
460- watt  audio  system 
MiniDisc  player.  Mustek 
ly,  anyone?   Kathleen  t 
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FOR  A  faster  WAY 
TO  THE  FAR  EAST, 
FLY  MALAYSIA 
AIRLINES. 


ANNOUNCING  OUR  747  non-stop  SERVICES 
TO  TAIPEI  AND  TOKYO. 


With  6  weekly  flights  from  Los  Angeles, 
^ou  now  enjoy  faster  passage  to  the  capitals 
af  Japan  and  Taiwan. 

In  the  comfort  of  the  most  advanced  Boeing 
;ver,  you  will  also  experience  the  luxury  of  our 
award-winning  inflight  service.* 

Non-stop  every  Tuesday,  Thursday  and  Sunday 


to  Taipei  on  our  747-400.  And  non-stop  every 
Monday,  Thursday  and  Saturday  to  Tokyo. 

With  over  3000  weekly  services  to  69  Asian 
destinations,  we  are  also  a  familiar  name 
c  o  n  t  i  n  e  n  t  -  w  i  d  e . 

Across  5  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 

A  member  of  Continental  Airlines  OneRass 


Effective  31  October  1993.  *1992  Inflight  Research  Services  London.  For  reservations  and  informati{)n, 
call  Malaysia  Airlines  toll-free:  1-800-421-8641 
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Forlhecostofan 
average  meal  out,yDu  can 
feed  10  hungry  people. 


The  United  Way 

Thousands  need  us.  We  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 
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Turn  A 
Room  Into 
ASuitePor 

Just^25. 


Right  now  when  you  make  a 
guest  room  reservation,  well  upgrade  you  to 
a  Four  Seasons  Executive  Suite 
for  just  $25. 

Call  1-800-332-3442 

or  312-280-8800 

or  contact  your  travel  agent  for  details. 


Four  Seasons  Hotel 

CHICAGO 
120  East  Delaware  Place  at  900  North  Michigan 
Chicago,  Illinois 60611-1428'312-280-8800'FAX:  312-280-9184 


-J^  -^L-  ^-=, 
J\    J\    J\    J\  T\ 

CiiicACo  s Only Fivh-Star, Fivi;  Diamond Hothl 


offer  based  on  availahiht\ 


Ralci  suhfccl  to  change 
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Oun  Courses 
M  Limited  To 
12  Stioents, 

BOT  OUI! 

Ceassiiiiohs  Are 
Quite  Urce. 


People  who've  taken  our  courses  say  they  learned  more  about  themselves  in  that 
one  week  than  they  had  in  years.  Which  isn't  too  surprising,  when  you  consider  that  we 
have  incredibly  qualified  instructors.  Limited  groups.  A  challenging  curriculum. 
And  whether  you  backpack,  sail,  canoe  or  even  dogsled,  our  classroom  settings  just 
can't  be  beat.  So  call  1-800-243-8520  and  we'll  send  you  a  free  color  catalog  today. 

A  nonprofit,  nondiscriminatory  organization  celebrating  over  50  years  of  excellence  in  education  worldwide. 


Outward  Bound 

THE  ADVENTURE  LASTS  A  LIFETIME, 


hen  two  donut 
makers  f  Qed  woAers' 
comp  claims  after 
a  dnmken  brawl,  we 
fomid  a  lot  of  holes 


in  their  story. 

V  0  State  Fund  investisated,  and  turned  over  enough  ^ 
kJ  evidence  to  the  local  district  attorney  to  convict  the  * 
Patterson*  brothers  of  fraud.  -  A  ■ ' 

And  that's  exactly  what  State  Fund  fraud  investigators  ^HppTO«€'»^ 
are  trained  to  do.  We  have  the  largest  fraudnet  of  any  insurer 
in  the  state— a  total  of  more  than  100  men  and  women  in  our 
special  fraud  unit  and  21  district  offrces. 

How  are  we  doing?  Ask  the  Patterson  brothers.  (They've  had 
about  90  days  to  sober  up.)  Or  better  yet,  give  us  a  call.  'We'll  fill  you  STATE 
in  on  our  many  successes.  And  then  we'll  tell  you  how  you  can  join  f°TJRTi^'cs 
us  in  the  fi^ht.  FUND 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 

7be  flames  have  been  dxwiied  to  protect  the  j>iiilty 
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A  young  adult  like  Bradley  Cupit,  who  is  deaf-blind,  brings  more  than  just 
good  work  to  the  business  that  hires  him.  His  presence  promotes  better  understanding, 
cooperation,  and  good  will  among  all  employees.  Corporations  such  as  Avis  have  discovered 
this  while  working  with  the  Helen  Keller  National  Center  for  Deaf-Blind  Youths  and  Adults. 
Find  out  how  even  a  small  company  can  help  contribute  to  a  world  of  better  understanding. 
Call  our  placement  specialists  at  1-800-255-0411. 

Now  we  can  all  Share  Helen  Keller's  Vision 


Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

Headquarters:  1 1 1  Middle  Neck  Road,  Sands  Point  NY  1 1050  Regional  Offices:  TTY/Voice  Atlanta  404-766-9625; 
Chicago  312-726-2090;  Denver  303-373-1204;  New  York  (Sands  Point)  516-944-8900;  Los  Angeles  818-782-9935; 
Boston  617-350-8702;  Dallas  214-490-9677;  Kansas  City,  KS  913-677-4562;  Philadelphia  215-237-1575;  Seattle  206-324-9120 
"Operated  by  Helen  Keller  Services  for  the  Blind  Agency:  G'FFH,  114  Fifth  Avenue,  New  York  NY  1001 1 
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rsonal  Business 


nay  be  December,  but 
baseball  season  in 
okstores,  where  the 
-once  strictly  a  spring 
-is  hot.  That's  no  fluke: 
;hers  this  year  have 
j)lenty  of  down-to-earth 
gs  alongside  their  many 
fill  ai-t  and  photography 
)oks. 

ong  the  best  tickets  to 
llpark  is  BciaebaH's  Gold- 
■e.  (Abrams,  $29.95).  It 
ents  the  sport's  heyday 
tures  of  the  greats- 
Ruth,  Honus  Wagner— 
e  near-gi'eats,  each  cap- 
with  a  baseball  yarn. 
Hall  of  Famers  make 
ranees  in  Baseball  Days 
ch,  $24.95),  too,  but  this 
aining  book  celebrates 
ame  of  baseball  more 
ly:  Its  candid  photos 
e  the  sandlots,  the  fans, 
women's  and  minor 
's,  as  well  as  the  ma- 
all  set  amid  baseball 
Baaeball  Archaeology 
licle,  $29.95)  excavates 


Books 


. . .  AND  A  PiaURE  BOOK 
IN  A  PEAR  TREE 


EXCAVATED  ARTIFACTS:  BATS,  MITTS, 
AND  MORE  FROM  THE  HALL  OF  FAME 


NBER  BLUE:  LUSH  TEXTURES  AND 
iRS  FROM  THE  SOUTH  OF  FRANCE 


ame's  artifacts.  Bats, 
spikes,  cards,  tickets, 
ther  relics  are  drawn 
the  Hall  of  Fame  and 
e  collections, 
ying  fields  of  another 
re  on  view  in  Golf  Re- 
of  the  World  (Abrams, 
m  informative  guide  to 
:he  world's  finest  cours- 
cluding  Turn  berry  in 
nd,  the  Greenbrier  in 
Virginia,  and  Pebble 
in  California.  The  book 
bes  the  rooms,  restau- 
and  other  facilities,  and 
playing  tips.  Peaks  of 
(Thomasson-Grant, 
)  exposes  the  strenuous 
of  mountaineering,  re- 


counting expeditions  to  the 
world's  tallest  peaks.  Images 
of  earth  meeting  sky  at 
Mount  Everest,  K2,  and  the 
Matterhorn  may  spark  a  few 
journeys,  at  least  of 
the  armchair  variety. 

The  South  of  Fr-ance 
has  always  beguiled 
travelers,  and  Provence 
Abbeville,  $45)  shows 
why  the  region  has 
drawn  them— and  in- 
spired so  many  artists 
and  wiiters.  The  land's 
gorgeous  texture,  col- 
or, and  form  shine 
I  hrough  in  150  pic- 
tiu-es,  accompanied  by 
stories  and  quotes. 
Documenting  Ameri- 
ca's glory  is  harder, 
but  Look  at  the  Land 
(Rizzoli,  $50)  offers  a  fresh 
view— from  above.  This  re- 
vealing book  delivers  stunning 
aerial  views  of  natural  and 
created  environments.  Match- 
ing both  books  in  grandeur  is 


BUSINESS 


ANSEL  ADAMS 

IN       I      O     l/   O  l< 

HOW  THE  WEST  WAS  VIEWED:  FORTY 
YEARS  OF  F<LM  IN  PRINT— AT  LAST 

Ansel  Adams  in  Color 
(Little  Brown,  $50).  Al- 
though the  famed  pho- 
tographer used  color 
film  for  40  years,  poor 
rej^roduction  techniques 
stopped  him  from  pub- 
lishing his  color  photos. 
No  more.  Adams'  tradi- 
tional subjects— land- 
scapes, especially  the 
national  parks— are  here 
in  deep  hues,  delighting 
anyone  interested  in 
photography. 

For  the  musically  in- 
clined, there's  Nothing 
But  the  Blues  (Abbeville,  $45). 
It  presents  a  pictorial  histo- 
ry of  this  American  musical 
form— its  Southern  roots,  tra- 
ditions, regional  and  stylistic 
dimensions,  and  many  practi- 
tioners, such  as  Bessie  Smith 
and  Leadbelly.  Movie  fans  will 
covet  Film:  An  International 
History  of  the  Medium  (Ab- 
rams, $49.50),  a  truly  compre- 
hensive survey.  It's  easy  to 
dip  into— and  chockablock 
with  memorable  stills. 
GILDED  AGE.  For  art  lovers, 
American  Art  in  the  20th  Cen- 
tury (Prestel,  $65)  gives  a 
fresh  assessment  of  such 
American-born  movements  as 
Abstract  Expressionism  and 
Minimalism,  and  it  charts  the 
rise  of  some  60  prominent  art- 
ists. History  buffs  will  like 
Families  of  Fortune  (Rizzoli, 
$50).  It  depicts  the  gilded  age, 
telling  how  the  Rothschilds 
and  the  Rockefellers,  the  As- 
ters and  the  Vanderbilts  made 
their  vast  fortunes  and  spent 
them— through  touring, 
l)uilding  castles,  collect- 
ing art,  yachting,  party- 
ing—and otherwise  con- 
suming conspicuously. 

The  long  days  of  win- 
ter could  be  brightened 
by  a  look  at  Family 
Houses  By  the  Sea  (Clark- 
son  Potter,  $45).  Anyone 
who  has  ever  dreamed  of 
a  summer  place  will  fan- 
cy its  exploration  of  21 
coastal  houses  in  the 


U.  S.,  France,  England,  and 
Scandinavia.  All  fashioned  by 
the  occupants,  not  decorators, 
they  range  from  a  barn  in 
Devon  to  a  villa  on  Cap  Fer- 
rat  to  a  manor  house  on  the 
Baltic.  Brief  narratives  pro- 
vide a  window  on  the  lives  of 
the  owners. 

Finally,  there's  Cheeses  of 
the  World  (Rizzoli,  $45),  which 
describes  200  kinds  of  cheese 
made  in  37  countries.  After 
learning  about  origin,  appear- 
ance, taste,  production  meth- 
ods, and  fat  content,  readers 
find  it  easy  to  try  out,  say, 
Reblochon,  Siraz,  or  Cabrales. 


CHEESES 


SCRUMPTIOUS:  THE  PLEASURES  OF 
200  VARIETIES  FROM  37  LANDS 


Anyone  who  loves  cheese  will 
open  this  book  again  and 
again.  The  same,  of  course, 
may  be  said  for  many  of  the 
other  books  on  this  shopping 
list.  Judy  Dobrzynski 


Worth  Noting 


■  ROOM  BONUS.  Radisson  Ho- 
tels International  is  giving 
triple  frequent-flyer  mileage 
for  stays  from  Dec.  1,  1993, 
through  Mar.  31,  1994.  Just 
pay  a  full  or  corporate  room 
rate  and  collect  1,500  to  3,000 
bonus  miles  for  Northwest, 
USAir,  Delta,  or  four  other  car- 
riers. Restrictions  may  apply. 

■  INVESTOR  TOOL.  Analyst 
Watch  from  Zacks  Investment 
Research  provides  investors 
with  updated  earnings  esti- 
mates and  recommendations 
made  by  2,50(J  Wall  Street  an- 
alysts for  4,000  stocks.  A 
three-month  trial  subscription 
costs  $55.  Call  800  399-6659. 
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FOR  AD  RATES  AND  INFOR^AATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


-  -  BUSINESS  ^WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PL'E 
1 00  EAST  OHIO  STREET  SUITE32 
CHICAGO,  ILLINOIS  6061  1 


Business  Training  Videos 


Want  more  from  your  staff? 

«>joHNCLEESE 

John  Cleese  and  Video  Arts  offer 
more  than  100  humorous  business 
videos  that  produce  serious  results. 

Management . .  .sales. .  .marketing. . . 
customer  care. .  .meeting  breaks. . . 
quality. .  .more!  Call  now. 

1-800-553-0091  ej^f.  57^ 

m  amm  wmm  ^mt  w  ^mm  mm 

  Gourmet/Specialty  Foods 


Hot  Air 


POPCORN  MAGIC 


Discover  BERKOFF  S  Mulli  I  se 


Microwave 


"PRE-SEASONED  POPCORN  KERNELS' 


They're  Sensational...  Three  Ways! 

Savory  Snack  -  Croutons  or  Crunchy  Cereal .  \  ^o^^ 

12oz.  TRIAL  PAK   ^Jl^"^  - 

Includes  IVew 'Micro-Bag'     ^^vdel  ''^\\ 


ORDER  TOLL-FREE  (24  hrs.)  1-800-397-1685 


Contact  Lenses 


IIIMM 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed.  . 

■AUSCH&LOMB    01  ^^^Sn 

FREE  BROCHURE 

■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Presentation  Equipment 


P.6.Sr2712 
San  Ramor,  CA  94583 


n  Vou  Bi/y  Btw  Quality 
Range  up  to  i  TO  yds. 
WE  include  ? 'lA 
Battenes 

TOLL  raff 
8im-29V55i3 


Financial  Services 


•  CASH 

^S^'m  '       WITHIN  24  HOURS 
•  BANK  TO  BANK  TRANSFERS 
•WE  ASSUME  THE  CREDIT  RISK 
CALL  JEFF  FARKAS  Toll  Free 

800-241-CASH 

ADVANTAGE  FUNDING  CORP 

Giving  Your  Business  Ihe  ADVANTAGE  lo  Succeed 


Audio  Books 


BOOKS 
ON  TAPE 


•Bestsellers  I 

on  Cassette 

\  •  Full-length  ^ 
\    Readings  « 

W  •  Call  for  Free  o 
Jj  Brochure  | 
■ 

(800)626-3333 

Sports  Equipment 


Cheat 
At  Tennis 


|tennis  II  I  OK  I  Your  Own 


«p  Tennis  Ball 
Machine 


1-800-448-8867 

for  FREE  brochure 


Jewelry/Catalogs 


EXECUTIVE'S 
JEWELER 


*  2500  item  catalog  $10.00 

*  Kings-buy  your  Queen 
jewelry  by  phone  at  close 
to  wholesale  prices. 

*  Visa/MC  accepted 

*  Stock  items  shipped  in 
48  hrs.  via  Brinks,  Fed  Ex. 

*  Since  1978 


1-800/833-GEMS 


International  Business 


RUBLES 

•  Currency  conversion 

•  Invoices  paid  on  account  in  C.I  S. 

■  Trust  accounts  in  US$  and  Rubles  at 
35%  year  and  up  compound  interest 

•  All  transactions  through  U.S.  company 

Global  Dev.  Inc.  -  Moscow 
For  further  Info,  contact  our  U.S. 
office  ph/fax:  517/321-0630 


Computer  Sottware 


IS  YOUR  PC  SAFE? 
PCYPHER  security  software  will 
safeguard  your  data.  Cold  War 
spin-off  encodes/decodes  any 
DOS  file.  XT/AT,  Network,  help 
manual  and  developers  kit  $99.95. 
SOFTWAR,  6307  Brambleton 
Road,  Richmond,  VA  23234. 
804/275-7472. 


Investment  Opportunities 


Earn  up  to  24%  Interest 


Learn  by  phime  how  to  buy  liens 
thru  government  agencies. 
Tax  Lien  Hotline® 

1-800/868-5436 

Free  Introduction. 

$2.00/Minute.  Must  have  touch  tone 
phone  and  Valid  Visa  or  MC 


Presentation  Equipment 


LASER  POiniE 

Uwfatt    Engraving  Available!  ^t^m 

3  Year  Warranty  <XqC  ..-^"^^  1 
Mode  in  the  USA   ('\\3^  MB  |" 

B00-55-DIUC0F:f;;,« 

Education/lnstruc 


COLLEGE  DEgSt 

BACHELORS  •  MASTERS  •  D( 

For  Work,  Lite  ani : 
Experience  •  No  s 
Attendance  Rn" 

Call  (800)  42 

or  send  delailei: 
lor  free  Eval: 

Pacific  Western  Uni\ 

600  N  Sepulveda  Blvd  ,  Dep 
Los  Angeles,  CA  90049  U 


EXTERNAL  DEG  " 

BA/BS  I^S/MBA  Pt 
I  Credit  tor  worl<./lile  exp  • 
(800)444-8569  (24  I 

LaSalle  Univefi 

I  Dept.  569  Mandeville,  LA  7C,'Q- 


RESEARCH  REPdl 

19,850  academic  topics  a. 
Send  $2  00  for  the  290-page 
Custom-written  reportsalsoa 
RESEARCH  ASSISTAN 
11322  Idaho  Ave,  #20e, 
Los  Angeles,  CA  9002 
Toll  Free  Hotline:  800-35)2 
(California:  310-477-8^j) 


University  Degie 

Home  study  Associate,  Bht 
M£ksters,  and  Doctoral  de{t« 
Paralegal.  Law  ,  PsycholO', 
Business    Administration,  H 
Care  /Administration,  Intea: 
Business,    Human  Re>u 
Technology  Management. 
Call  (800)  477-225' 
Southern  California  Univni 
202  Fashion-BW,  Tustin  C« 


ACCENT  REPUCK 

Low-Cost  Tapes  with  Mar  Ij 
Reduce  Regional  Dialectr 
Accents  of  Other  Languas 
Effective  Method-NOT  )ust  Pronumjs 
To  Order  or  Request  BrochujjE 
(800)  753-1016  'Fax  (802)  6» 


Real  Estate 


Foreclosed  Gov't  Hcie 
and  Properties  Nc 

Available. 
Low  Down  Paymei 
No  Closing  Costs 
To  Buy  or  Invest  Call  TolFr 
1-800/436-6867  Ext.  Ill 


Government  Surpig 


Cars,    Trucks,  Ea 
Motorhomes  and  lo 
All    Gov't  Seizeda 
Surplus  Items  Sol 
Unvelievable  Prices! 
To  Buy  or  Inves 
CaU  ToU  Free! 
1-800/436-6867  Ext.  A  5 


;  AD  RATES  AND  INFORMATION 

PHONE  (312)  337  3090 
0<:  (312)  337-5633  OR  WRITE: 


usiness  Services 


I  test  for  every  position.  1 5  year 
i  at  1,000  leading  companies 
I  ocessing,  Clerical,  Management, 

Msg  custom  designed. 
I  tree  evaluation  samples 

snces 

'  )EN  PERSONNEL  TESTING 
J  'hone:  1-800-361-4908 


,  ESTRUCTURE 
,  YOUR  DEBT! 

]  LIT  company  owe  more  than 
10?  Behind  in  payments? 
I  will  renegotiate  your  debt 
'  ion  realize  the  full  potential 
,  company.  For  information 
1  545-4300  (weekends/evenings 
36-8591)  Fax  407/845-7124. 


iness  Opportunites 


PAYPHONES 
&  VENDING 


You  Own  Them  And 
Keep  All  The  Cash ! 

♦  Makes  your  business 

♦  $1000-$5000  per  Year 

,,♦,500%  annual  rate  of 

♦  return  beats  the  banks 


l;l/K:)t  (ailLDKKN  S  ItOOkS 


•fhMnl  Into  that  profital>l«  bviliwis  yov  hove 

i  Oboitl  .\n  rvrrllr,,!  tl,>lil.  uprrat.'.l 
k>  >eU  fast  in  Horn!  .\<  fairs!  MaUa!  Or 
.  anywhere  there  are  peop!e.  Il'e  easy  lo 
Betting  our  exciting  line  of  personalized 
ther  exciting  products  available. 

Call  today!  214-248-9100 

D  &  K  Enterprises,  Inc. 

3216  Commander,  !$uile  101,  OepI  21 

CarroUton,  Texas  75006 


national  Marketing 

'     SinoCentric  ~! 

tkl>  newsletter  to  let  you  keep  up  | 
•  si-growing  China  market  *Cur- . 
I  rs  Include  multinational  and  ex- 1 
1'  ed  companies.  *A  one-year  sub- . 
(  !6  Issues):  S292  (via  mail);  S3S7 1 
^  'Write  or  fax  for  a  sample  Issue. 
■I  '43S-S037.  Codart  International 
Box  574,  Sloneham,  MA  02180  , 


Cable  TV 


ricesi  •  Compare  Our  Low  Retail 
lers  From  Stock  Shipped  Immediately' 
iranteed  Warranties  &  Prices! 
•  All  Maior  Credit  Cards 
CACIFIC  CABLE  CO.,  INC. 
■eda.Dept  873  Reseda,  CA  91335 
i,  orders  &  info  1-800-345-8927 


DOABLE  TV  ^ 
I  CRAMBLERS 

}'  iRTERS  ★  ACCESSORIES 

*  bwest  Prices  ★ 

f'NCA        CALL  FOR  FREE  CATALOG 

)  TIME 

«   c«.  Inc. 


(800)777-7731 


»  ; BOX  WHOLESALERS 

.  i -800-841 -7835 


3 


I  Prices  •  Best  Service 
^ajor  Brands  Carried 
FOR  FREE  CATALOG! 


e  Box  Wholesalers,  Inc. 
West  Roger  Road  #106 
icson,  Arizona  85705 
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Marketplace 


BUSINESS  WEEK  AMRKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Health/Fitness 


GET  FAST  RELIEF  FOR 
TIRED  SORE  FEET!! 


>■  100%  guaranteed  relief 
►  Podiatrist  recommended 
►Simple  to  use  ►  No  batteries 
►  Improves  circulation 
►  Ideal  for  travelers       Great  gift 


Only  $19.95  each 

 (Add  S3  00  S&.H)  


CALL  800-360-3668 


VISA/MASTERCARD 

OR 

Send  your  check  or  money 

order  to: 
MM  FOOTLOOSE 

1  1  72  5.  Main  Street 
Salinas,  CA  93901 

1 00%  MONEY  BACK  GUARANTEE 

Investment  Services 


investors  and  Entrepreneurs 


TCN  introduces  investors  and 
entrepreneurs  based  on  mutual 
business  interests  in  a  confidential, 
timely  and  selective  manner 

512/794-  9398  ext.  245 

TCN  IS  the  largest  non-profit  economic  develop- 
ment Venture  CapitaJ  Network  m  the  U  S 


Computer  Software 


*  300  diseases  *  700  medications 

*  family  &  doctor  info 

*  medical  history 

*  lead  poisoning 

*  immunizations 

*  identification 

*  medical  reports 

*  search  diagnosis  *  growth  &  dev 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 
with  children 


$49.95 


Babydoc 


P.O.  Box  26180 
Fresno,  CA  93729-6180 
(800)-NICE'KID  *  (800)-642-3543 


Security 


ARE  YOU  A 
TARGEH 

•TERRORISM  •KIDNAPPING 
•  INDUSTRIAL  ESPIONAGE 
•THEFT 

SPECIALISTS  IN  ELEQRONIC  EAVESDROPPING 

SWEEP  SERVICES  AND  EQUIPMENT 
CALL  FOR  CONFIDENTIAL  CONSULTATION  WITH 
INTERNATIONAL  EXPERTS 


Oarr 


RESEARCH  GROUP 


537  THIRD  AVE. 
NYC,  NY  10016 
889-1808 


Direct  Marketing 


We  created  254,000  new  customers 
for  just  one  of  our  clients  last  year! 


Id 


What  can  we  do  for  you? 
TCI  Marketing,  Inc. 
1-800-999-4TCI 


♦  an  integrated  direct  marl<eting  response  agency  ♦ 


Corporate  Gifts 


GOLD  PLATED  TROPHY  AND  RING  INSIDE 


TAKE  ME  OUT  TO 
THE  BOARD  GAME 

Players:  2  to  4,  Ages:  5  to  Adult 
Equipment:  28  Mini  MLB  Team 
Helmets,  Game  Board.  Replica 
Championship  Trophy  &  Ring,  40 
World  Series  Ticket  Chance  Cards. 

Limited:  25,000  EdiUons 
VISA  •  MASTERCARD  •  AMER  EXP. 


IDEATEAM,  INC.  © 


r-1 


1993 


CALL:  1  *  800  ★  MLB  *  GAME 

$39.95  plus  $5.00  S&H  •  Guaranteed  Christmas  Delivery  If  by :  12/5/93 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMmGTON 
BRONZE  COLLECTION 

BRONCO  g..- 
BUSTER 
^^^j      "Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
and  ass0cl\tes 


1490  S.  Highway  17-92 
Casselberry,  FL  32707 


407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg,  &  hdlg  additional 


Holiday  Gifts 


Send  our  famous 

Popcom'St/^Tins 

Homemade  caramel, 
ctieddar  &  plain. 
2  gal.  tin.  $18.95 

Phone  orders  1-800-77B-2676 

FREE  Catalog.  ^„ 
The  Popcorn  Store 

1275  Lex  Ave  .  NY  10028 


Corporate  Gifts 


Build  Your  Image' 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 


EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


IMPRINTED 
SOLAR 
CALCULATORS  1  aVL 
AS  LOW  AS  1 

$2.69 


Free  48-page  catalog  with  hundreds  at 
promotional  husiness-building  products. 


792-2277 


DEPARTMENT  706 

FAX  1-510-786-1111 


The  Corpoi-ate  Choij^jK 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


From  vacant  property,  long  misused  and  contaminated  with 
PCBs,  to  prime  residential,  recreational,  and  commercial 
real  estate  -  this  is  the  revolutionary  redevelopment  at 
Washington's  Landing,  on  a  35-acre  island  in  Pittsburgh's 
Allegheny  River. 

Working  with  the  Pittsburgh  Urban  Redevelopment  Auth., 
ICF  Kaiser  environmental  engineering  and  construction 
management  led  the  way  in  every  phase  of  redevelopment  - 
from  initial  feaMbility  studies,  remedial  investigations,  and 
risk  assessments  to  excavation,  construction,  and  overall 
project  management  and  regulatory  agency  coordination. 

The  centerpiece  of  this  project  was  the  design  and  con- 
struction of  an  encapsulation  cell  with  the  capacity  to  house 
15,000  cubic  yards  of  contaminated  soil.  Tennis  courts  have 
been  built  over  the  encapsulation  site  to  enhance  its  use  and 


to  blend  into  the  overall  island  development  scheme. 

How  well  did  ICF  Kaiser  get  the  job  done?  The 
Pennsylvania  Department  of  Enviionmental  Resources  is 
now  headquartered  at  Washington's  Landing. 

Making  assets  out  of  environmental  liabilities  like 
Washington's  Landing  is  a  complex  job  that  ICF  Kaiser  tak 
on  with  excellence  -  through  integrated  engineering,  con 
struction,  and  consulting  services  -  around  the  world. 

For  more  information  about  our  work  in  the  environm*" 
infrastructure,  industry,  and  energy  markets,  call  ICF  Kai^ 
International,  Inc.,  at  800/423-4860  or  write  9300  Lee 
Highway,  Fairfax,  Virginia  22031-1207. 

#ICF  KAISER 

Worldwide  excellence  in  meeting  client  needs 


OUCTION 

from  last  week:  0  2% 
from  lost  year;  6.5% 


1967=100  (tour-week  moving  average) 


Nov  1 3 
194  7 


Nov,  6 
1943r 


Nov, 
1992 


July 
1993 


1993  1993  1993 

eduction  index  increased  slightly  during  the  week  of  Nov.  13.  Seasonally 
I  production  levels  of  steel,  paperboord,  and  lumber  rose,  while  auto,  coal, 
ctric  power  output  plus  rail-freight  traffic  were  unchanged  from  the  previous 
ruck,  crude-oil  refining,  and  cool  production  fell  Before  calculation  of  the 
ek  moving  average,  the  index  stood  at  1 95  6,  barely  changed  from  the 
losted  the  week  before. 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


LEADING 

change  from  last  week;  0% 
Change  from  last  year;  6.9% 


Nov  1 3 
228  9 


210 


Nov.  6 
228.8r 


Mar 
1993 


July 
1993 


Nov 
1993 


The  leading  index  edged  up  during  the  week  ended  Nov.  13,  recovering  the 
ground  lost  in  the  previous  week.  The  growth  rates  of  M2,  real  estate  loons,  and 
materials  prices  all  improved,  however,  stock  prices  and  bond  yields  continued  to 
deteriorate  Data  for  the  number  of  business  failures  were  unavailable  for  the  most 
recent  week.  Before  calculation  of  the  four-week  moving  overage,  the  index  rose  to 
230  7,  from  228  4 

Leading  index  copyright  1  993  by  Center  (or  Internotionol  Business  Cycle  Research 


UCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

1/20)  thous.  of  net  tons 

1,789 

1,893# 

3.1 

11/20)  units 

130,208 

140,808r# 

25.2 

|li. '20)  units 

1 1 1,191 

1 12,681r# 

18.4 

'  POWER  (11/20)  millions  of  kilowatt-hours 

55,290 

56,072# 

-1.4 

)IL  REFINING  ( 1 1 /20)  thous.  of  bbl./day 

NA 

13,658# 

NA 

1/13)  thous.  of  net  tons 

19,294# 

19,003 

-3.6 

3ARD  (11/1 3)  thous.  of  tons 

840.7# 

831. Or 

5  9 

1 1/13)  thous.  of  tons 

822.0# 

849.0r 

1.9 

(11/13)millionsofh. 

499.5# 

476  4 

1.9 

EIGHT  (1 1/13)  billionsoflon-miles 

23. 1# 

22  8 

2  7 

:  American  Iron  &  Steel  Institute,  Word's  Autorr 
Petroleum  Institute,  Energy  Dept.,  American  Pap 
on  Railroads 

ottve  Reports,  Edison  Electric  Institute, 
er  Institute,  WWPA',  SFPA',  Association 

EIGNIXCHANGE 

Latest 
week 

Week 
ago 

Year 
ogo 

IE  YEN  (11/23) 

108 

107 

124 

i  MARK  (11/23) 

1  70 

1.71 

1.60 

POUND  (11/23) 

1.49 

1.48 

1.51 

FRANC  (11/23) 

5.91 

5.91 

5.44 

M  DOLLAR  (11/23) 

1.33 

1.32 

1.29 

RANC  (1 1/23) 

1.49 

1.50 

1.45 

N  PESO  (11/23)' 

3  100 

3.215 

3  110 

:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
pressed  in  dollars 

ES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

l/23)$/troy  oz. 

377.600 

375.000 

13.0 

;RAP  (11/22)#1  heavy,  $/ton 

137.50 

137.50 

54.5 

UFFS  (11/22)  index,  1967=100 

222  3 

220.8 

9.8 

(11/20)C/lb. 

79.2 

80.0 

-21.2 

UM  (11/20)<:/lb. 

50.5 

49.5 

-5.3 

:n/20)#2  hard,  $/bu. 

3.95 

3.66 

4.8 

1 1 1  /20)  strict  low  middling  1  -1  / 1 6  in.,  </lb. 

56  05 

56.48 

10.4 

^  ■  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
*  insos  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (1 1/19)  S&P  500 

464.30 

462.46 

9.9 

CORPORATE  BOND  YIELD,  Aoo  (11/19) 

6.94% 

6.92% 

-14.0 

INDUSTRIAL  MATERIALS  PRICES  (ii/i9) 

94  1 

94  0 

-2  5 

BUSINESS  FAILURES 

11/12) 

NA 

341 

NA 

REAL  ESTATE  LOANS  (i  i/io)  billions 

$407.7 

$405.  Ir 

0.2 

MONEY  SUPPLY,  M2 

(1 1/8)  billions 

$3,505.4 

$3,494.6r 

0  9 

INITIAL  CLAIMS,  UNEMPLOYMENT  ( 11/6)  thous 

358 

340 

-7.3 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  reol  estate  loons 

■I'tMliJIIVI^. 

.  'l.li'.l[4i;i.|[yAM:;^^^^H 

Latest 
month 

Month 

ago 

%  Change 
year  ago 

HOUSING  STARTS  (Oct )  annual  rate,  thous 

1,396 

l,359r 

13.9 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Oct )  millions 

-$45,343 

$8,300r 

-7  1 

IMPORTS  (Sept  1  millions 

$49,751 

$48,097r 

8.2 

EXPORTS  (Sept )  millions 

$38,866 

$38,050r 

3.2 

Sources:  Commerce  De 

)t..  Treasury  Dept. 

i:M:i,/:!:;i 

CATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (11/8) 

$1,118.4 

$l,118.4r 

9.8 

BANKS'  BUSINESS  LOANS  (11/10) 

272.0 

273  5 

-2  8 

FREE  RESERVES  (II/10) 

923r 

873r 

394 

NONFINANCIAL  COMMERCIAL  PAPER  (11/10) 

158.8 

161.0 

6.6 

Sources:  Federal  Reserve  Board  (m  billions,  except  for 
two-week  period  in  millions) 

free  reserves. 

which  are  expressed  for  a 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (11/22) 

3.05% 

3.02% 

3.10% 

PRIME  (1 1/23) 

6.00 

6.00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (II/22) 

3.42 

3.40 

3.79 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/23) 

3.36 

3.32 

3.67 

EURODOLLAR  3-MONTH  (11/19) 

3.34 

3.38 

3.79 

Sources:  Federal  Reserve  Board,  First  Boston 


'  la  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  ond  not  listed)  include  machinery  ond  defense  equipment 
*  rn  Wood  Products  Assn.    2=Southern  Forest  Products  Assn     3  =  Free  marketvolue    NA=Not  ovoiloble    r=revised    NM  =  Not  meaningful 
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The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2%  of  the  earth's  sur- 
face, '^et,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  da\. 

Y  >u  can  help  stop  ' 
this  senseless  destruction.  Right  now 
you  can  join  llie  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

VC'^hen  you  join,  nou  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  You'd  better  call  now. 


The  National 
.Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  ore  indexed  under  their  own  names. 
Companies  listed  only  In  tables  ore  not  Included. 


Abbey  Healthcare 

Group  124 
ACM  Municipal  Securities 

Income  Fund  144 
Advanced  Tissue  Sciences  76 
AfFiliated  Publications  48 
AgriDyne  Technologies  85 
Airbus  Industrie  42,  166 
Alfa  58 

American  Airlines  44,120, 
186 

American  Biltrite  166 
American  Savings  Bonk  162 
American  Standard  146 
Amtico  166 
Apothecon  8 
Apple  Computer  55,167, 
170 

Applied  Immune  Sciences  76 
Astra  64 

AST  Research  167 
AT&T  52,55,  170 
Avon  Products  124 

B 


Baxter  International  76 
Bell  Atlantic  50,  174 
BellSouth  170 
BET  50 
Biocyte  76 

BioSurfoce  Technology  76 
Boeing  12,42,  136,  166 
Bonwit  Teller  55 
Boston  Chicken  144 
Brenner  Securities  6 
Bristol-Myers  Squibb  144 
Builders  Emporium  55 


Canon  55 

Carolco  Pictures  128 
Carrefour  12 
Casio  170 
Castle  Rock 

Entertainment  128 
Cell  Genesys  76 
CellPro  76 
Centex  178 
Chevron  42 
CILESA  12 
Cirrus  Logic  170 
Citicorp  52 
Coca-Cola  6,  174 
Columbia  Pictures  128 
Commodore 

International  167 
Compaq  Computer  167 
Comprehensive  Capital  158 
Computervision  8 
Congoleum  166 
Connector  Set  Toy  54 
Conoco  52 

Continental  Airlines  120 
Creative  Strategies 

Research  167 
C-W.O  8 
CYTESA  58 
Cytotheropeutics  76 


Doyiin  55 
Deere  166 

Delta  Air  lines  44,  120,  186 
DESC  58 
Dow  Jones  48 
Dreyfus  Short-Term  Income 
Fund  140 


Eastman  Kodak  174 
Equipment  Leasing  Corp.  of 

America  150 
Ericsson  (L.M.)  170 
Ernst  &  Young  28 


Fidelity  Investments  178 
Fidelity  Spartan  California 

Municipal  Money  Market 

Portfolio  142 
Fidelity  Trend  Funds  178 
First  Signature  Bank  & 

Trust  142 
Ford  166 
Fox  174 

Frank  Russell  178 
Furman  Selz  120 


GE  136 

GE  Capital  8,  124 
Genentech  76 
General  Foods  8 
Georgia-Pacific  166 
GM  55 

Goldman  Sachs  48 
Government  Securities 

Corp.  158 
Great  Western  Financiol  162 

H 


Harg  Lung  Group  64 
Hart  Securities  158 
Hasbro  54 
HBO  128 

Hewlett-Packard  167 
H.F.  Ahmanson  162 
Holiday  Inn  Worldwide  12 
Homedco  Group  124 
Home  Shopping  Network  50 
Hopewell  Holdings  64 
HRB  Insurance  Associates  12 
Hutchison  Whampoa  64 

I 


IBM  55,  144,  170 

IDS  Bond  Fund  140, 150 
Image  Smith  167 
Inland  Steel  55 
Intel  12 
Invesco  146 


J.W.  Charles  Securities  166 


Kaiser  Permanente  124 
Kamori  Karko  72 
Kemper  Securities  154 
Keystone  Resorts 

Management  72 
Kidder  Peabody  54 
Kmart  54,58 
Knight  Ridder  48 
Knowledge  Adventure  167 


LEGO  54 


Liberty  Media  50 
LifeCell  76 
Lifetime  124 

Limited  Supply  Securities  176 

Lindner  Dividend  Fund  144 

Link  Resources  167 

Lipp  64 

Little  Kids  85 

L.L:  Bean  55 

LordAbbett  166 

Lotus  Development  167 

LucasArts  167 

M 


Macy(R.H.)  50 
Managers  Intermediate 

Mortgage  Fund  144 
Matsushita  170 
Mattel  54 

McGraw-Hill  40,  176 
M  D.  Sass  Investors 

Services  143 
Mead  Data  Central  48 
Meccano  54 
Media  Vision  167 
Meijer  54 

Merrill  Lynch  52,  124,  146, 
150,  166,  176 

MFS  Charter  Income 

Trust  144 
MFS  Governments  Market 

Income  Trust  144 
Microsoft  167 
Mitsui  128 

MMS  International  40 
Moringside  Group  64 
Morningstar  146,  176 
Motorola  170 
MTV  174 
Municipal  Income 
Opportunity  Trust  II  144 

N 


Neiman  Marcus  8 

New  York  Times  48 

Newgate  Management  176 

News  Corp.  64 

NeXT  55 

Nmtendo  167 

Nynex  48 

o 


OddzOn  Products  85 
Olsten  124 
Oppenheimer  6 
Organogenesis  76 

P 


Pacific  Century  Group  64 
Pacific  Telesis  Group  42 
Packard  Bell  167 
Paramount 

Communications  50 
Perrigo  178 

Prudential  Securities  178 
Putnam  Vista  Fund  178 


QVC  Network  8,  50 


Radisson  Hotels 

International  179 
Ralston  Purina  72 
Ram  Broodcasting  170 
Raymond  &  Whitcomb  72 
Republic  55 
Ryan  Lobs  140 


Salomon  Brothers  60 


Sandoz  76 
Saturn  52 
Savoy  Pictures  1! 
Sega  167 
Sharper  Image  8 
Sky  Broadcosting 
SoftKey  Software 

Products  167 
Sony  128,  170 
Southwest  Airline: 
Sphinx  Internatior 
Spiegel  50 
Standard  &  Poor's 
Starbucks  144 
Strong  Municipal 

Market  Fund  14 
Sun  Microsystems 
Superflight  85 
Systemix  76 

T 


Tandy  170 
Target  Stores  54 
Tele-Communicoti 
174 

Telephone  &  Data 

Systems  178 
Templeton  Funds  o 
Thomas  J.  Herzfel-l? 
Total  Pharmaceuti 

Care  124 
Toys'R'  Us  54 
Tribune  48 
Tri-Star  Pictures  1  i 
T,  Rowe  Price  Highiel 

Fund  146 
TRW  42 

Turner  Broodcostn 


UBS  Securities  50 
United  Airlines  44  ' 
United  HealthCor- 
Universal  Pictures  ': 
USAir  120 
U.S.  Steel  55 
U.S.  Trust  140 
USX  55 

Utah  Central  Cred, 
Union  158 


Vail  Associates  7a 
Vanguard  146 
Vanguard  Short  i 
Corporote  Fund 
Viacom  50 
Voxel  85 

w 


Wal-Mart  58 
Walnut  Equipment 

Leasing  150 
Washington  Post  ' 
Welico  Securities  0 
Wharf  Holdings  6 
Wheat,  First  Secur 
Wo  Yau  Properties 
W.R.  Grace  85 


Xerox  52 

Y 


Yankee  Group  17' 

z 


Zacks  Investment 
Research  179 
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ITARY 

reated  from  their  recent 
iterest  rates  edged  up. 
U.S.  recovery  is  on  track 

a  big  plus  for  corporate 
I  giving  bond  investors 
Ttie  rate  on  30-year 

Iiit6.39%  on  Nov.  22, 
t  since  August,  before 
ff.  IfthettireattoU.S. 
1st  economic  growtfi,  tfie 
sthe  case  in  Japan.  Tfie 
3  economy  there  has 
ikkei  tumbling— down  4% 
ek  and  more  than  1 5% 
I  October. 


STOCKS 

Nov.      May      Nov.     Nov,  18-23 


BONDS 

Nov.      May      Nov.     Nov.  1 8-23 


THE  DOLUR 

Nov.      May      Nov,     Nov.  17-23 


52-week  change 


1-week  change 


450  1300 


. 1550  70 


+7.8% 

0.8% 

KIT  ANALYSIS  1 

%  change 

CKS 

Utest 

Week 

52-week 

iS  INDUSTRIALS 

3674  2 

-0-8 

13.1 

OMPANIES  (S&P  MidCap  Index) 

170.9 

-1.3 

1 1.0 

WPANIES  (Russell  2000] 

248.1 

-2.2 

17.7 

INIES  (Russell  3000) 

264.3 

-11 

8.4 

%  change  (local 

currency) 

1  STOCKS 

Latest 

Week 

S2-week 

52-week  change 
+  10.7% 


1  -week  chonge 
-1.5% 


52-week  change 
+ 1 .2%, 


1  -week  change 
+0.6% 


FINANCIAL  TIMES  100) 
KKEI  INDEX) 
(TSE  COMPOSITE) 


3069.3 
17,384,8 
4215.3 


-1,6 
-4.0 
-0.5 


12.5 
1.7 
29.3 


FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.19% 

3.16% 

3.29% 

30-YEAR  TREASURY  BOND  YIELD 

6.31% 

6.18% 

7.54% 

S&P  500  DIVIDEND  YIELD 

2.74% 

2.71% 

2.91% 

S&P  500  PRICE/EARNINGS  RATIO 

22.5 

22.7 

22.8 

TECHNICAL  INDICATORS 

Utest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
insider  sentiment:  Vickers  sell/buy  ratio 

455.5 
45.3% 
0.43 
2.02 

455.1 
54.4% 
0.35 
2.21 

Positive 
Neutral 
Positive 
Neutral 

STRY  GROUPS 


EEK  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


CONTAINERS 


21.7 


-7.5 


STONE  CONTAINER 


52.5 


-38.4 


11  'A 


I  MANUFACTURING 

12.2 

-28.1 

LIZ  CLAIBORNE 

26.0 

-45.1 

23  5/8 

ERING  AND  CONSTRUCTION 

1 1.0 

4.2 

FLUOR 

14.0 

-2  5 

43  % 

TER  SYSTEMS 

9.2 

-12  8 

IBM 

16.9 

-16.5 

52 

NO 

9.1 

-16 

CONSOLIDATED  FREIGHTWAYS 

16.6 

34.4 

22 

EEK  LAGGARDS 
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[Editorials 

WHERE  PRESIDEHTS 
SHOULDN'T  TREAD 

Japanese  government  studies  show  that  up  to  16%  ol 
tal  labor  force  may  be  redundant.  Pressure  is  increB 
break  Japan's  social  contract  and  cut  excess  labor.  1 

If  Japan  is  to  avoid  further-  economic  stagnation  am 
scale  social  dislocation,  it  must  boost  domestic  dema 
But  government  policy  is  in  deadlock.  Hosokawa  is  pij| 
a  modest  income-tax  cut,  but  the  Finance  Ministry 
offset  it  with  an  equivalent  consumption-tax  increa- 

Meanwhile,  calls  go  unheeded  for  deregulation  to 
petition  and  pass  on  the  benefits  of  the  strong  yeii|.' 
sumers.  Bureaucrats  are  again  quashing  any  moves  ■ 

The  Nikkei  stock  average  is  down  15%  since  Oct^ 
nearly  60%  since  "89.  The  talk  in  Tokyo  is  that  the  s. 
ply  reflects  the  Finance  Ministry's  decision  not  to  sup 
market  at  this  time.  Insiders  say  the  ministry  will 
the  market  again  in  the  spring,  as  it  always  does. 

But  maybe  this  time,  for  the  first  time,  the  Nikk 
ging  fortunes  reflect  deep  structural  problems  in  tl 
nese  economy.  The  Hosokawa  government  would 
dent  to  act  quickly— with  a  big  income-tax  cut  and 
deregulation  of  the  economy. 

■[^resident  Clinton's  dramatic  intervention  in  the  Amer- 
H^Pican  Airlines  Inc.  strike  raises  worrisome  questions 
H      about  when  and  how  the  government  should  stick  its 
nose  into  labor-management  disputes. 

Just  the  day  before,  American  Chairman  Robert  L.  Cran- 
dall  refused  a  request  from  flight  attendants  for  arbitration. 
His  reason:  The  company  must  lower  its  costs  to  be  compet- 
itive, and  an  arbitrator  is  likely  to  simply  split  the  difference 
between  the  two  sides.  Since  that's  usually  how  arbitrators 
work,  Clinton's  action  may  set  back  American's  cost-control 
efforts.  That  message  won't  be  lost  on  unions  at  United 
Airlines,  Delta  Air  Lines,  and  usAir. 

The  gi'eat  danger  is  that  the  President's  intervention  will 
be  interpreted  throughout  the  economy  as  the  reverse  of 
what  President  Reagan  did  in  the  air-traffic  controllers' 
strike.  The  worry  is  that  this  time,  instead  of  holding  down 
wages,  the  government  will  set  a  pattern  of  expensive  pro- 
union  contracts  that  drives  up  inflation.  If  Clinton  is  sending 
a  post-NAFTA  signal  to  unions  that  he  will  back  them  against 
management  in  all  their  disputes,  the  economy  is  going  to 
face  new  inflationary  pressures  just  as  it's  picking  up  steam. 

Can  a  neutral  outsider  help  American  and  the  other  major 
airlines  solve  their  problems  in  a  more  peaceful  fashion? 
Crandall  has  suggested  that  he  wants  to  try  a  cooperative 
approach.  But  instead,  both  Crandall  and  the  unions  seem  to 
have  pursued  the  old-fashioned  brinksmanship  bargaining 
that  often  leads  to  lost  jobs  and  red  ink. 

Maybe  an  arbitrator  will  help.  But  barring  any  national 
emergency,  which  this  airline  strike  was  not.  President  Clin- 
ton should  use  his  political  clout  for  solving  broader  economic 
problems. 

THE  BIGGEST  PENSION 

or  many  corporate  execs,  the  hjqjocrisy  Un( 
continues  to  display  on  the  subject  of  pensions 
H    galling.  On  Nov.  22,  just  in  time  for  Thanksgiv 
government  issued  its  annual  list  of  the  50  compan 
the  worst  pension  woes.  Again,  the  potential  prol 
these  supposed  corporate  tui'keys  seem  to  have  gi'ow 

The  Pension  Benefit  Guaranty  Corp.  says  the  unfi 
abilities  of  the  worst  50  pension  plans  grew  31%  last 
$38  billion,  of  which  $31.7  billion  is  guaranteed  by  P 

But  for  all  the  rhetoric  about  these  corporate  sc 
there's  no  mention  of  the  problems  in  Uncle  Sai 
backyard:  If  the  government  were  forced  to  adher 
same  accounting  standards,  retirement  programs  foi 
and  military  employees  would  be  underfunded  by  mc 
$1  trillion  (BW-Aug.  9).  What's  more,  if  Uncle  Sam 
quired  to  reserve  for  pensions  as  they  are  accrued  b 
ers— the  way  corporations  are— the  federal  budge 
would  be  roughly  one-third  higher. 

The  problem  of  underfunded  federal  pensions  v 
worsen.  Thanks  to  aging  baby  boomers  within  the  ( 
vice,  the  funds  needed  to  cover  annual  benefit  p; 
by  2010  are  expected  to  nearly  triple,  to  $160  billioi 

Where  will  this  money  come  from?  Either  Congre 
slash  the  benefits  of  federal  employees— which  are  n 
ish  than  those  of  many  private  plans— raise  taxes,  ci 
programs,  or  allow  the  federal  deficit  to  soar  further, 
benefits  and  programs  is  the  way  to  go. 

Congress  has  a  more  immediate  responsibility: 
proper  accounting  standards,  similar  to  those  impose( 
private  sector,  to  reflect  accurately  the  future  liabilitv 
ernment  pensions.  To  continue  to  ignore  this  potentii  ] 
lem  does  a  disservice  to  the  next  generation  of  ta> 
who  will  have  to  pick  up  the  tab. 

JAPAN  CAN'T  IGNORE 
ITS  RECESSION  AWAY 

conomic  fundamentals  in  Japan  are  bad  and  getting 
HH  worse.  Output  is  falling,  profits  are  collapsing,  the 
stock  market  is  plummeting,  and,  for  the  first  time  in 
decades,  people  are  ti-uly  afi'aid  for  their  jobs.  Secure  lifetime 
employment  is  becoming  a  memory  of  the  past. 

Yet  the  government  is  doing  little.  Prime  Minister  Morihi- 
ro  Hosokawa  continues  to  delay  government  plans  to  boost 
the  economy,  instead  focusing  on  voting  reform.  That's  what 
Hosokawa  was  primarily  elected  to  do— to  remake  Japan's 
corrupt  political  system.  But  he  is  playing  with  fire  by 
underestimating  the  depth  of  the  country's  economic  malaise. 

The  soaring  yen  has  set  off  a  massive  restructuring  not 
unlike  what  occurred  in  the  U.  S.  during  the  '80s.  Companies 
that  built  huge  capacity  over  decades  oi  expansion  suddenly 
find  themselves  in  need  of  serious  downsizing.  The  high 
yen  has  forced  them  to  shift  factories  to  lower-cost  countries. 

Although  unemployment  is  officially  listed  at  2.6%, 
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—  There  is  nothing  to  look  forward  to  at  the  mom 

—Richard  Koo,  senior  economist  at  Nomura  Research  Institute 
the  plunges  in  'the  Nikkei  stock  index  amid  signs  of  paltry  tax 
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LABOR  PAINS 


AFTERLIVES 


CATCHING  UP  WITH 
THE  SICK-THRIFT  FIVE 


Time  for  an  accounting  in 
the  thrift  debacle,  which 
so  far  has  cost  taxpayers  $80 
billion  to  clean  up.  The  last 
of  the  key  figures  in  the  sav- 
ings and  loan  scandals,  for- 
mer CenTrust  Savings  Bank 
Chairman  David  Paul,  was 
found  guilty  on  Nov.  24  of 
fraud.  Here's  where  the 
S&L  poster  boys  are  now: 
►  Neil  Bush.  The  son  of 
former  President  George 
Bush  gained  notoriety 
as  a  director  of  Denver- 
based  Silverado  S&L 


ROLLING  ALONG:  /// 

nr  (III I  of  the  pokey,  life  goes  on  for  S&L  kings 
(clockwise  from  lower  left)  Spiegel, 
Dixon,  Bush,  Keating,  and  Paul 


(failure  cost  to  feds: 
$1  billion).  Bush,  38, 
agreed  to  pay  $50 
million  to  settle 
charges.  Published  re- 
ports had  him  in  Ku- 
wait this  spring,  trying  to  cut 
oil  deals.  He  couldn't  be 
reached  for  comment. 

►  Don  Dixon.  He's  behind 
bars  these  days  for  bank 
fraud  as  onetime  head  of  de- 
funct Vernon  S&L  in  Vernon, 
Tex.  (failure  cost:  over  $1  l)il- 
lion).  In  April,  a  federal  judge 
doubled  his  five-year  sentence. 
Reason:  It  surfaced  that  Dix- 
on, 54,  had  used  Vernon  funds 
to  buy  a  private  jet. 

►  Charles  Keating.  He  is  the 
best-known  of  the  S&L  finan- 
ciers. You  probably  recall  the 
brushfire  touched  off  two 
years  ago  by  his  gifts  to  five 
U.  S.  senators.  Keating,  70, 
just  had  his  10-year  sentence 


increased  for  federal  offens- 
es. The  former  chief  of  Irvine 
( Calif. )-based  Lincoln  S&L  (fail- 
ure cost:  $2.6  billion)  is  ap- 
pealing an  order  to  pay  $36 
million  in  restitution. 
►  David  Paul.  His  case  cen- 
tered on  charges  that  Paul, 
54,  diverted  $3.2  million  in 
bank  funds  to  pay  for 
a  95-foot  yacht  and  to 
decorate  his  homes. 
Witnesses  say  he  hid 
the  cost  of  his  home  im- 
provements amid  i:)ills  to 
revamp  the  thrift's  head- 
quarters. The  former  ceo 
of  Miami's  CenTi'ust  (failure 
cost:  $1.6  billion)  could  get 
up  to  10  years  in  jail. 

►  Thomas  Spiegel.  The 
erstwhile  chief  of  Co- 
lumbia S&L  in  Bev- 
erly Hills,  Calif., 
(failure  cost:  $2 
l)illion)  is  facing 
charges  of  mis- 
using Columl)ia 
funds.  Plus, 
there's  a  feder- 
al claim  for  $40 
million  in  dam- 
ages. The  gov- 
ernment also 
holds  the  Colum- 
bia-issued mort- 
gage to  his  mansion.  Spiegel, 
47,  has  defaulted  on  the  mort- 
gage, and  the  feds  seized  his 
house  on  Nov.  1.  Kelley 
Holland  and  Gail  DeGeorge 


WAS  CLINTON'S  PHONE  CALL  SUCH  A  BIG  SURPRt 


ard-nosed  American  Air- 
lines Chairman  Robert 
Crandall  wants  the  world  to 
think  he  caved  in  to  Bill  Clin- 
ton's pressure  to  end  the  car- 
rier's five-day  strike  right  be- 
fore Thanksgiving.  Not  finite. 


AA'S  CRANDALL:  A  wai/  to  save  face  easili/ 


Clinton  Administration  offi- 
cials and  sources  close  to  aa 
say  people  in  "Crandall's 
camp"  let  the  White  House 
know  in  advance  that  he 
wouldn't  object  strenuously  to 
an  end  to  the  five-day  flight 
attendants'  walkout  and  to 
binding  arbitration. 

Crandall  isn't  eager  to  con- 
cede that.  AA  spokesman  Tim 


Doke  says  the  airline 
in  the  business  of  arcl 
ing  this  solution,"  but 
that    someone  else 
thought  he  had  the  conii; 
interests  at  heart  could 
sent  the  message.  Regai 
it  was  an  eas; 
nal  to  send  to  ^ 
ington:  The  CI 
ites  were  in 
contact  with 
sides,  unlike 
hands-off  GOP  i 
cessors. 

One  reason 
dall  likely  aban 
his  hard  line  w 
fear  that 
White  : 
would 
hardball  an  . 
pose  another  k|{i 
arbitration.  Sui! 
carrier  had 
motives  to  en, 
strike:  It  was 
$10  million  t( 
million  a  day  ai 
gering  passengers.  Bin 
says  American  was  corn 
that  Clinton  would  brin  ii 
so-called  Presidential  In^ 
gency  Board.  And  from  « 
the  dispute  could  have  id 
up  before  the  Democrat  d 
trolled  Congress,  whi( 
felt  would  favor  organi2i, 
l)or  over  management  S( 
Payne  and  Wendy  Zellm 


'X 


A  I.  I  f  Y     <  !l  :■:  <  [( 


MAJOR  AIRLINES  SAY  they  ore  getting 
creamed  by  leaner  rivals,  particularly  Southwest, 
largely  or  solely  because  of  the  rivals'  lower  lo- 
bor  costs.  The  drive  to  rein  in  these 
costs  sparked  the  recent  strike  at  Sj^^^i} 
American,  ended  only  by  White  ' 

IN  REALITY,  pay  rates  them- 
selves are  not  the  only  problem. 
Successful  Southwest,  for  instance, 
pays  higher  wages  than  Conti- 
nental, which  recently  emerged 
from  bankruptcy.  Southwest  produces  more  fly- 
ing time  for  the  wages  it  pays.  Its  pilots  moke  an 
average  of  $93,000  but  fly  70  hours  a  month. 


House  intervention.  Such  talk  has  prom 
United  to  consider  splitting  itself  into  se' 
smaller  carriers,  which  will  pay  workers  le; 

deed,  many  smaller  airlines  po  ■ 
much  as  60%  less  than  Amerpr 
United,  and  Delta. 

whereas  United  pilots  make  an 
age  of  $108,000  and  log  onl: 
hours  a  month.  Southwest  an  i 
*      small  cohorts  benefit  from  a  simpjei. 
point-to-point  system.  Their  planes  i>n 
wait  at  hubs  for  connections.  Result:  Soutffes 
planes  turn  around  in  20  minutes  vs.  an  he  '■ 
more  of  costly  dead  time  for  the  Big  Thre 
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Create  a.n  office  world 
that  performs  beyond  your 
wildest  imagination 
ftn^  r:evolves  around  you. 


Canon  has  a  vision  of 
how  your  office  should 
run  today.  Which  means  it's 
equipped  with  machines  that 
liberate.  Empower.  Increase 
productivity.  And  open  the 
lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  every- 
thing Canon  produces  from 
The  Corporate  Line  of  High 
Volume  Copiers  to  our  Digital 
Color  Copiers  to  our  Laser 
Class  Plain  Paper  Facsimiles. 
And  with  the  introduction  of 


our  Digital  Imaging  Systems,  you 
will  experience  a  whole  new 
world  in  Document  Management 
without  ever  leaving  your  desk. 

With  Canon's  system  solu- 
tions, you  can  create  your  own 
visionary  office  where  simplicity 
and  productivity  coexist  in 
perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you  can't. 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


?^  Official  Sponsor  of 
%  WbrldCup  Sm 


Canon 


BUSINESS  SPEAK 


PUniNG  A  TIRED  CLICHE 
OUT  TO  PASTURE 


One  of  ihe  hoariest  cliches 
in  ijusiness  circles  posits 
the  l)ugf^y  whip  as  a  para- 
digm of  obsolescence.  In 
conversation  and  press 
reports,  buggy  whips 
are  a  product  you 
don't  want  to  l-ie 
in.  We  cite  this 


200 


remark  by  Leigh  -Johnson, 
head  of  Rochester  (Minn.l- 
based  alarm  maker  Custom 
Communication:  "We  watch 


carefully  so  we  don't  become 
a  seller  of  buggy  whips." 

Well,  the  buggy  whip  in- 
dustry is  thriving,  thank  you. 
There  are  at  least  two  domes- 
tic whipmakers,  Wonder  Wliij) 
in  Fostoria,  Iowa,  and  West- 
field  Whip  Mfg.  in  Westfield, 
Mass.,  with  Taiwanese-made 
whip  rivals  coming 
on  strong.  Westfield 
Whip  won't  release 
figui'es,  but  Wonder 
Whip's  sales  have 
exploded  since  its 
founding  in  1961 
(chart).  Whips, 
which  are  5  feet  to 
6  feet  long,  cost 
from  $7  to  $17. 

Why  the  contin- 
ued popularity 
Harness  racing  is 
one  market,  as  are 
horse-drawn  car- 
riages for  tourists. 
And  the  Amish,  who  shun 
cars,  need  them  to  get 
around.  Lesson:  Avoid  this 
cliche  like  the  plague.  □ 


DATA:  WONDER 
WHIP  CO. 


BALLPARK  FIGURES 


HERE  COMES  THE  BLITZ  ON  KNOCKOFF  ARTISTS 


t  j%sst.  Want  a  Cowboys 
■^sweatshirt  half-price? 
How  about  a  49ers  cap, 
cheap?"  Only  one  problem 
with  the  goods  the  shifty-eyed 
hustler  is  peddling  outside  the 
.stadium.  The  bright  team  lo- 
gos may  look  authentic,  but 


to  outside  vendors,  a  team 
gets  up  to  5%  of  an  item's  re- 
tail price.  That's  a  nice  chunk 
of  the  $8.4  billion-a-year  team- 
merchandising  business.  Now, 
with  a  Dallas  Cowljoys  sweat- 
shirt going  for  $30  and  a  cap 
for  $19,  you  might  say  it's 
smarter  to  buy  cheap  fakes. 
But  the  teams  argue 
that  you  get  pooi-- 
(|uality  fabrics  and 
imprints  on  boot- 
leg stuff. 

1^7 


they're  knockoffs.  So.  pro 
sports  leagues  are  cracking 
down  on  the  counterfeiters, 
with  dozens  arrested  in  the 
past  year,  nearly  $4  million 
in  merchandise  seized,  and 
more  action  expected  as  the 
National  Footljall  League  play- 
offs and  the  Super  Bowl  loom. 
No  wonder  teams  are  mad. 
Copycatting  costs  them  plen- 
ty. By  licensing  its  trademark 


The  Coalition  to  Advance 
the  Protection  of  Sports  Lo- 
gos—formed by  NFL  Proper- 
ties, Major  League  Baseball 
Properties,  and  others— has 
hired  scores  of  gumshoes, 
helped  by  federal  agents  and 
local  police,  to  crack  down. 
On  Nov.  17,  the  LogoCops 
raided  a  manufacturer  in  Los 
Angeles,  snaring  two  truck- 
loads  of  20,000  items  and 
screen-printing  gear,  worth  $1 
million  in  all.     Joseph  Weber 


DRAWN  AND  QUARTERED 


■"<SCODWE  \ 
WFttABLE  ^ 

LiniETALK; 


BABY  BUSTERS 

TALK  ABOUT 

A  LOST  GENERATION 


FEVER  FLICK:  TravoUa,  tin  ina.snf! 


Get  ready  to  do  the  Time- 
Warp  again:  Generation 
Xers,  bored  with  The  Rocky 
Horror  Picture  Show,  are  turn- 
ing to  Satiirdai/  Night  Fever 


as  their  midnight  flicl 
choice.  With  the  resurg 
of  1970s  music  and  fashi( 
Los  Angeles  theater  ( 
gave  the  John  Ti-avolta 
opus  another  spin  earlier 
year.  And  twentysometh 
responded  with  gusto,  di 
ing  up  as  the  characters, 
as  Rocky  Horror  devotee: 
Ti'ouble  is,  there  have 
so  many  requests  for  Fi 
released  in  1978,  that  I 
mount  must  churn  out  do 
more  prints.  Right  now, 
a  few  copies  exist.  The  y( 
moviegoers  want  the  rau 
er  R-rated  version,  instes 
the  PG-13  that's  avaih 
"It's  not  yet  a  cult  movie 
it's  moving  in  that  direct 
says  a  Paramount  spokes: 
You  can  see  why  the  st 
wants  Fever  to  keep  st; 
alive.  Rocky  Horror,  a  fk 
its  1976  release  by  20th 
tury  Fox,  has  grossed  \6 
million  in  midnight  run- 


THE  BIG  PICTURE 

'TIS  THE  SEASON. 

It's  the  best  of  times  for 
retailers,  especially 
department  stores,  some 
of  which  rake  in  as  much 
as  50%  of  their  yearly 
sales  during  the  holidays. 
And  this  year  looks  good 
so  far,  retailers  say. 


UNADJUSTED  DEPARTMENT 
STORE  SALES  BY  QUARTER 


I  '92  II 
▲  BILLIONS  OF  DOLLARS 


IV        I  '93 
DATA:  JOHNSON  REDBOOK  SERVICE 


EST 


FOOTNOTES 

Offices,  lowei-  Manhattan:  25.2%  vacancies;  0  sf|.  ft.  being  built.  Washington:  10.2%  vacancies;  660,000  .sq.  ft.  being  biii; 
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WOMEN  AT  THE 
BOARDROOM  DOOR 


While  I  was  nol  particuiaii.v  sur- 
jirised  to  read  that  only  6.2%  of 
directors  are  women  ("The  glass  ceil- 
ing: A  barrier  to  the  boardroom,  too," 
To\)  of  the  News,  Nov.  22),  I  was 
stunned  to  learn  that  49%  of  female  di- 
rectors come  out  of  education.  It  is  time 
to  give  women  from  a  variety  of  disci- 
plines the  opportunity  to  make  valuable 
contributions  at  the  top  echelons  of  the 
nation's  businesses. 

If  Corporate  America  wants  to  avail 
itself  of  this  underutilized  resource,  max- 
imize the  potential  for  meaningful  contri- 
bution, and  reduce  the  risk  of  mistakes, 
here  are  my  suggestions: 

■  liring  in  outsiders.  Reaching  outside 
your  own  company  is  a  safe  method  of 
easing  women  into  what  might  other- 
wise be  an  unwelcome  or  unpracticed 
I)oardroom  environment. 

■  Test  potential  Ijoard  candidates.  Give 
women  one-shot,  project-oriented  assign- 
ments that  are  visible  and  necessitate 
iioard  interaction.  That  way,  board  mem- 
iiers  can  get  to  know  them,  and  if  and 
when  they  are  invited  to  join  the  club, 
they  will  be  welcome  and  adjust  readily. 

■  Find  professionals  with  expertise.  In- 
vestment liankers,  corporate  attorneys, 
and  accountants  are  experts  in  their 
fields  who  have  a  strong  likelihood  of 
contributing  in  significant  ways. 

■  Welcome  women  for  their  specific 
business  skills  and  overall  contribution. 
Do  not  l)ring  in  a  woman  and  put  her  in 
charge  of  "women's  issues." 

The  American  Boardroom  would  l)en- 
efit  greatly  from  the  expertise,  profes- 
sionalism, and  fresh  perspective  busi- 
nesswomen are  able  to  bring. 

Patricia  M.  Hall 
President  and  CEo 
Hallmark  Capital 
New  York 

Judith  Dobrzynski  correctly  points  out 
that  relatively  few  women  serve  on 
the  boards  of  the  largest  corporations. 
But  she  fails  to  recognize  or  chooses  to 
ignore  that  such  companies  grew  and 
pr  >spered  without  female  leadership. 
Do i'lv.vnski  arlvances  a  meritless  argu- 


ment that  more  women  should  ser? 
Ixjards  simply  l^ecause  so  few  of  i 
now  hold  such  positions. 

For  the  most  part,  the  charactci 
bition,  and  talent  of  men  have 
American  corporations.  Historica,; 
was  men  who  risked  financial  shi 
and  reputations  to  develop  gooil 
ducing  and  service-providing  conin 
The  I'esults  have  been  spectacular, 
after  the  railroads  have  been  bn 
the  backs  and  brains  of  men,  \\ 
feel  the  need  to  jump  on  board  ai 
mand  to  be  included  in  determining 
to  make  the  trains  run  on  time. 

My  professional  and  educational 
riences  have  shown  me  that  w 
have  the  same  intelligence  as  men 
reason  they  are  underrepresenl( 
boards  is  because  they  have  not 
the  initiative  to  build  companies. 

Patrick  V\'i 
Lawrence, 

irS  A  SHORTAGE  OF  JOBS, 

NOT  OF  SKILLS  

You  failed  in  your  argument  • 
why  the  U.  S.  presently  ini 
thousands  of  software  engineers  c 
ity  check,"  Up  Front,  Nov.  22).  r. 
unemployed  software  engineer,  laid)f 
year  ago  after  13  years  with  D  ' 
Eciuipment  Corp.,  I  (and  many  ( 
friends)  can  assure  you  that  it  i 
l:)ecause  of  any  lack  in  the  sup]; 
quality  of  homegrown  engineers. 

In  reality,  trade  publications  sni 
Electronic  Engineering  Times  rei: 
feature  letters  and  columns  benm 
the  effects  on  our  wage  scale:  an 
of  foreign  engineers  on  student  am 
porary  visas.  Also,  countries  sii 
Russia  are  mounting  strong  cam] 
to  persuade  U.S.  companies  to  r 
software  engineering  jobs  oversea. 

Bruce  McCHI 
Ti-oy,  . 

■ suggest  you  read  Virginia  Abermh; 
book  Population  Politics  and  rcn 
your  "Reality  check."  Aberneth> 
cates  with  convincing  evidence  and: 
lenges  us  to  face  population  controlA 
a  few  unemployed  software  engi'f 
and  physical  therapists  what  they 
about  the  temporary  visas.  The 


BUSINESS  WEEK 
DECEMBER  13,  1993 
ISSN  0007-7135 


*  *  *3350 


niiary.  I..v  McGraw-Hill.  In. 


Published  w^cklv.  except  for  one  issue  i 
Founder:  Jamt-s  H.  McCraw  (18H()-194tS) 

Executive,  Editorial,  Circulation,  and  Advert isiiiji  Offices:  McGraw-Hill 
Fiuikling.  12:^1  Avenue  of  the  Americas.  New  York,  N.Y.  lUUliO. 
Telephone:  212-512-2a)0.  Telex:  Dom&stic  127039;  Intl.  2360127039.  U.S. 
subscription  rate  S4t;.95  per  year;  2  years,  S78.95;  3  years,  S104.95.  Single 
copies.  S2.75;  back  issues.  S5.  Write  for  rates  in  other  countries.  Subscrih- 
i-T  Service.^:  1-800-635-1200.  TDD:  1-800-554-1579 
PHOTOCOPY  PERMISSION:  Wliere  necessary,  permission  is  granted  t)y  the  copyright  owner  for  those  registered  with  the  Copyright  CI' 
ter  II  V('\.  27  Congress  St.,  Salem.  Mass.  0197(J.  to  photocopy  any  article  herein  for  the  flat  fee  of  S1.50  per  copy  of  each  article.  Send  paymeni 
CupvitiK  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited.  Address  requests  for  cu.si 
i-eprinls  u,  Business  Week  Repnnt.s,  P.O.  Box  457.  Hiyhtstown,  N..T.  0^520.  or  call  609-426-5494,  ISSN  0007-71:15/93/52,75 

PRINTED  IN  THE  U.S.A. 


!'..stmaM..T:  Svivl  address  changes  to  BUSINESS  \\'\  M-:  ■  ■ 
Highi-sUAvn.  N.J.  08520.  Second-class  postage  paid  ui 

addiiinnal  mailing  offices.  Postage  paid  at  Montrr,i 
huyrnaiional  Publications  Mail  Product  Sales  Agr^ ,  i 
liegistered  for  GST  as  McGraw-Hill,  Inc.  GST  ffRl^iO7507.; 
1993  by  McGraw-Hill  Inc.  All  rights  reserved.  Title  registerefi  > 
enl  Office.  European  Circulation  Center.  McGraw-Hill  Hoi- 
head.  Berks.  England.  Telephone:  0628-2^31;  Telex:  848640. 
Officers  of  Mc(iraw-HiU.  Inc.:  Joseph  L.  Dionne.  Chairman 
ecutive  Officer:  Haj-old  W,  McGraw.  HI.  President  and  Chief ' ' 
ficer:  Robert  N.  Lander.  Executive  Vice  President.  General  > 
Secretar>-;  Roliert  J.  Bahash.  Executive  Vice  President  and  CI  < 
Officer;  Frank  D.  Penglase,  Senior  Vice  Pi-esident,  Treasure.  ' 


10  BUSINESSWEEK/DECEMBER  13,  1993 


In  The  Interest  Of  Fairness,  Fujitsu  Would  Like  To  Show  You 

Smaller  Cellular  Flip  Phones. 


Drawing  a  blank?  As  the  world's  smallest   that  actuolly  fits  in  your  pocket.  And  only  the   display  the  caller's  number.  When  you're 
1  cellular  flip  phone,  the  Fujitsu  PCX "  stands    PCX  has  a  Smart  Pager,  which  automatically    looking  for  the  best  hand-held  phone  on  the 
olone.  In  fact,  the  PCX  is  one  pocket  phone   answers  your  calls,  and  Call  Screening,  to    market,  the  picture  is  pretty  clear. 

1-800-955-9926 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


I've  built  about  65  golf  courses  since  id  of  iie  you  have  down  that  e  People 

I  started  back  in  1960.           d  a  course,  say  there's  a  lot  of  water  on  the  Tournament 

I  really  don't  have  a  whole  vision  of  what's  Players  Clubfand  that's  true,  but  then  there 

going  to  happen  when  I  stai   I  walk  the  land  are  a  lot  of  good  golfers  out  there  too. 

to  get  a  feel  for  it,  because  I  make  all  my  The  American  Express'  Catd  is  welcomed 


Golfers  just  love  punishment, 
(And  that's  where  I  come  in.) 


11 


designs  in  the  dirt.  I  don't  know  how  to 
punch  a  computer  and  I'm  too  old  to  learn. 

Golf  is  a  mental  game,  and  golfers  are 
always  nervous.  So  I  constantly  try  to  work  on 
their  idea  of  how  a  hole  ought  to  be  played. 


at  all  these  TPC  golf  clubs,  and  it  does  )ust 
as  much  for  the  bad  golfer  as  it  does  for 

■  griOfi  oo'fpr, 

American  Express  reminds  you  the  Card 
IS  welcomed  at  all  kinds  of  golf  courses. 


Nowadays  the  only  ally  I  have  is  water;  that's  (And  Pete  would  like  to  remind  you  to  keep 
the  only  hazard  they  can't  recover  from,  bdiui     your  head  down.) 


you  know 


Pete  Dye 
Golf  Course  Designer  &  Builder 


has  an  ahuiKlaiice  of  laljor  and  a  short- 
age of  jobs.  Retraining  within  our  pre- 
sent joV)  market  should  tal<e  precedence 
over  importing  !al)or  from  outside  our 
shores. 

Joan  K.  Sniitii 
Mt.  Morris,  Mich. 

GERMANY'S  GRIDLOCK 

AND  DISILLUSIONMENT  

You  covered  the  economic  woes  of 
(lermany  l)ut  missed  the  underly- 
ing political  causes  of  the  slump  ("Ger- 
many: Is  reunification  failing?"  Interna- 
tional Business,  Nov.  15).  In  the  years 
just  prior  to  the  fall  of  the  Wall,  many 
seasoned  politicians  in  the  Bundestag 
were  replaced  by  younger  representa- 
tives who  had  won  their  seats  by  serv- 
ing their  political  parties  and  not  the 
country.  Their  inflexibility  and  aversion 
to  practical  solutions  has  meant  total 
gridlock  on  everything  fi-om  illegal  aliens 
to  supporting  the  U.  N.  militarily.  Deci- 
sions, when  they  came  at  all,  were  usu- 
ally dealt  out  by  the  Supreme  Court 
and  not  the  legislature. 

The  Mittehtand,  which  is  the  back- 
bone of  German  industry,  depends  heav- 
ily on  the  universities  and  technische 
Hochschulen  for  basic  research.  To  fi- 
nance its  ego  project  of  moving  the  cap- 
ital from  Bonn  to  Berlin,  the  govern- 
ment is  now  cutting  back  on  funds  for 
higher  education,  thus  roljl)ing  German 
industry  of  its  future.  All  of  the  industri- 
alized world  is  hurting  in  the  current 
recession.  Japan,  however,  is  cutting 
costs  and  will  come  out  of  the  recession 
a  lot  leaner  and  meaner,  but  Germany  is 
adi'ift. 

Although  most  Ciermans  want  nothing 
to  do  with  the  far  right,  disillusionment 
is  spreading,  and  the  real  danger  could 
l)e  that  they  will  not  vote  at  all  in  the 
upcoming  federal  elections.  Even  this 
eventuality  does  not  seem  to  motivate 
the  politicians,  most  of  whom  have  a 
guaranteed  job  for  life  anyway. 

Edward  B.  Roliertson 
Cologne 

HIGH-TECH  TELECOMMUTERS: 

AN  ECOLOGIST'S  DREAM  

The  ciuality  of  life  that  characterizes 
much  of  rural  America  serves  as  a 
l^rincipal  incentive  for  the  new  breed  of 
enti'epi'eneur"  you  write  al)out  ("The  care 
and  feeding  of  lone  eagles,"  Information 
Processing,  Nov.  15). 

Oiu'  studies  and  work  in  rural  commu- 
nities in  the  Pacific  Northwest  and 
Greater  Yellowstone  regions  found  local 
leaders  eager  to  embrace  economic  de- 
velopment strategies  that  veered  sharp- 
ly from  past  dependence  on  resource 


CORREaiONS&CIARIFICATIONS 

"Has  lis  Ecology  cleaned  up  its  act?" 
(Top  of  the  News,  Nov.  8)  should  not 
have  described  the  planned  transfer 
of  land  for  a  radioactive  waste  dump  in 
California  as  a  federal  giveaway.  The 
plan  is  for  the  state  either  to  pay  for 
the  land  or  to  forgive  debts  owed  by 
the  federal  government.  Also,  us  Ecol- 
ogy isn't  headciuartered  in  Louisville, 
Ky.,  but  has  its  main  offices  in  Rocklin, 
Calif. 

"It's  the  money,  stupid"  (Government, 
Nov.  15)  should  have  identified  attor- 
ney Harold  M.  Ickes  as  lobbying  on 
behalf  of  the  Puerto  Rican  govern- 
ment, not  corporations,  to  preserve 
corporate  tax  breaks  that  the  Clinton 
Administration  wanted  to  restrict. 


extraction  such  as  mining,  logging,  and 
grazing.  While  still  important  to  local 
economies,  such  industries  pale  in  com- 
parison with  the  potential  for  growth 
that  footloose  industries  offer. 

Federal  agencies  responsible  for  pub- 
lic-land management  in  the  West  don't 
seem  to  get  the  picture  yet,  however. 
They  continue  to  promote  commodity 
extraction  as  a  primary  economic  activ- 
ity even  in  the  face  of  mounting  evi- 
dence that  it  harms  instead  of  helps  ru- 
ral economies.  And  taxpayers  get  left 
holding  the  bag  on  those  activities  to 
the  tune  of  more  than  $1  billion  annual- 
ly in  federal  subsidies. 

Those  who  argue  we  need  more  de- 
velopment of  public  lands  miss  the  point: 
The  "lone  eagles"  your  article  describes 
can  fly  anyplace  they  want,  anytime,  to 
find  the  most  desiral)le  work  and  home 
environment. 

Jeffrey  T.  Olson,  Director 
Bolle  Center  for  Ecosystem 
Management 
Wildei'ness  Society 
Washington 

AFTER  THE  VERDICT, 

TOMEN  STATES  ITS  CASE  

I was  sad  to  note  your  article  about 
our  legal  dispute  with  Freeman  Co., 
entitled  "For  Japan  Inc.,  a  Kentucky 
whipping"  (The  Corporation,  Nov.  8).  As 
we  all  know,  business-related  lawsuits 
are  very  complicated  affaii's.  I  was  sur- 
prised to  see  this  distorted  and  over- 
simplified account  in  a  publication  such 
as  BUSINESS  WEEK. 

I  wish  to  put  these  events  into  their 
proper  context.  Tomen  America  Inc.  is  a 
subsidiary  of  a  Japanese  multinational 
trading  company  that  has  been  doing 
business  in  the  U.  S.  since  1951.  During 


this  time,  we  have  enjoyed  numa 
successful  joint  ventures  and  parK 
ships  with  U.S.  companies,  large i 
small,  in  a  variety  of  industries,  i 
textiles  to  wind-power  generation 

Throughout  our  relationship 
Freeman,  Tomen  pursued  the  vei 
according  to  the  high  standards  of 
ness  that  have  always  guided  us 
take  strong  issue  with  your  unsub 
tiated  conclusion  that  "for  many  A 
can  trade  negotiators  and  critics  c 
pan"  the  events  of  this  case  "see 
confirm  a  long-harbored  suspicion: 
many  Japanese  companies  use 
dodges  as  claims  of  poor  quality  to 
overseas  deals  they  no  longer  liki 
such  companies  exist,  Tomen  is  s 
not  one  of  them.  We  point  to 
decades  of  successful  business  rela 
ships  throughout  the  U.  S.  as  proo; 

Your  article  raises  a  much  h 
question,  which  ironically  is  addrt 
elsewhere  in  the  same  edition  ("SI 
business  be  afraid  of  juries?"  Lega 
fairs).  You  note  the  widespread  cor 
that  jury  trials  are  often  used  "to  i 
tribute  the  wealth"  from  deep-pod 
defendants.  This  suggests  that  bias 
fundamental  unfairness  may  have  ( 
into  our-  judicial  system.  If  so,  the  n; 
of  your  coverage  of  our  legal  dij 
may  well  exacertiate  that  situation 

Moreover,  the  article  mentions 
some  foreign  coi'porations  are  now 
ing  out  of  the  U.  S.  market  becau 
fear  of  litigation.  Perhaps  this  is 
real  danger  embedded  in  all  these 
understandings— that  such  fears  wi 
strict  business  and  growth  acros: 
tional  boundaries,  thereby  harmin 
participants  in  the  global  economy. 

Hideo  H 
Chaii 

Tomen  Americ; 
New 

FIXING  THE  BROKEN 

B-SCHOOL  MODEL  

Applause  is  due  for  Harvard's  m< 
joining  others  in  seeking  a  char 
MBA  education  ("A  case  study  in  ch 
at  Har-vai'd,"  Top  of  the  News,  Nov 
But  to  suggest  that  those  schools, 
nessee  included,  ai"e  doing  so  wit 
improved  model  is  to  understate 
case.  What  we  do  know  is  the  educ 
model  currently  used  is  broken. 

C.  War-ren  Neel,  I 
College  of  Business  Administrj 
Univei'sity  of  Tenm 
Kno> 


Letters  to  the  Editor  should  be  sent  to  Readers  f 
Business  Week,  1221  Avenue  of  the  Americas, 
York,  N  Y  10020,  Fox  (212)  512-4721.  All 
must  include  an  address  and  daytime  and  eveniri 
phone  numbers.  We  reserve  the  right  to  edit  lett 
clarity  and  space. 
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HE  BEST  BUSINESS  BOOKS 
IF  THE  YEAR 


ew, 

lal-  ^1 

:9 


M  J^hat  a  difference  a  few  years 
mkm  make!  In  1989  and  1990, 
f  W  BUSINESS  week's  annual  list 
Lhe  year's  best  business  books  was 
linated  by  juicy  corporate  tell-alls  in 

spirit  of  Barbarians  at  the  Gate  and 
r's  Poker.  But  the  more  sober  era 
re  living  in  is  already  being  reflected 
looks,  it  seems. 

n  1993,  the  business  books  embraced 
our  reviewers— staff  members  from 
Darts  of  the  magazine's  international 
ivork  of  writers  and  editors— cover 
ange  of  categories:  management 
ies,  industry  analyses,  biogi'aphies, 
mpts  to  unravel  scandals.  But 
it  the  whole  list,  there's  a  new, 
e  pragmatic  and  austere  qual- 
A  certain  raucousness,  cyn- 
n,  and  glee— whether  on  the 

of  over-the-top  dealmakers 
he  authors  eagerly  exposing  them— 

vanished. 
1  any  era,  it  would  be  hard  to  turn  a 
word  such  as  "reengineering"  into 
pelling  reading.  Still,  it's  the  key 
agement  trend  of  the  day  and  has 
ired  a  spate  of  books— many  of  them 
lerous  and  jargon-laden.  Not  so  Re- 
neering  the  Corjmxttian:  A  Manifestn 
Business  Revolution  (Harper  Bus! 
),  said  our  reviewer,  Senior  Writer 
A.  Byrne.  Written  by  the  origina- 
of  reengineering— former  Massachu- 
Institute  of  Technology  computer- 
ice  professor  Michael  Hammer  and 
is  Champy,  chairman  of  csc/Index 
in  Cambridge,  Mass.— Reeiiginee?- 
s  succinct  and  well  thought  out.  It 
ains  how  radically  rethinking  and 
signing  business  processes— often 
an  assist  from  better  information 
tiology— can  produce  quantum  im- 
ements  in  speed,  costs,  and  quality. 
16  book  provides  the  how-to  infor- 
on  that  managers  need,  as  well  as 
iled  case  studies  delivered  in  the 
Is  of  managers  who  have  led  ma- 
•eengineering  efforts  at  Hallmark 
s,  Taco  Bell,  Capital  Holding,  and 
Atlantic. 

le  other  trend  on  managers'  minds 
I  days  is  teams.  In  fact,  interest  in 
'oncept  has  been  fueled  by  reengi- 
ng,  which  calls  for  setting  up  inter- 
iilinary  teams  to  tackle  tasks.  Lead- 
ousiness  thinkers  believe  that  by 
ling  the  skills  and  insights  of  sever- 


al people,  teams  can  outperform  any 
individual. 

The  Wisdom  of  Teams:  Creating  the 
High-Performance  Organization  by  Jon 
R.  Katzenbach  and  Douglas  K.  Smith 
(Harvard  Business  School  Press)  is  an 
engaging  primer.  To  explore  how  to 
form  teams,  lead  them,  and  get  them 
to  work,  Katzenbach  and  Smith,  consul- 


Management  &  /sAismanagemeni,  Past  &  Future 

COLLISION:  I 

GM,  ToyotOj  Volkswagen  and  | 
the  Race  to  Own  the  21st  Century  | 
By  Maryann  Keller 


THE  WISDOM  OF  TEAMS: 

Creating  the  High-Pertormance 
Organization 
don  R.  Katzenbach  and  Douglas  K.  Smith 


tants  at  McKinsey  &  Co.,  interviewed 
hundreds  of  team  members  in  dozens 
of  companies,  including  Citibank,  Eli  Lil- 
ly, and  Hewlett-Packard. 

In  addition  to  identifying  the  elements 
common  to  successful  teams,  the  authors 
dissect  failures.  Said  reviewer  Byrne: 
"You'll  be  hard-pressed  to  find  a  better 
guide  to  forming  what  many  consider 
an  essential  building  block  of  the  'or- 
ganization of  the  future.' " 

The  organization  of  the  future  was  a 
preoccupation  of  more  than  one  author 
in  1993.  In  Collision:  GM,  Toyota,  Volkswa- 
gen and  the  Race  to  Own  the  21st  Centu- 
ry (Doubleday),  automotive  analyst 
Maryann  Keller  examines  what  the 
world's  top  carmakers  must  do  to  com- 
pete after  the  millennium. 

Breaking  with  conventional,  nation- 
alistic thinking,  Keller  defines  a  new 
Global  Big  Three— GM,  Toyota,  and 
Volkswagen.  Each,  as  it  happens,  is  cur- 
rently facing  problems  born  of  size  and 
complexity.  Each  must  remake  itself  to 
sm-vive  in  the  unfamiliar  world  of  sat- 
urated markets  and  l:)orderless  com- 
petition. Each,  Keller  says,  is  stand- 
ing at  "a  crossroads  between  the 
past  and  future  where  daring  ac- 
tions will  be  required." 

Much  of  Collision  details  how  cor- 
porate culture  and  nationality  have 
shaped  each  company's  woes.  Our  re- 
viewer, Bonn  Correspondent  Karen  Low- 
ry  Miller,  found  the  book's  great 
strength  to  be  Keller's  portrayal  of  the 
players,  rich  in  personal  detail  and  deliv- 
ered with  "biting,  even  brutal,  honesty." 

Keller  outlines  four  criteria  to  deter- 
mine how  ready  her  Global  Big  Three 
are  to  face  the  future.  Intimate  knowl- 
edge of  GM  (her  previous  book  was  Rude 
Awakening:  The  Rise,  Fall  and  Recovery 
of  General  Motors)  may  have  influenced 
her  conclusion  that  GM  is  the  one  best 
poised  to  prosper.  No  matter.  What 
counts.  Miller  concluded,  "is  that  she  is 
asking  the  right  questions." 

Another  forward-looking  industry 
analysis  is  Computer'  Wars:  How  the 
West  Can  Win  in  a  Post-IBM  World  by 
Charles  H.  Ferguson  and  Charles  R. 
Morris  (Times  Books).  The  work  "pre- 
sents a  cogent,  technically  savvy  history 
of  IBM's  business  since  the  mid-1960s,"  in 
the  words  of  Information  Processing  Ed- 
itor John  W.  Verity.  It  then  uses  that 
history  to  analyze  how  U.  S.  computer 
companies  should  compete. 

The  authors  argue  that  IBM's  top  exec- 
utives lost  their  way— or,  more  signifi- 
cantly, their  nerve— as  early  as  the 
1970s.  They  begin  with  the  oft-told  tale 
of  how  IBM  "bet  the  company"  on  its 
System/360  mainframe  family  in  the 
mid-1960s.  They  also  tell  the  largely  un- 
known story  of  how  IBM  began  work  on 
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Your  family  will  like  the  new  IBM  PS/1 

multimedia  system  better. 
For  one  thing,  it  comes  with  a  Teddy. 


iiy  PCs  give  you  multimedia  but 
lody  brings  it  to  life  like  the  new 
1*'  right  down  to  a  rare  speech  "^^^—^ 
i  popular  rough  rider. 
Adventure  lives  in 
1993  Compton  s™  Inter- 


1  1 

ve  Encyclopedia™  Get 


family  vacation,  you  might  get 
friends  to  watch.  Especially  when 
you  add  a  Httle  music  from  your 
favorite  CDs,  thanks  to 
j  MCS  MusicRack™  PS/1 
O  fills  your  computing 
needs,  pre-installed 


ly  for  Teddy  and  thousands  of  other  entries,  with  DOS  6.0,  Windows™  3. 1 ,  W(  )rks  for  Wi ndows™ 
resisfibly  presented  that  your  children  might     and  two  online  services.  Most  models  meet 


1  take  a  break  from  their  video  games. 

And  its  only  a  part  of  the  $800  mul- 
idia  software  value  that  s  included. 

With  PS/1  Photo  Display  you  can 
your  photos  on  compact  discs  like 
adak®  Photo  CD™  and  show  them 
our  monitor.  When  you  re-live  that 


PS/1 

Power  Made  Easv 

I,,,., 

ms\  2F,  MHz 
Ihmhir  Speed  6SIIMH 
r.DROM 
Souiiil  Bluster  Ih'" 
(iiiilio  I  <inl  it  .s/ii'iihers 
2  U'MH  llhmhIeSfiacej 
I  71 1  MB  HI) 
It  ill)  Rapid  Resunw" 


EPA  Energy  Star™  requirements.  Its 
backed  by  IBM  quality  and  support. 

With  extras  like  these  you'll  get 
more  out  of  the  PS/1  than  most  any  other 
computer.  You  can  start  now  by  call- 
ing 1  800  IBM-3377   —  "'^ 

for  a  retailer  near  you.  T  E: 


matter  ol  policy,  does  not  endorse  any  particular  company  or  its  products  IBM  and  PS/1  are  registered  trademarks  and  Rapid  Resume  is  a  trademark  of  International  Business  Machines  Corporation 
All  ottier  products  and  company  names  are  trademarks  and/or  registered  trademarks  ot  ttieir  respective  holders  ©  1993  IBM  Corp 


an  entirely  new,  more  jjowerlul  design 
code-named  Future  System,  or  F/s,  in 
the  early  1970s  and  became  so  distracted 
that  it  missed  a  generation  of  develop- 
ment on  the  360,  giving  a  leg  up  to 
clonemakers.  "F/s  was  IBM's  own  quiet 
Vietnam,"  the  authors  write.  After  F/s, 
"a  status  quo  mind-set"  took  hold. 

Ferguson  and  Morris  use  IBM's  story 
to  argue  that  establishing  and  controlling 
an  architectural  standard  is  the  only 
way  to  compete  in  computers.  U.  S.  com- 
panies, they  suggest,  should  focus  on 
technical  vision  and  design,  leaving  mass 
production  to  the  .Japanese. 

Even  more  compelling  than  the  fu- 
ture of  the  computer  industry  is  the 
question  of  how  computers  are  reshaping 
our  future.  There's  much  talk  about  the 
electronic  information  superhighway 
these  days,  usually  focusing  on  the  abil- 
ity to  offer  consumers  video-on-demand 
and  home-shopping  services.  But  in  The 
Virtucd  Community:  HomestecuUng  on  the 
Electronic  Frontier  (Addison-Wesley),  Ho- 
ward Rheingold  argues  that  many,  many 
people  would  rather  use  this  technology 
to  connect  with  others  than  simply  to 
avoid  a  trip  to  the  video  store. 

Just  published  and  yet  to  be  reviewed 
in  these  pages,  Rheingold's  book  depicts 
advanced  communications  technology  as 
a  means  by  which  ordinary  people  can 
bypass  the  big  media  and  have  in-depth 
conversations  with  others  around  the 
globe.  It  traces  the  history  of  "the 
Net"— an  amalgam  of  electronic  bulletin 
boards,  on-line  information  services,  and 
computer  conference  sessions  through 
which  millions  are  already  connecting 
to  conduct  business,  spill  their  guts, 
flirt— you  name  it. 

While  telephones  are  essentially  a 
one-to-one  medium  and  television  a  few- 
to-many  medium,  says  Rheingold,  the 
Net  marks  the  beginning  of  many-to- 
many  communication.  Former  Staff  Edi- 
tor Evan  I.  Schwartz  believes  business 
leader's,  policymakers,  and  concerned  cit- 
izens will  enjoy  this  readable  exploration 
of  life  in  cyberspace. 

Few  events  in  the  history  of  the  U.  S. 
economy  match  the  magnitude  of  the 
collapse  of  the  savings  and  loan  industry. 
Several  books  have  probed  the  roots  of 
the  debacle.  The  best  to  appear  in  1993 
is  S&L  Hell:  The  People  and  the  Politico 
Behind  the  $1  Trillion  Savings  and  Loan 
Scandal  (Norton). 

If  there's  a  shortcoming  to  Kathleen 
Day's  "admirable  I'eporting  effort,"  said 
Washington  Correspondent  Dean  Foust, 
"it's  her  inclination  to  reconstruct  the 
S&L  disaster  as  a  morality  play,"  blaming 
losses  on  "avarice,  fraud,  and  incompe- 
tence," while  overlooking  structural  prob- 
lems that  made  the  disaster  nearly  inev- 
itable. Still,  admirably  reported  it  is: 


I)ay  relies  on  her  years  spent  covering 
thrifts  for  the  Washington  Post  to  pro- 
vide a  behind-the-scenes  look  at  how 
Washington  mishandled  this  orgy  of 
speculation.  Her  portraits  of  legislators 
and  regulators  whose  cozy  ties  to  the 
S&Ls  blinded  them  to  the  gathering 
clouds  are  devastating. 

As  tangled  as  the  thrift  mess  is,  it 
pales  in  comparison  with  the  scandal  in- 
volving the  Bank  of  Commerce  &  Cred- 
it Inc.  When  BCCI  was  shut  down  in 
1991,  the  reported  losses  were  $20  billion 
or  more.  The  bank  was  linked  to  the 
CIA  and  a  roster  of  terrorists  and  world- 
class  sleazeballs.  Like  the  S&L  mess,  BCCi 
has  inspired  numerous  books,  but  the 


the  sober  '90s, 
both  the  dealmakers 
and  authors  lack 
the  old  raucousness, 
cynicism,  and  glee 


story  is  so  complicated  as  to  be  all  but 
impossible  to  follow. 

To  the  rescue  came  Jonathan  Beaty 
and  S.  C.  Gwynne,  Time  magazine  re- 
porters who  helped  break  the  story  with 
The  Outlaw  Bank:  A  Wild  Ride  Into  the 
Secret  Heart  of  BCCI  (Random  House). 
They  turned  the  tale  into  a  good  read 
l)y  crafting  their  own  reporting  quest 
into  a  thriller.  Their  search  led  them 
into  the  world  of  spies,  arms  dealers, 
and  drug  traffickers  where  BCCI  thrived. 
The  book,  said  International  Outlook  Ed- 
itor Stanley  Reed,  "evokes  an  aura  of 
paranoia  and  seaminess." 

Beaty  and  Gwynne  do  a  marvelous 
job  of  tracing  the  origins  of  BCCI,  the 
brainchild  of  a  silver-tongued  Pakistani 
banker,  Agha  Hasan  Abedi.  In  1972, 
Al)edi  persuaded  Abu  Dhabi's  Sheik  Za- 
yed  to  bankroll  his  plan  for  a  Middle 
East-controlled  multinational  bank  that 
would  break  the  hold  of  Western  finan- 
cial institutions  on  the  developing  world. 

When  the  1973  embargo  fjuadrupled 
oil  prices,  BCCI  became  the  bank  for 
Arab  tycoons  and  for  millions  of  Third 
World  expatriates  who  flocked  to  the 
gulf  to  work.  With  the  help  of  under- 
lings who  used  bribery,  money  launder- 


ing,  and  even  procuring  to  win  ove 
ents,  Abedi  expanded  into  some  70  c 
tries.  BCCl's  unscrupulousness  mac 
the  bank  of  choice  for  arms  dealers 
drug  trade,  and  spy  agencies. 

Even  after  the  bank  became  illiqu 
the  early  1980s,  Abedi  kept  his  I 
scheme  going  for  some  time— with 
bank's  complex  structure  obscuring 
scams.  The  Outlaw  Bank  leaves  th( 
pression  that  with  the  offshore  ban 
centers  Abedi  used  so  effectively 
in  business,  another  BCCI  could  hap 

Financial  history  buffs  will  savor 
Chernow's  The  Warburgs:  The  20th 
tury  Odyssey  of  a  Remarkable  Je 
Family  (Random  House).  Chernow, 
author  of  the  acclaimed  The  Hom 
Morgan,  has  "struck  literary  gold  aj 
with  this  lovingly  told  saga  of  the 
man  banking  family,  said  reviewer  I 

The  story  is  both  epic  and  tragic 
see  the  Warburgs,  whose  origins  ( 
now  traces  to  a  16th  century  pawnl 
er,  rise  to  wealth  and  influence  u 
Bismarck  and  Kaiser  Wilhelm  II. 
despite  their  success  and  patriot 
they  were  always  suspect  because 
were  Jews.  Establishment  connec 
couldn't  spare  the  family  near-nain  u 
the  Nazis. 

Many  colorful  Warburgs  m 
through  the  book,  but  at  its  heart 
five  brother's  who  presided  over  the 
ily  bank,  M.M.  Warburg  &  Co.,  di 
its  glory  years  and  its  str'uggle  wit! 
Nazis.  Among  those  who  emigrate 
the  U.  S.,  Paul  and  Felix  became 
ners  in  Kuhn  Loeb,  and  Paul  eme 
as  an  architect  of  what  became  the 
eral  Reserve  System.  Cher'now  bi 
his  tale  full  circle  with  the  family's  i 
mation  of  the  rejuvenated  M.M. 
burg  Bank  in  Hamburg. 

An  ambitious  and  excellent  biogr 
of  a  contemporary  business  figui 
William  Shawcross'  life  of  Rupert  \ 
doch.  Media  Editor  Mark  Lai 
termed  Murdoch  (Simon  &  Schuste 
chronicle  of  one  man's  fiery  arc  thr 
the  media  firmament." 

Shawcr'oss  follows  Murdoch  on  his 
zying  journey  from  Adelaide,  Austi 
around  the  globe  and  shows  how  h 
joled,  connived,  and  bullied  his  w£ 
ownership  of  many  of  the  world's  c 
est  media  properties.  Landler  was  G 
pointed  that  even  after  Shawc 
lengthy  dissection,  Murdoch  is  still 
matic  and  contradictory.  But  Lai 
decided  the  paucity  of  per-sonal  insig 
itself  revealing,  concluding  that  " 
doch  remains  an  inscrutable  figun 
apostle  of  gloljal  communications  w' 
a  master  of  not  telling  the  world  ' 
he  really  thinks." 

BY  DEMISE  DEM' 
Demong  edits  the  Books  set 
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citizen:  how  the  world  tells  time. 


■  aday,  more  people  in  the  world  depend  on  a  watch  made  by 
-itizen  than  any  other  timepiece  on  earth.  Including  Jennifer  Jordan, 
■ho  received  a  new  water-resistant  Citizen  Paladion  Sport  watch, 
ist  the  right  look  for  a  day  on  a  bike  or  a  dinner  party.  No  wonder 
le  feels  you  can't  find  a  more  beautiful  watch  for  love  or  money. 


SFl.FCTRD  I  OCATIONS 


Nothing  opens  up  ^ 


Now  there's  a  processor  for 
PC  users  who  want  better 
Windows'  perfonnance.  The 
Intel  processor. 
Whether  you're  calculating  spreadsheets, 
creating  documents  or  ti7ing  out  the  newest 
PC  game,  the  Intel  DX2  processor  delivers 


The  Intel  iCOMP  Index  ' 

CPU  Type  (I 


30(1 


500 


Pentium'"  Prttcessor-fifi 
Pcnliuni  Pnx.'ess()r-6(  I 
lnk-IDX2'"66 
lnlelDX2-50 
lntclDX2-4() 
i4S(V"DX  .VI 
i4X(iSX-33 
i4ShSX-25 


Tlw  iCOMP  index  is  a  ruling 
nilcclrnfi  the  rc  lcilive  performance 
lutumi;  Intel  niicro[>riK  ex\(trt. 


<0 1 993  Intel  Coijioratiiin.  ^Source:  iCOMP'":  A  Sitnplirtcd  Measure  of  Relative  Intel  Mieroprocessor  Performance,  Intel  Corp.,  1992. 
'Other  brands  and  names  are  the  prope'rty  ol  their  respeetive  owners. 


ows  fe  Intel's  DX2. 


)  to  twice  the  processor  perfomiance  of  our 
X  processor  at  a  compai'able  system  price. 

Plus,  the  hitelDX2  processor  comes  with 
lilt-in  "performance  headroom'-the  power 
mn  tomorrow  s  applications,  like  data  and 
Jeo  conferencing,  and  multimedia  programs. 


processor  is  fast  becoming  the  standard  for 
Windows  users.  Call  1-800-395-7009  ext.95 
to  leam  more,  or  visit  your  local  reseller. 

Intel 


Economic  Viewpoint 


THE  PACIFIC  RIM: 
WHY  CLIHTOH  IS  AT  SEA 


BY  ROBERT  KUHNER 


America's  recent 
moves  suggest  a 
muddle — ideological 
and  strategic. 
Like  NAFTA,  the 
proposed  free-trade 
bloc  with  Asian 
countries  looks  like 
the  regional 
fortresses  the  U.S. 
always  deplores 


ROBERT  KUHNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  lAISSEZ-FAIRE 


While  President  Clinton  was  in  Seat- 
tle hosting  the  first  meeting  of  a 
chimerical  Pacific  trade  bloc,  Amer- 
ica's most  distinguished  Japanologists  were 
holding  their  own  meeting  in  Santa  Fe,  N.  M., 
on  "Japan  as  a  Techno-Economic  Superpower." 
Sponsored  by  Los  Alamos  National  Laborato- 
ry, the  conference  concluded  that,  despite 
Japan's  ciuTent  recession  and  the  splintering  of 
the  Liberal  Democratic  Party,  the  country's 
fimdamental  nature  as  a  state-led  economy— 
and  hence  its  chronic  trade  surplus— was  es- 
sentially unchanged. 

Clinton  grandly  proposes  that  member  na- 
tions of  an  ol)Scure  grouping  called  Asia-Pacif- 
ic Economic  Cooperation  (APEC)  should  be- 
come a  free-trade  zone.  But,  as  the  Santa  Fe 
meeting  made  clear,  none  of  these  nations 
views  U.  S.-style  laissez-faire  as  an  economic 
model.  Instead,  like  Japan,  the  most  dynamic 
Asian  nations  use  government-industry  links, 
subsidized  capital,  large  conglomerates,  and 
resistance  to  imports. 

Reconciling  the  structural  mercantilism  of 
the  Asian  development  model  with  the  gener- 
al openness  of  the  U.  S.  will  not  be  accom- 
plished by  generic  appeals  to  free  trade.  Meas- 
ured against  the  real  trade  issues,  Clinton's 
Pacific  Rim  strategy  is  naive.  Despite  the 
hoopla,  the  Seattle  conference  made  no 
progi'ess  on  such  concrete  and  knotty  issues  as 
getting  Japan  to  open  up,  persuading  China  to 
liberalize  either  its  markets  or  its  human- 
rights  policies,  or-  bi-inging  practical  symmetry 
to  trading  relationships.  At  Seattle,  Asian  dip- 
lomats politely  threw  cold  water  on  any  trans- 
pacific trade  bloc. 

The  one  concrete  step  taken  at  Seattle  was 
a  joint  pledge  to  cut  tariffs.  But  Japanese  tar- 
iffs are  already  low  and  roughly  proportional 
to  our  own.  The  serious  barriers  are,  of 
course,  nontar'iff  ones.  Ignorance  of  how  Japan 
really  works  leads  to  repeated  policy  blun- 
ders. Amazingly,  the  Clinton  Administi'ation 
still  has  not  a  single  Jai)an  specialist  in  a  sen- 
ior policy  position. 

VAGUE  PIETIES.  Unlike  Mexico,  a  country  heav- 
ily dependent  on  the  U.  S.  and  with  a  gross 
domestic  product  less  than  .5%  of  our  own, 
Japan  is  not  al:)OUt  to  change  its  economic  sys- 
tem to  get  gi'eater  access  to  the  U.  S.  market. 
Japan  already  has  all  the  access  it  needs.  The 
U.  S.  will  make  progress  on  the  trade  imbal- 
ance only  when  it  makes  access  to  our  market 
conditional  on  reciprocal  access  abroad,  not 
by  offering  vague  pieties  about  freer  trade. 

Taken  together,  the  Administration's  recent 
trade  initiatives  suggest  ifleological  and  sti-ate- 
gic  muddle.  The  North  American  Free  Trade 
Agreement  was  ultimately  sold  as  a  weii'd 


hyljrid  of  free  trade  and  mercantilism, 
lacocca's  ads  for  the  NAFTA-support  coa 
crowed  that  the  deal  would  create  a  T 
American  trade  bloc,  with  Europe  and  J 
"on  the  outside  looking  in."  How,  exactly, 
this  advance  global  free  trade?  To  Europ 
NAFTA  and  the  Pacific  initiative  look 
much  like  the  regional  fortresses  tha 
U.  S.  is  always  deploring. 

The  long-delayed  Uruguay  Round  of  G 
al  Agi'eement  on  Tariffs  &  Trade  talks  m; 
the  biggest  debacle  of  all.  American  spo 
ship  of  GATT  typically  puts  pressure  on 
negotiators  to  give  more  than  they  get 
der  to  win  foreign  support,  and  this  rod 
no  exception.  On  issues  that  really  matt 
U.  S.  exporters,  such  as  limits  on  foreign 
sidies  and  intellectual-property  protection, 
negotiators  have  already  caved  in. 
WEARING  BLINDERS.  Now,  with  the  Dd 
deadline  fast  approaching,  the  U.  S.  is  \ 
pressure  to  relinquish  one  of  the  few  le 
has.  Section  301  of  the  trade  act  alio 
U.  S.  to  take  action  against  restrictiv 
eign-trade  practices  and  has  had  modesj 
cess  in  prying  open  Japan's  semicon' 
market  and  Brazil's  computer  market 
improving  reciprocal  patent  protection: 
draft  GATT  accord  would  sacrifice  proteci 
the  U.  S.  textile  and  apparel  industries  w| 
creating  offsetting"  market-openings  in  t 
exporting  nations.  In  recent  meetings  ai; 
a  GAIT  breakthrough,  U.  S.  Ti-ade  Repre| 
five  Mickey  Kantor  proposed— what 
more  tariff  cuts. 

Our  diplomatic  muddle  is  the  result 
sistent  ideological  l^linders.  Orthodox 
theorists  insist  laissez-faire  is  the  best  r 
economic  growth.  Confronted  with  th 
cess  of  non-laissez-faire  nations  such  as 
and  South  Korea,  they  conclude  that  t 
suiting  trade  imbalance  must  reflect 
U.  S.  failure,  such  as  the  budget  deficit 
working  hard  enough.  And  if  laissez-f: 
the  optimum,  the  only  remedy  is  for  Ai 
to  keep  setting  a  good  example  by  not  fi 
back.  Thus  do  our  trading  par-tners  ked 
ing  U.  S.  industry  to  the  cleaners,  wii 
complicity  of  our  economic  theorists.  ^ 

Lately,  groping  for  some  insulation,  i 
Pi'esidents  have  sponsored  "free-trade  liK 
surely  a  contradiction  in  terms— therel).?' 
ing  confusion,  contradicting  our  professed! 
ciples,  and  ducking  hard  questions  of  ni, 
economic  interest.  Is  the  goal  more  j; 
More  symmetrical  trade?  LJniversal  fi-ee  |a 
Preferential  trade?  At  Seattle,  Secretfy 
State  Warren  M.  Christopher  kept  des(i! 
NAFTA,  APEC,  and  (!ATT  as  a  "triple  plaV 
trii)le  play,  sadly,  could  be  on  us.  j 
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It  wouldnt  be  the  holidays 
without  a  glass  of  Black. ; 


Ultimatel);  there's  Black. 


Stnd  a  nih  ot  Johnnie  Walker-  Black  Label  "any  where  In  ihc  U.S.A^  C.IT  1  Mo  23S.4375.  Void  where  pr.Aiblle<l 
.•'~«««i™««»rateo.i».wii«««»m,.,u«.-,»im.i«^ 


THIS  HAS  TWIN  INDEPENDEK 
HANDIES  BEAUTIFULLY  ( 
IT  SHOULD  REQUIRE 


Meet  the  Panasonic  Smooth  Operator  II  Wet/ Dry 
Razor  It's  an  extraordinary  piece  of  engineering 
technology  that  lets  you  decide  if  you'd  like  to  shave 
wet  or  dry 

DON'T  TRY  THIS  WITH  ANY 
ORDINARY  PLUGGED-IN  RAZOR  1 

Panasonic  believes  if  you're  going  to  i  j 
spend  your  hard-earned  money  on  an  ^  I 
electric  razor,  that  razor  should  give   ^  - 
you  the  option  of  shaving  wet 
with  lather,  or  dry. 
The  Smooth  Operator'  provides  a 
close,  fast  and  comfortable  shave 
when  used  dry-you  may  ask  yourself,  >J| 
"why  bother  with  water  and  lather?"  \ 
The  answer  is  simple-hot  water  softens 
the  skin  and  makes  the  beard  more  pliable. 
Lather  lubricotes  the  skin  (thereby  reducing 


friction)  and  expands  the  beard  bristles  to  expo 
more  hair  root.  Shaving  with  any  Smooth  Open 
razor  using  water  and  lather  unites  the  comfort 
electric  shave  with  the  closeness  of  a  warm  we, 
shave,  giving  you  the  advantage  of 
both  worlds.  Naturally,  it's  fully 
immersible  for  easy,  thorough 
cleaning, 

TWIN  INDEPENDENT 
SUSPENSION 

The  Panasonic  Smooth 

Operator  II  is  equipped 
with  a  state-of-the-art  twin  independent 
suspension  system  known  as  FLOAT  CONTR'i 
This  allows  its  two  shaving  heads  to  more 
efficiently  follow  the  contours  of  your  face, 
moving  up  and  down  independently  of  ea- 
other.  The  FLOAT  CONTROL'"  system  also  : 


1 


SPENSKMi,  8500  RPMs, 

et  or  dry  surfaces... 
;ense  to  operate. 


action  which  cushions  any  sudden  pressure 
■=■5  from  bumps  or  angles  of  the  skin  surface, 
ijlt  is  not  only  a  shave  of  exceptional 
vi,  but  also  unexpected  comfort. 
R  TO  SPARE 

nasonic  Smooth  Operator  II 
'ored  by  an  advanced  nickel- 
urn  rechargeable  battery  which  can 
average  operating  times  from  35  to 
lutes  depending  on  model.  The  motor 
represents  the  latest  development  in 
)nic  technology  to  make  shaving  fast 
fective. 

FOIL  PATTERN 

on  the  Smooth  Operator  II  is  an 
-ring  marvel  within  itself, 
'er-oided 
design  and 


o  ® 


production,  its  three-hole  pattern  incorporates 
enticers,  capturers  and  secondary  catchers.  This 
efficient  design  helps  ensure  various 
hair  types  ore  captured  and 
cut.  The  superthin 
titanium-coated  foil    O  Enticers 
provides  sustained 
sharpness  and  is  ex- 
tremely durable  for  close 
shaving  and  long  life. 


©  Capturers 


The  Smooth  Operator  II  is  quite  an 
achievement,  even  by  Panasonic  standards.  It 
promises  to  deliver  our  closest,  most  comfortable 
shove  available  today.  And,  by  allowing  you  the 
option  of  wet  or  dry  shaving,  Panasonic  gives 
you  what  any  good  high-performance  machine 
should.  The  flexibility  and  performance 

Panasonic"  SMOOTH  OPERATOR"  ^'^'^'^^^^ 

SMOOTHER  THAN  YOU  EVER 
THOUGHT  YOU'D  BE. 


BY  GENE  KORETZ 


DON'T  BET  THE  BANK 
ON  A  NEW-YEAR  SURGE 
IN  UNEMPIOYMENT 


The  Labor  Dept.  has  warned  that  the 
jobless  rate  is  likely  to  jump  by  half 
a  percentage  point  in  January.  That's 
because  government  interviewers  con- 
ducting the  monthly  household  employ- 
ment survey  will  start  using  a  revised 
questionnaire  that  is  more  sensitive  to 
the  job  status  of  women,  and  many 
women  who  were  falsely  presumed  to  be 
homemakers  and  out  of  the  labor  force 
will  now  be  counted  as  unemployed. 

Economist  Charles  Lieberman  of 
Chemical  Securities  Inc.  thinks  the  rise 
in  the  jobless  rate  won't  occur,  however. 
He  notes  that  after  the  government 
began  training  its  interviewers  in  the 
new  question  format  several  months  ago, 
the  jobless  rate  for  women  rose  while 
the  rate  for  men  continued  to  decline. 
"There's  a  good  chance,"  he  says,  "that 
interviewers  unconsciously  changed  their 
perceptions  after  they  learned  that  their 
current  techniques  are  faulty.  If  that's 
the  case,  at  least  part  of  January's  ex- 
pected rise  in  unemployment  has  already 
occurred."  Labor  Dept.  officials,  howev- 
er, pooh-pooh  this  possibility. 


WANT  MORE  SUCCESS? 
JUST  GET 
BEHER  lOOKING 


Most  people  would  probably  agree 
that  good  looks  pay  off  in  the  job 
market.  Studies  have  found  that  fat  peo- 
ple earn  less  than  slimmer  workers,  for 
example,  and  that  taller  men  find  it  eas- 
ier to  climb  the  executive  ladder.  But 
what  about  people  who  are  regarded  as 
attractive  or  beautiful  compared  with 
tho.se  with  average  looks  and  those 
deemed  homely? 

In  a  new  study,  economists  Daniel  S. 
Hamermesh  of  the  University  of  Texas 
and  Jeff  E.  Biddle  of  Michigan  State 
University  seek  to  answer  that  question 
by  analyzing  data  from  several  house- 
hold surveys  taken  in  the  U.  S.  and 
Canada  in  "the  1970s  and  early  1980s. 
Along  with  information  on  respondents' 
job  histories  and  earnings,  the  surveys 
contain  interviewers'  opinions  of  their 
physical  appearance,  with  ratings  rang- 
ing from  very  attractive  to  ugly. 

The  results  of  the  analysis  are  re- 
vealing. In  general,  it  found  that  very 
attractive  men  and  women  earn  about 
5%  more  than  their  average-looking 


counterparts,  after  adjusting  for  other 
factors  that  might  affect  earnings,  such 
as  education  and  marital  status.  But 
whereas  homely  women  earned  about 
5%  less  than  women  with  average  looks, 
the  wage  differential  for  homely  men 
was  almost  twice  as  large— about  9%. 
These  results  held  up  even  when  the 
data  were  adjusted  for  the  possible  ef- 
fects of  height  and  weight. 

The  researchers  rejected  the  theory 
that  attractive  people  earn  more  be- 
cause they  get  favorable  attention  in 
their  early  years  and  thus  develop  the 
self-esteem  and  confidence  that  enhances 
productivity.  Looking  only  at  people  with 
high  self-esteem,  they  found  that  those 
with  good  looks  still  earned  more.  The 
bottom  line,  says  Hamermesh,  "is  that 
the  job  market  clearly  tends  to  favor 
beautiful  people  and  to  penalize  those 
unlucky  enough  to  be  born  plain." 


LIGHT-TRUCK  SALES 
ARE  ADDING  ZIP 
TO  THE  UPTURN . . . 


What's  good  for  Detroit's  auto  mak- 
ers is  usually  good  for  the  econo- 
my. With  motor  vehicle  sales  surging, 
U.  S.  auto  makers  have  scheduled  a  20% 
rise  in  car  and  light-truck  output  in  the 
fourth  quarter  over  third-quarter  lev- 
els. As  a  result,  says  economist  Diane 
Swonk  of  First  National  Bank  of  Chica- 
go, motor  vehicle  production  will  add  at 
least  L75  percentage  points  to  this  quar- 
ter's gi'owth  rate. 

The  bulk  of  that  boost  will  come  from 
increased  output  of  trucks— mainly  light 
trucks  such  as  minivans,  pickups,  and 
sport  utility  vehicles,  but  also  the  heavy 
trucks  used  by  industry.  "To  a  large  ex- 
tent," observes  Swonk,  "the  automotive 
upturn  that  began  last  year  has  been 
driven  by  rising  expenditures  on  trucks, 
rather  than  cars." 

Statistics  underscore  the  development. 
Sales  of  passenger  cars  fell  slightly  last 
year  and  are  up  only  3.6%  so  far  in 
1993.  By  contrast,  light-truck  sales  have 
been  posting  double-digit  gains  and  are 
currently  grabbing  nearly  38%  of  the 
total  car  and  light-truck  market,  com- 
pared with  just  28.7%  in  1986.  And  sales 
of  heavy  trucks— mainly  the  big  diesel- 
powered  rigs  that  haul  monster  trail- 
ers—are up  some  60%  in  the  past  two 
years  and  show  no  sign  of  slowing. 

This  bodes  well  for  the  expansion. 
Heavy-truck  sales  only  run  around 
150,000  units,  but  the  rigs  can  cost  as 
much  as  $1(X),(XM),  and  unlike  such  capital 
goods  as  computers,  they  are  almost  en- 
tirely a  U.  S.  product.  Their  impact  on 
the  economy  is  small  but  significant. 


It's  the  5  milHon-plus-unit  sales 
of  light  trucks,  however,  that  pack 
biggest  economic  wallop.  Like  h 
trucks,  light  trucks  are  primarily  a 
product,  and  the  Big  Three  auto  m; 
have  virtually  captured  the  gro 


THE  AUTOMOTIVE  MARII 
KEEPS  ON  TRUCKIN' 


CHANGE  IN  UNIT  SALES* 


■  CARS 

1  LIGHT  TRUCKS 
□  HEAVY  TRUCKS 
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market,  boosting  their  share  of 
from  80%  in  as  recently  as  1986 
in  the  past  six  months.  Indeed, 
profits  on  light  trucks  running  at 
to  $6,000,  it's  no  exaggeration 
that  the  Big  Three's  rising  fortun 
primarily  a  light-truck  phenoni 

At  least  for  the  foreseeable 
that's  unlikely  to  change.  Aided 
25%  tariff,  the  strong  yen,  and  th< 
parative  advantages  of  design  exec 
and  product  variety,  U.  S.  auto  n 
are  determined  to  hang  on  to  this 
ket.  General  Motors  Corp.,  for  exi 
recently  declined  to  supply  Toyota 
Corp.  with  engines  for  a  new  i 
truck  to  be  built  in  California. 


...  AND  THEIR 
FUTURE  LOOKS 
JUST  AS  BRIGHT 


Is  there  a  chance  the  shift  to 
trucks  will  be  reversed  in  c 
years?  Bamng  a  sharjD  rise  in  rea 
line  prices,  which  they  deem  ur 
economists  at  DRi/McGraw-Hill 
think  so.  They  note  that  demog 
trends  strongly  support  the  shift 
family-oriented  vehicles  such  as 
vans,  sport  utilities,  and  large  se< 
The  ranks  of  35-  to  54-year-ol( 
grow  by  13  million  between  19J 
2000,  while  the  25-  to  35-year-old 
will  decline  by  6  million.  Consume) 
are  35  to  44  are  twice  as  likely  to 
larger  vehicle  as  those  25  to  3 
those  between  45  and  54  are  six 
as  likely. 
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ECONOW 


POWERFUL  YES,  BUT  YOU 
CAN  HANDLE  IX  VV^IXH  THE  NEW^ 
ROW^ER  OF  A  SIVIARXLEASE. 


Northstar  System:  32-Valve,  270-HP  V8  •  Road-Sensing  Suspension  •  Traction  Control -ABS  •  Plus  Dual  Air  Bags  •  Call  1-S00-333-4CAD 


Seville  SLS 


A^ith  the  new  power  of  its  Northstar  System,  the  new 
Seville  SLS  is  a  driving  force.  At  its  heart  and  soul,  Seville 
)LS  features  the  quick  response  of  a  270-horsepower 
Niorthstar  V8,  to  create  a  higher  standard  of  power  and 
lerformancc.  And  now,  Cadillacs  SmartLease,,,  puts  a  new 
ieville  SLS  within  your  grasp  for  $539  a  month  for  24  months 
v'ith  $2,170  down.  See  your  Cadillac  dealer  soon  for  details, 
"he  new  Seville  SLS.  Powerful  yes,  but  you  can  handle  it. 


I 


^4  Nloiiths./'^2.,\'7<:>  Doxcii 


Seville  SLS 

Creating  A.  Higher  Standard 


ir  participating  dealer  for  qualirication  details.  First  month's  lease  payment  of  $539 
'5  refundable  security  deposit  and  consumer  down  payment  of  $2,170  for  a  total  of 
due  at  lease  signing,  laxcs,  lucnsc.  title  fees  jnd  insurjiicc  extra.  Viu  must  tatic  retail 
out  of  dealer  stock  In  U/.d/M.V  CiMAC:  must  approve  lease.  Kxanipic  hascd'on  a  IW4 
$42,703  MSKP  includint;  destination  charge.  Monthly  payment  is  based  on  a  capitalized 


cost  of  $36,484  for  a  total  of  monthly  payments  of  $12,936.  Vbur  payments  may  be  higher  or  lower. 
Payments  may  be  slightly  higher  in  Alabama,  Arkansas.  Hawaii.  Icxas  and  Virginia.  Option  to 
purchase  at  lease  end  for  $2H,654,  Mileage      ,m„.v, „c.,sjfm  bdiv  c-cn  «„h  .„       ,  i-^ 
charge  of  $.10  per  mile  over  .3().(>l)ll  miles.  Lessee  ©  1W3      Ci.rji     nehi,  rcHinJ  |y%s||!m 


pays  for  excessive  wear  and  use. 


CADILLAC,  .NOR  IH.STOR.  .SKVIM  .K,., 


ill  thf  hiirscpowcr  in  thi-  world  is  worth- 
less it  vou  can't  make  the  most  ol  it. 
And  the  same  is  true  when  it  comes  to 
computers.  Performance  is  determined 
not  onlv  bv  the  chip,  hut  by  the  computer 
around  the  chip.  Alter  all,  iT  the  subsv-s- 
tems  slow  vou  dow  n,  ha\  in^  a  powerlul 


processor  doesn't  make  much  ditfcn 
Which  is  w  hv  w  hen  our  engineer 
the  all-new  Compaq  DeskproXE,  e\i 
system  was  dcsijrned  to  pro\  ide  the  li 
overall  system  performance. 

QVision  Local  Bus  Graphics,  foi 


rrn^    pie,  offers  blink-of-an-eve  perforn 


48hSX/!i.  48hl)X2/5(J,  4S6l)X2/66.  60MH/  I'c  miuni  -  4«h  incxli  ls  upgradable  1,.  1',  nl.iiin  U  chnoiogj  •  QVision  local  l>us  graphic  VMth  1MB  VRAM 
HusiiH«  Aucliii  ♦  M.1N1  4Xf>  svslim-.  fncrgv  Slar  loniplianl  •  I'lug  .in<l  plav  ria(K  •  I7().MH  tc.  S2SMB7Harel  Onus  ♦  4MB  or  SMH  standard  RAM  (upi 
i3MH  ..M  4K<),  Hf,MB  on  I'cntiun.l  '  4  \sK  slots  (nni-  r.  sc  n.  )  ♦  rdrn<  liavs  ♦  f>4K  or  i5hK  (.ptional  ,  ai  hr  ♦  F-rc-  i  v.  ar  isarranti*  ♦  hr,-<-  7x24  phone  si. | 


L  1 

L     1  1 

For  The  Same  Reason, 
A^^^  Processor 
J)OES#t  Necessarily  Mean 
J  IfepASTER  Computer. 


Irivcs  clock  in  with  li^jhtnintJ-like  seek 
i  all  the  new  Deskpro  XE  models  offer 
M'l  cache  options, 
ullimate  in  pertormance,  however,  we 
tile  Deskpro  XE  with  the  Pentium  pro- 
inipaq  clesisjnecl  TriFlex/PC  Architecture 
the  tremendous  power  of  the  Pentium 


chip,  deliverinsJ  significantly  improved  overall 
system  pertormance.  All  at  a  price  that  you  will 
Find  ec|uall\  impressive. 

For  complete  information  on  the  new  Deskprf) 
XE  computers,  just  call  us  at  1-800  545-1518.  And 
disco\'er  why  even  when  they  have  the  same  pro- 
cessor, other  computers  just  aren't  up  to  speed. 


COMPAQ 


'iiiipukr  C()rp(ir.itiun  All  Rights  Kisirwd-  Cciriip.Kj  Kiiiistrn  d  U  S  I'dttnt  ami  Trailiniark  Ollitr.  Deskpro  is  a  registered  trademark  ol  dmipatj 
iiMin.  QVision,  TriFk-x,  tnhantvil  Busmt-ss  Audio  are  tradt-marks  ot  Lnnipaq  Computer  Corporation.  Porsche  and  the  shape  ol  the  Porsche  911  arc 
lug  h  e.F.  Porsche  AG.  Used  bv  permission  ot  Por^^_ht■  Cars  North  America.  Ini  'Certain  restrictions  and  exclusions  apply.  For  further  details  on  our 
'  nHaet  the  Compaq  Customer  Support  Center.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  the  Intel  Corporation. 


You  Can't  Sign  Your 
Name  With  It, 

But  It's  Been  Knowi 


To  Close  A  Dea 


Sav\T  corporate  managers  have  long  realized  the  value 
of  walking  softly  and  swinging  a  big  club.  And  m  today's 
competitive  marketplace,  the  need  to  build  lasting  relationships 
has  never  been  greater.  For  those  who  understand  its  impact,  golt 
is  more  than  a  sport,  it  is  a  tool  of  the  trade. 

And  no  one  knows  golt  better  than  Business  Week  and  the  PGA  TOUR. 
That's  why  for  the  fourth  consecutive  year.  Business  Week  has  teamed 
up  with  the  PGA  TOUR  to  bring  you  two  unique  special  advertising  sections. 

The  1994  Senior  TOUR  Journal 

Issue  Date:  Februarv  7,  1994 
.^d  Close:  December  20,  1Q93 

The  1994  Business  Of  the  PGA  TOUR 

Issue  Date:  Mav  2,  1994 
Ad  Close:  March  14,  1994 

Swing  with  the  pros.  Join  Business  Week  and  the  PGA  TOUR  in  driving 
your  advertising  message  home  to  6.5  million  business  decision-makers 
who  share  a  passion  for  golt  and  an  appreciation  tor  the  art  ot 
doing  business. 

For  more  information  ot  this  intelligent  marketing 
opportunity-,  please  contact: 
Lam,-  Kossack 
Golf  Projects  Director 
Business  Week,  Chicago 
(312)  616-3372 


Beyond  news.  Intelligence 


usiness  Outloo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


)NSUMERS  ARE  ROCKING, 
ND  FACTORIES  ARE  ROLLING 


RDERS  LIfT  THE 
(CHASERS'  INDEX 


ORDERS 
\  ■  OVERALL  INDEX  / 


A  1 
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;HT  REPORTING  IMPROVEMENT 
HA:  NATIONAUSSOCIATION  OF 
PURCHASING  MANAGEMENT 


|rom  all  early-bird  signals,  consumers  are  making 
I  the  holidays  bright  for  the  U.  S.  economy.  They  are 
in  better  spirits,  less  worried  about  the  future,  and 
;ding  freely  on  items  big  and  small. 
3  one  could  be  more  pleased  by  all  this  than  U.  S. 
ufacturers.  The  factory  sector  has  spent  most  of  1993 
16  doldrums,  depressed  by  defense  cuts,  weaker  ex- 
s,  and  sagging  orders  generally.  Now,  thanks  to  con- 
9rs,  manufacturers  are  looking  at  better  times  that 
Id  last  well  into  1994— at  least. 

It's  not  that  consumers  sud- 
denly woke  up  in  time  to  play 
Santa.  Consumer  outlays  rose  at 
an  annual  rate  of  3.4%  in  the  sec- 
ond quarter,  4.4%  in  the  third, 
^Aw  /        and  they  are  on  track  to  match 

that  pace  this  quarter.  It  will  be 
^"^pJ^         the  best  three-quarter  perfor- 
mance in  five  years. 

This  is  not  profligate  spend- 
ing, mind  you.  Excluding  flood- 
and  drought-depressed  farm  in- 
,  consumer  outlays  are  growing  apace  with  income, 
ting  better  job  growth.  And  don't  forget  low  interest 
,  extra  cash  from  refinancing,  and  quiescent  infla- 
-including  OPEC's  gift  of  cheaper  fuel  (page  38).  Add 
and  spending  growth  looks  not  only  healthy  but  sus- 
ble  as  well. 

fENTORY  Manufacturers  are  reaping  the  benefits. 
'ELS  The  flow  of  new  orders  in  recent  months 

has  gone  from  a  trickle  to  a  gush.  Factory 
orders  for  durable  goods  such  as  cars, 
ure,  and  machinery  rose  2%  in  October,  the  third 
cutive  increase,  to  an  all-time  high, 
sk  demand  has  caught  factories  with  their  inventories 
,  especially  auto  and  truck  makers.  Emptier  ware- 
s  suggest  stronger  output  well  into  the  new  year,  as 
cers  rebuild  their  inventories.  And  with  the  factory 
veek  already  historically  long,  more  hii'ing  may  be  in 
^ing  as  well. 

'■  i  manufacturing  zest  continued  in  November,  ac- 
ri  ig  to  the  National  Association  of  Purchasing  Man- 
f]  int.  The  NAPM's  composite  index  of  industrial  activ- 
'I  ise  to  55.7%  from  53.8%  in  October,  fueled  by  a 
1-consecutive  robust  gain  in  new  orders  (chart).  Ex- 
br  January,  the  orders  index  was  the  highest  in 
ars.  In  addition,  the  purchasers  said  that  production 
^  Iso  the  highest  since  January,  and  their  employ- 


ment index  increased  for  the  third  consecutive  month. 

Because  of  the  improving  outlook  for  consumers  and  the 
ongoing  rush  of  capital  spending  on  equipment  by  busi- 
nesses, the  factory  sector's  near-term  prospects  are  the 
best  in  years.  Of  course,  manufacturers  will  continue  to 
bear  the  brunt  of  mihtary  cuts,  weaker  foreign  demand, 
and  an  ever-rising  tide  of  imports. 

The  inflow  of  foreign  goods  showed  no  sign  of  ebbing  in 
the  third  quarter.  The  Commerce  Dept.  reported  that 
imports  rose  at  an  annual  rate  of  6.1%,  rather  than  the 
1.9%  pace  originally  reported.  That  upshift  was  the  chief 
reason  for  the  slight  downward  revision  in  third-quarter 
real  gross  domestic  product  from  a  gain  of  2.8%  to  2.7%. 

DETROIT  However,  factories  are  leading  a  fourth- 
IS  RUNNING  quarter  acceleration  in  output  that  ap- 
ON  HIGH  pears  to  be  lifting  real  GDP  growth  in  ex- 
OCTANE  pggg  of  4o/p_  Manufacturers  are  riding  into 
the  new  year  on  the  crest  of  a  simultaneous  upturn  in 
housing  and  autos.  Those  two  industries,  like  no  others, 
still  have  broad  secondary  impacts  on  a  variety  of  U.  S. 
markets  and  producers. 

Sales  of  domestically  made  cars  and  Hght  trucks  picked 
up  sharply  in  October,  to  an  annual  rate  of  12.5  million 
from  11.2  miUion  in  September,  and  car  buyers  were  still 
out  in  force  last  month.  In  mid-November,  cars  and  light 
tracks  sold  at  an  annual  rate  of  12.5  million,  after  posting 
a  12.4  miUion  rate  early  in  the  month. 

That  healthy  pace  has  reduced 
inventories  to  the  point  where 
Detroit  may  have  to  add  to  its 
already  hefty  production  plans 
for  the  first  quarter  of  1994.  Car 
production  is  contributing  strong- 
ly to  fourth-quarter  industrial 
production  and  economic  gi-owth 
generally.  Carmakers'  output 
schedules  already  imply  anoth- 
er, although  smaller,  boost  next 
quarter,  led  by  a  record  produc- 
tion level  for  light  trucks,  which  now  account  for  46%  of 
domestic-vehicle  output. 

Manufacturers  are  also  benefiting  from  the  rebound  in 
housing.  Low  mortgage  rates  propelled  a  3.6%  rise  in 
sales  of  existing  single-family  homes  in  October,  the  sixth 
increase  in  the  past  seven  months,  reported  the  National 
Association  of  Realtors.  Sales  hit  an  annual  rate  of  4.08 
million,  the  highest  level  in  14  years  (chart). 

Strong  housing  demand  is  generating  a  rash  of  new  con- 
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struction  that  is  giving  economic  gi'owth  a  big  boost  this 
quarter.  Construction  spending  rose  a  hefty  2.5%  in  Oc- 
tober, and  the  government  revised  the  September  in- 
crease from  0.8%  to  1.5%.  The  October  gain  was  the 
sharpest  in  a  year  and  a  half.  The  advance  sets  outlays  on 
a  high  plane  starting  the  fourth  quarter,  assuring  a  sizable 
contribution  to  growth  in  real  GDP. 

As  it  always  does,  the  housing 
rebound  is  fueling  demand  for  a 
broad  range  of  consumer  items, 
especially  big-ticket  household 
goods.  In  fact,  the  way  holiday 
sales  are  shaping  up,  retailers 
may  well  see  the  1993  gains 
match  the  strong  performance 
of  yearend  1992. 

The  Johnson  Redbook  Report 
shows  that  sales  at  the  nation's 
department  and  discount  stores 
rose  a  seasonally  adjusted  0.7%  in  November  from  Octo- 
ber. That  puts  last  month's  sales  nearly  9%  ahead  of  re- 
ceipts in  November,  1992.  In  addition,  stores  indicated 
strong  business  in  the  days  after  Thanksgiving. 

THE  GAS  Consumers  may  well  be  waking  up  to  the 
TAX  ISH'T  reality  that  things  aren't  as  bad  as  they 
MAKIHG  had  thought.  After  posting  pessimistic 
A  DENT  readings  in  the  spring  and  summer,  con- 
sumer confidence  surged  in  November  (chart).  The  Con- 
ference Board's  index  jumped  11  points,  to  71.2,  fueled  by 
consumers'  better  assessment  of  their  present  situations 
and  brighter  expectations  for  the  future. 

The  gain  was  one  of  the  largest  in  the  survey's  25-year 
history.  And  unlike  other  jumps  in  recent  years,  this  one 
was  unrelated  to  one-time  events,  such  as  the  Presidential 
election  or  the  gulf  war  victory.  It  may  simply  be  that 
consumers  are  finally  feeling  the  recovery. 

In  particular,  households  said  current  conditions  last 
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month,  while  still  not  great,  were  nevertheless  the  besii 
nearly  three  years.  Moreover,  that  component  of  cci 
dence  scored  the  biggest  monthly  increase  in  five  yeii 

A  key  survey  response  was  households'  opinion  of  i 
employment  situation.  The  proportion  of  people  repor ': 
that  jobs  are  "plentiful"  rose,  while  the  share  of  those 
feel  that  jobs  are  "hard  to  get"  dropped  to  a  three  s 
low.  That's  a  good  sign  that  the  job  market  is  improv 
which  is  a  major  reason  consumers  are  increasingly  ^ 
ing  to  plunk  down  the  big  bucks  for  cars  and  homes 
they  were  reluctant  to  spend  before. 

Based  on  a  survey  taken  ear- 
lier this  year,  which  showed  that 
one  in  three  consumers  had  post- 
poned a  major  purchase  because 
of  uncertainty  over  the  economy. 
Conference  Board  economist 
Fabian  Linden  believes  that  fur- 
ther increases  in  confidence  will 
unleash  even  more  of  this  pent- 
up  demand. 

Consumers  should  also  bene- 
fit from  OPEC's  failure  to  cut  oil 
output.  The  rule  of  thumb  is  that  a  $l-per-barrel  droii 
oil  prices,  if  sustained  for  a  year,  cuts  0.2  to  0.3  perc - 
age  points  off  the  annual  rate  of  consumer  price  infla 
Since  October,  the  price  of  crude  oil  is  down  more  tha 
per  barrel. 

Already,  the  January  contract  prices  for  heatinjoi 
and  unleaded  gas  have  plunged  to  five-year  lows  in  thtfv 
tures  market  (chart).  The  decline  more  than  offsets  h' 
impact  of  the  4.3<P-per-gallon  increase  in  the  federal 
line  tax  that  took  effect  on  Oct.  1. 

More  buying  power,  generally,  is  only  one  of  the  j: 
five  fundamentals  underlying  the  near-term  outlookja 
consumer  spending.  That's  why  manufacturers  are  Irjl; 
to  remain  in  good  spirits  even  after  all  the  New  Y(r' 
parties  are  over. 
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THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Tuesday,  Dec.  7 

The  surge  in  retail  sales  in  October  sug- 
gests that  consumers  probably  added  $5 
billion  in  credit  during  that  month. 
That's  the  median  forecast  of  economists 
surveyed  by  MMS  International,  a  divi- 
sion of  McGraw-Hill  Inc.  The  October 
gain  would  be  the  fourth  monthly  in- 
crease of  $5  billion  or  more,  including  a 
$6.7  billion  jump  in  credit  in  Septem- 
ber. Revolving  debt,  which  includes  cred- 
it cards,  is  leading  the  recent  runup  in 
borrowing,  but  auto  financing  is  also  on 
the  rise,  thanks  to  increased  car  and 
truck  buying.  Consumers  are  borrowing 
more  because  household  budgets  can 
handle  it.  The  ratio  of  installment  debt 


to  disposable  income  has  stayed  at  about 
16%  for  more  than  a  year.  In  addition, 
because  consumers  didn't  borrow  much 
in  1992,  their  monthly  debt  payments 
have  been  greatly  reduced. 

PRODUCER  PRICE  INDEX  

Thursday,  Dec.  9,  8:30  a.m. 
Producer  prices  of  finished  goods  prob- 
ably rose  just  0.1%  in  November,  after 
falling  0.2%  in  October.  A  retreat  in 
gasoline  prices,  after  a  6.3%  surge  in 
October,  likely  offset  small  increases  in 
other  goods.  In  addition,  new-car  prices, 
which  had  fallen  3.9%  in  October,  prob- 
ably rebounded  a  bit.  Still,  inflation  at 
the  producer  level  is  on  track  to  show 
no  change  for  1993,  after  rising  just  1.6% 
in  1992  and  falling  0.1%  in  1991. 


CONSUMER  PRICE  INDEX  

Friday,  Dec.  10,  8:30  a.m. 
The  MMS  consensus  is  that  consi 
prices  rose  a  modest  0.2%  in  No 
ber.  Prices  increased  0.4%  in  Octie 
but  that  was  caused  mainly  by  a 
per-gallon  gas-tax  hike.  If  the  re 
price  drops  in  gasoline  and  heatin 
stick  through  most  of  December,  thu 
tal  consumer  price  index  may  post  '1' 
cline  this  month.  That  means  cons 
prices  for  1993  could  rise  at  the  !(- 
rate  in  seven  years.  Core  consw 
prices,  which  exclude  food  and  en  - 
probably  also  rose  0.2%  last  month,  tc 
advancing  0.3%  in  October.  The  coiijj 
flation  rate  will  likely  end  the  yeif 
3%— the  lowest  pace  in  two  decade! 
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''No.  1  in  Customer  Satisfaction." 

-Network  World/TeieChoice,  Inc.,  July  1993 

For  the  third  year  running,  the  readers  of  Data  Communications 
Magazine  have  declared  MCI  number  one  in  customer  service^ 
by  praising  what  they  call  our  "responsiveness  and. ..eager- 
ness to  help."  A  sentiment  also  shared  by  a  Network  World/ 
TeleChoice  user  survey,  which  found,  "MCI  achieved  the 
highest  end  user  satisfaction  scores"  in  service  support  of 
any  major  long  distance  carrier."To  find  out  why,  give  us  a  call. 
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DLY  FIRE 
AT  THE  FED 

SUDDENLY,  GREENSPAN  IS  DODGING  BUtLETS 


WILL  GREENSPAN 
A  PUSHOVER  FOR 
THE  CLINTONITES? 


Soon  after  President  Clinton  toolv 
office,  the  Wliite  House  began  a 
torrid — and  highly  public — court- 
ship of  Federal  Reserve  Board  Chairman 
Alan  Greenspan.  Clinton  aides  wooed 
the  Fed  chief  in  hopes  he  would  bless 
their  plan  to  cut  the  federal  budget  defi- 
cit. Greenspan,  perhaps  lobbying  for  re- 
appointment in  1996,  responded,  calling 
the  plan  "credible,"  and  even  served  as 
an  Administration  prop  when  he  sat  next 
to  First  Lady  Hillary  Rodham  Clinton  at 
the  State  of  the  Union  Address  in  Febru- 
ary. Since  then.  White  House  and  Fed 
economic  policies  have  been  in  synch, 
creating  an  unusually  long  honeymoon. 


Now  it  looks  as  if  the  relationship  has 
hit  its  first  rough  patch.  Strangely 
enough,  the  trouble  isn't  over  interest 
rates,  the  usual  source  of  friction  be- 
tween the  White  House  and  the  Fed.  In 
fact,  despite  a  building  economic  expan- 
sion, Greenspan  has  kept  interest  rates 
low.  Instead,  the  central  bank  finds  it- 
self on  the  defensive  over  its  role  as  a 
key  banking  regulator. 

Some  of  the  wiliest  politicos  in  the 
Administration  have  decided  to  go  after 
the  Fed.  Attorney  General  Janet  Reno, 
the  star  of  the  Clinton  Cabinet,  has  tak- 
en the  Fed  to  task  for  failing  to  aid  her 
high-priority   campaign   to   ferret  out 


lending  discrimination.   And  Trea  r 
Secretary  Lloyd  M.  Bentsen  on  No^ 
proposed  streamlining  banking  rejia 
tion,  which  would  strip  the  Fed  of  nc! 
of  its  oversight  of  banks.  Bentsen's  |  ' 
which  requires  congressional  appr- 
could  in  turn  provide  House  Ban 
Committee  Chairman  Henry  B.  Gon; 
(D-Tex.;,  a  Texas  populist  and  a  long 
Fed  critic,  with  a  platform  for  Fei 
forms  aimed  at  lifting  the  veil  frori 
central  bank's  secretive  deliberation 
These  attacks  on  what  has  beet 
invincible  institution  will  sorely 
Greenspan's  political  savvy.  Under  u 
A.  Volcker,  the  Fed  seemed  invulifa 
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But  Greenspan,  a  number-cruncher 
rade,  may  lack  Volcker's  political 
ess  and  passion  for  preserving  the 
;  regulatory  role.  "It  appears  the 
on  Administration  has  gotten  a  read 
reenspan  and  realized  he's  an  easy 
to  push  around,"  says  Bert  Ely,  an 
andria  (Va.)  bank- 
consultant.  "People 
esting  the  Fed  and 
ag  it  doesn't  stand 
ary  well." 

no,  for  instance, 
diplomatic  enough 
!r  appearance  at  a 
4  Senate  Banking 
nittee  hearing.  She 
ided  that  the  Jus- 
)ept.  may  be  partly 
ult  for  the  govern- 
;'s  poor  enforce- 


TURNING  UP  THE  HEAT 

The  White  House  has  courted  Fed  Chief 
Alan  Greenspan,  but  other  Democrats  are 
taking  him  on: 


of  laws  to  prevent  lending  bias, 
ihe  made  it  clear  that  the  Fed,  the 
ral  Deposit  Insurance  Corp.,  and 
iffice  of  Thrift  Supervision  had  not 
d  Justice's  probe  of  bank-lending 
mination.  And  she  singled  out  the 
important  of  the  three  uncoopera- 
•egulators,  declaring  that  the  fight 
st  bias  cannot  be  won  "without  the 
)articipation  and  assistance  of  the 
•al  Reserve  Board." 
MOVE.  Consider  a  merger  the  Fed 
ved  in  March  between  bank  hold- 
ompanies  based  in  Memphis  and 

Rock.  Only  four  months  earlier, 
omptroller  of  the  Currency,  whose 
ts  Reno  praised, 
;purned  a  similar 
er  between  the 
mies'  bank  subsid- 
because  of  the 

Rock  bank's  poor 
d  on  low-income 

according  to  Mi- 
bank  consultant 
3th  H,  Thomas. 

the  Nov.  4  hear- 
'ed  Governor  Law- 
B.  Lindsey  de- 

d    the  central 


LLOYD  BENTSEN 


The  Treasury  Secretary  has 
proposed  legislation  that 
would  consolidate  most  bank- 
ing regulation  into  an  indepen- 
dent "superagency"  called 
the  Federal  Banking  Commis- 
sion, which  would  restrict  the 
Fed's  power  to  regulate 
banks. 


HENRY  B.  GONZALEZ 


The  House  Banking  Commit- 
tee chairman  argues  that  the 
Fed  should  be  more  account- 
able. He  blasts  the  Fed  for  its 
secrecy  and  its  mostly  white 
and  male  makeup.  Treasury's 
legislation  would  give  Gonza- 
lez a  vehicle  for  some  of  his 
reforms. 


5  record,  saying  the  Fed  is  "work- 
irefully"  with  Justice.  But  outsid- 
jlieve  only  intense  Administration 
ire  is  forcing  the  Fed  to  focus  on 
sue.  On  Nov.  15,  for  instance,  the 
lenied  Shawmut  National  Corp.'s 
it  to  buy  a  smaller  New  Hamp- 
bank  and  based  its  decision  on 
nut's  spotty  record  for  lending  to 
'Or — a  move  activists,  bankers,  and 
senior  Treasury  officials  saw  as  a 
lal  sop.  "It  was  a  throwaway  deci- 
m  attempt  by  Greenspan  and  the 
I  governors  to  deflect  criticism," 
)eepak  Bhargava,  legislative  direc- 
r  the  community  group  ACORN. 


JANET  RENO 


Tlie  Attorney  General  has 
launched  a  probe  of  the  bank- 
ing industry  for  abuses  of  fair- 
lending  laws.  She  also  has 
complained  to  Congi"ess  that 
the  Fed  hasn't  cooperated 
fully  with  her  campaign  to  pe- 
nalize banks  with  poor  minor- 
ity lending  records. 


For  Greenspan,  the  fight  over  bank 
regulatory  authority  may  be  far  more 
important.  By  creating  a  new  Federal 
Banking  Commission,  Bentsen  hopes  to 
eliminate  duplicate  examinations  and  cut 
the  costs  to  banks  of  regulation.  The 
Fed  has  long  said,  though,  that  it  needs 
to  regulate  banks  to  gather  essential  in- 
formation needed  to  maintain  control 
over  the  nation's  monetary  policy  and 
financial  payment  system.  The  legisla- 
tion accommodates  those  concerns.  And 
Administration  officials  suggest  that  the 
Fed  is  using  monetary  arguments  to  dis- 
guise its  real  motive:  preserving  its  turf. 


Other  regulators  likely  will  present  a 
united  front  in  support  of  the  Treasury 
plan.  That's  partly  because  in  behind- 
the-scenes  regulatory  powwows,  some 
agencies  are  chafing  at  the  Fed's  domi- 
neering approach.  They  gripe  that  Fed 
officials  run  roughshod  over  their  col- 
leagues in  coordinating  banking  policy. 
"HOSTILE  MOVE."  Many  banks,  however, 
are  likely  to  line  up  on  Greenspan's  side. 
Privately  many  concede  they  like  having 
several  agencies  to  play  off  against  one 
another.  Chicago-based  Continental 
Bank  Corp.,  for  instance,  which  current- 
ly is  federally  chartered  and  reports  to 
the  Comptroller,  recently  moved  to  be- 
come a  state-chartered  bank  regulated 
by  the  Fed.  The  bank  says  the  switch 
would  save  $1  million  a  year  in  examina- 
tion fees.  But  one  regulatory  source  be- 
lieves the  bank  wants  out  partly  because 
the  Comptroller  last  year  nixed  a  move 
to  shift  capital  to  a  new 
financial  derivatives 
unit. 

Regulatory  streamlin- 
ing may  not  be  the  only 
feature  Greenspan  will 
resist.  Banking  experts 
expect  Gonzalez  to  tack 
on  to  the  bill  require- 
ments that  the  Fed  re- 
lease detailed  informa- 
tion about  its  monetary- 
policy  deliberations  and 
disclose  it  sooner.  Cur- 
rently, the  central  bank  releases  cryptic 
summaries  of  these  meetings  only  after 
another  session  has  taken  place — a  delay 
of  more  than  a  month.  Greenspan  is 
bending  slightly  on  this  issue,  too.  He 
recently  agreed  to  release  edited  tran- 
scripts of  Fed  meetings  held  more  than 
five  years  ago.  Gonzalez  termed  that 
"wholly  inadequate." 

The  Administration  contends  that  it 
has  strong  bipartisan  backing  for  its 
proposal  in  both  the  House  and  Senate. 
But  Greenspan  may  feel  compelled  to 
fight  such  an  affront  to  the  Fed's  au- 
thority. Some  Administration  officials 
worry  that  the  White  House  assault  on 
the  Fed  will  poison  their  relationship. 
The  Treasury  proposal  "is  a  very  hostile 
move,"  frets  one  Clinton  official.  "This 
will  be  a  big  fight  neither  side  needs." 

The  reason?  If  the  recovery  keeps  on 
picking  up  steam,  the  Fed  may  be  more 
inclined  to  raise  short-term  interest 
rates,  which  it  hasn't  changed  in  more 
than  a  year.  Administration  officials 
would  prefer  that  Greenspan  not  feel 
spurned.  But  the  honeymoon  between 
the  White  House  and  the  Fed  couldn't 
have  lasted  forever. 

By  Dean  Foust  and  Owen  UUmann  in 
Washington 
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WANTED:  A  MODERATE  ACADEMIC  WHO  'LOOKS  LIKE  AMERICA' 


ill  Clinton  is  about  to  get  a  crack 
at  dismantling  one  of  the  major 
economic  legacies  of  the  Rea- 
gan-Bush era:  The  conservative-leaning 
Federal  Reserve  Board.  All  seven  of 
the  Fed's  current  members  are  Repub- 
lican appointees.  That  will  change  on 
Jan.  31,  when  Governor  Wayne  D.  An- 
gell's  term  expires.  Angell  is  the  Fed's 
most  hawkish  inflation  fighter,  and  his 
replacement  by  a  more  moderate  Dem- 
ocrat could  shift  the  central  bank's  cen- 
ter of  gravity  away  from  aggressive 
inflation-fighting. 

Clinton's  top  eco- 
nomic advisers  have 
recommended  four 
candidates  to  replace 
Angell— all  Establish- 
ment Democratic 
economists,  BUSINESS 
WEEK  has  learned.  Se- 
nior Administration 
sources  say  Alice  M. 
Rivlin,  62,  deputy  di- 
rector of  the  Office  of 
Management  &  Bud- 
get, is  the  clear  top 
-though 
say  she  may 
the  job.  The 
prospects: 
Princeton  University 
international  specialist 
Peter  B.  Kenen,  61; 
George  L.  Perry,  59, 
of  the  Brookings  In- 
stitution; and  Van 
Doorn  Ooms,  59,  a 
longtime  congressio- 
nal aide  who  is  now 
vice-president  of  the 
Committee  for  Economic  Development 
(table).  The  problem:  Aside  from  Riv- 
lin, all  the  candidates  are  white  males. 
If  she  turns  down  the  job,  Clinton  or 
personnel  chief  Bruce  R.  Lindsey  may 
order  a  broader  search  to  come  up  with 
another  female  or  minority  candidate 
for  the  all-white,  almost-all-male  board. 

What  kind  of  governor  has  the 
White  House  been  looking  for?  None 
of  those  on  the  short  list  has  a  back- 
ground in  banking,  finance,  or  busi- 
ness. Instead,  the  Administration 
seems  to  favor  strong  academic  cre- 
dentials that  it  hopes  will  give  a  new 
governor  plenty  of  clout  with  other 
board  members.  "We're  looking  for 
somebody  who  would  maintain  the 
Fed's  traditional  role  of  guarding  the 
value  of  the  currency,  but  in  a  reason- 


able fashion,"  says  an  official  involved 
in  the  selection.  "We  don't  want  an 
extremist  in  either  direction — pro- 
growth  or  anti-inflation." 

A  middle-of-the-road  candidate 
should  minimize  problems  on  Wall 
Street,  where  relaxation  of  anti-infla- 
tion vigilance  could  rattle  the  bond 
markets.  Nor  would  such  a  person  stir 
controversy  on  Capitol  Hill,  where 
many  long  for  an  easier-money  policy. 
The  economists  on  the  list  are  "very 
mainstream,  noncontroversial,  and 
slightly  to  the  left  of  center,"  says  Da- 


choice- 
friends 
refuse 
other 


cc 


THE  FED'S  SHORT  LIST 


ALICE  RIVLIN  The  top  choice.  The  . 
deputy  director  of  the  Office  of  Man- 
agement &  Budget  is  respected  as  a 
solid  economist  with  moderate  views. 
The  question:  Will  she  accept? 


PETER  KENEN  The  runner-up.  With  a 
first-rate  mind  and  mainstream 
views,  this  Princeton  economist 
knows  international  monetary  policy.; 


GEORGE  PERRY  Longer  odds.  This 
Brookings  Institution  senior  fellow  has 
been  around  since  196  V,  when  he 
worked  for  JFK.  But  he  has  been 
passed  over  for  the  Fed  before. 


VAN  DOORN  OOMS  Also  longer 
odds.  Another  safe  Democratic  econ- 
omist who  heads  research  for  the 
business-funded  Committee  for  Eco- 
nomic Development. 
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THE  FED:  WHITE  MALE  BASTION 


vid  M.  Jones  of  Aubrey  G.  Lanston  & 
Co.,  a  government  securities  dealer. 
"Faced  with  a  close  call  over  interest 
rates,  I  think  all  of  them  would  come 
down  on  the  side  of  growth  over  infla- 
tion, and  with  Angell  gone,  that  could 
make  a  difference." 
FRUSTRATION.  All  four  have  a  good 
shot  at  confirmation.  They're  well-liked 
on  the  Hill:  "We  see  no  problems  for 
any  of  them,"  says  a  source  on  the 
Senate  Banking  Committee,  which  han- 
dles confirmation  of  Fed  governors. 

The  big  question  now:  Will  front-run- 
ner Rivlin  take  the  position?  Friends 
say  she's  unhappy  in  her  job  at  0MB, 
where  she  feels  she  lacks  clear  author- 
ity and  influence.  But  they  think  that 
she  would  be  bored  at  the  Fed. 

A  Rivlin  withdrawal  would  be  a 


problem  for  the  White  House. 
Fed's  record  on  minority  issues  is 
der  broad  attack  (page  34).  Ind( 
House  Banking  Committee  Chairn 
Henry  B.  Gonzalez  (D-Tex.)  on  De( 
assailed  the  Fed  system  nationwide 
being  a  largely  white  male  bastion, 
has  a  point.  The  current  Fed  board 
sists  of  six  white  men  and  one  w' 
woman,  and  the  presidents  of  all 
regional  Fed  banks  are  white  ma 
Clinton,  who  has  promised  a  govi 
ment  "that  looks  like  America," 
feel  pressured  to  find  a  woman  or 
nority  group  mem 
But  the  effort 
bring  more  diver 
to  the  Fed  has  aire 
frustrated  the  Clini 
ites.   Other  won 
considered — Coui 
of  Economic  Advii 
Laura  D 'Andrea 
son    and  Assist 
Treasury  Secret 
Alicia  H.  Munnell- 
dicated  they  wo 
rather  stay  in 
Administration  po 
The  search  commi 
also  found  little 
thusiasm  from  sev 
African  Americ 
sounded  out,  inclu( 
Franklin  D.  Rai 
vice-chairman  of 
Federal  Nati( 
Mortgage  Assn.; 
liam  H.  Gray  III, 
mer  House  Buc 
Committee  Chain 
and  current  presii 


of  the  United  Negro  College  Fund; 
Ford  Foundation  President  Franklii 
Thomas. 

For  Clinton,  the  political  balan 
act  involved  in  choosing  a  candidal 
only  a  tune-up  for  a  far  more  criP 
decision  he  will  face  in  March,  1^6 
when  Chairman  Alan  Greenspan's 
ond  four-year  term  expires  in  the 
die  of  what's  expected  to  be  a  re 
tion  campaign.  Faced  with  a  sin 
choice  in  1992,  Bush  reappoii 
Greenspan.  But  he  may  have  rued 
day:  High  interest  rates  helped 
Clinton  into  the  White  House.  Bi 
fate  is  a  reminder  that  Fed  g( 
nors — like  Supreme  Court  justic 
don't  always  turn  out  the  way  P 
dents  who  appoint  them  expect. 

By  Owen  Ullmayin  in  Washiyi 
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SANDS  OF  JOBS  COULD  BE  ELIMINATED— ON  TOP  OF  LAYOFFS  ALREADY  SET 


WHIRLWIND  HITS 
&T  LONG  DISTANCE 


boss  Joe  Nacchio  demotes  an  ad  agency  and  aims  his  ax  at  costs 


seph  P.  Nacchio  clearly  doesn't 
'aste  time.  Just  a  few  months  into 
is  job  as  head  of  American  Tele- 
I  &  Telegraph  Co.'s  consumer  long- 
ice  business,  he  has  already  made 
ark.  First,  he  killed  the  division's 
sing  marketing  campaign,  called 
Plan."  Then,  he  demoted  NW  Ayer 
;he  longtime  AT&T  ad  agency  that 
up  with  the  concept  and  put  a  new 
in  its  place.  Next,  he  hired  a  new 
'  marketing  executive  from  the 
mer-products  industry. 
V,  Nacchio  is  laying  plans  to  slash 
at  his  division,  possibly  by  elimi- 
:  thousands  of  jobs.  He  won't  be 
ic,  but  The  Wall  Street  Journal 
ed  on  Dec.  1  that  the  cuts  could 
as  many  as  4,500  of  the  unit's 
jobs.  Analysts  called  that  esti- 
high,  but  say  significant  job  cuts 
0  be  made. 

WANDATE.  This  whirlwind  of  activi- 
isn't  unexpected.  Nacchio  was 
president  of  AT&T's  Consumer 
■  ;unications  Services  in  August 
a.  widely  publicized  mandate  to 
things  up.  The  division,  which  ac- 
for  $20  billion  of  AT&T's  $65  bil- 
'  annual  revenues,  has  been  losing 
t  share  to  MCI  Communications 
and  Sprint  Corp.  for  years. 
■  CEO  Robert  E.  Allen  needs  to  end 
•osion  of  AT&T's  core  business.  A 
■yi  ason:  Consumer  long  distance  is 
e  ;h  cow  that  has  allowed  Allen  to 


pursue  such  grand  schemes  as  .\t&t's 
$12.6  billion  takeover  of  McCaw  Cellular 
Communications  Inc.  "In  the  past  year, 
with  the  failure  of  the  i  Plan,  that  cash 
cow  has  been  at  risk,"  says  analyst 
Berge  Ayvazian  of  telecom  market  re- 
searchers Yankee  Group  Inc. 

Nacchio,  a  fast-talking,  44-year-old 
Brooklyn  native,  established  a  reputa- 
tion for  turnarounds  as  president  of 
AT&T's  business  long-distance  unit. 
There,  he  quickly  matched  discount-pric- 
ing plans  from  rivals  and  speeded  up 
customer  service  for  such  things  as  in- 
stalling new  lines.  He  also  cut  costs,  al- 
lowing the  company  to  slash  rates  by 
about  30%  overall  while  maintaining 
profit  margins.  These  moves  reversed  a 
market-share  loss,  says  Ayvazian. 

But  Nacchio  has  his  job  cut  out  for 
him  at  the  consumer 
long-distance  division. 
MCI,  with  its  Friends  & 
Family  plan,  and  Sprint, 
with  The  Most,  have 
been  siphoning  off  mil- 
lions of  AT&T  custom- 
ers. Both  plans  offer 
discounts  to  frequently- 
called  numbers,  some- 
thing AT&T  still  hasn't 
matched.  And  Nacchio 
won't  find  the  problems 
as  easy  to  fix  as  those 
in  business  long  dis- 
tance, where  he  could 


WHERE  AT&T  STANDS 
IN  LONG  DISTANCE 

SHARE  OF  REVENUES  FROM  THE  U.S. 
CONSUMER  LONG-DISTANCE  MARKET 


devise  unique  calling  plans  for  the  500  or 
so  major  customers  that  produce  half 
the  division's  revenues.  Now,  he  must 
please  millions  of  individual  households. 
Nacchio  is  blunt  when  assessing 
AT&T's  past  responses  to  its 
rivals'   marketing  coups. 
"We're    not    known  for 
speed — it  took  us  22  months 
to  respond  to  Friends  & 
Family,"  he  said  in  a  recent 
meeting  with  reporters.  And 
the  response  was  the  poorly 
received  i  Plan.  The  "i" 
stood  for  individual,  which 
signified  that  calling  plans 
were  supposed  to  be  tailored 
to  a  customer's  needs.  But 
the  campaign  and  its  vague- 
ly worded  commercials  only  confused 
consumers.  Now,  a  new  ad  campaign  is 
under  development.  And  under  his 
watch,  he  boasts,  the  consumer  long-dis- 
tance division  matched  a  new  MCI  inter- 
national calling  plan  in  a  week. 

Nacchio  doesn't  just  want  to  react  to 
his  nimbler  competitors.  "You  don't  have 
to  be  a  brain  surgeon  to  match  a  pricing 
plan,"  he  says.  Instead,  he  wants  AT&T 
to  lead  with  marketing  innovations.  One 
thing  he  is  looking  at  is  targeting  niche 
markets,  such  as  people  for  whom  En- 
glish is  a  second  language  or  customers 
in  particular  regions,  with  customized 
pitches  and  pricing  plans.  To  do  this,  he 
hired  a  new  chief  information  officer, 
Alan  Jones,  who  will  slice  and  dice  the 
reams  of  computerized  customer  data 
the  division  controls,  and  a  new  market- 
ing vice-president,  Dan  Clark,  who  had 
worked  at  RJR  Nabisco  Inc.  and  PepsiCo 
Inc.  "We  have  to  become  the  premier 
consumer  marketing  company,"  he  says. 
MORE  HEAT.  Meanwhile,  Nacchio,  who 
works  16-hour  days,  is  focusing  on  his 
division's  costs  as  well.  The  layoffs  he  is 
planning  could  save  hundreds  of  millions 
of  dollars  in  annual  operating  costs. 
They  would  come  on  top  of  an  announce- 
ment last  year  to  lay  off  about  one-third 
of  AT&T's  18,000  operators  and  supervi- 
sors over  the  next  several  years  and  a 
program  by  AT&T's  NCR  Corp.  to  elimi- 
nate 7,500  workers  by  next  year. 

 1     But  a  leaner,  quicker 

AT&T  consumer  long-dis- 
tance business  still 
faces  two  big  obstacles: 
MCI  and  Sprint.  Those 
competitors  are  not 
about  to  give  up  their 
hard-won  market  share 
to  AT&T.  If  anything, 
the  noise  and  heat  from 
the  three-way  battle 
will  intensify  next  year. 
And  the  real  winners 
will  be  consumers. 

By  Bart  Ziegler  in  New 
York 
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IT  NIAY  BE  A  COLD  WINTER 
FOR  OIL  PRICES 


OPEC  squabbling  means  cheap  oil — and  big  trouble  for  independents 


GROWTH 


DELIVERY  DAY:  PRICES  ARE  AT  THEIR  LOWEST  LEVELS  IN  ALMOST  FOUR  YEARS 


When  the  opening  bell  rang  at 
the  New  York  Mercantile  Ex- 
change on  Monday,  Nov.  29, 
oil  traders  were  prepared  for  the  worst: 
Four  days  earlier,  in  the  face  of  weak 
demand,  OPEC  had  failed  to  agree  on  pro- 
duction cuts.  The  worst  was  what  the 
traders  got.  At  the  end  of  a  day  of  fran- 
tic trading,  the  January  crude-oil  con- 
tract had  plunged  by  7'/J,  to  $15.31,  its 
lowest  level  in  almost  four  years.  In  the 
next  two  days,  it  recovered  only  slightly. 

Few  expect  a  quick  turnaround.  Oil 
prices  are  heading  south  with  a  ven- 
geance this  winter.  Per-barrel  prices 
have  been  swinging  between  $15  and  $22 
since  1987,  but  this  time  traders  worry 
that  the  hibernation  in  prices  may  be 
long.  "There's  nothing  to  suggest  we've 
seen  the  lows,"  says  Lawrence  Goldstein 
of  New  York-based  Petroleum  Industry 
Research  Associates  Inc. 
DROPOUTS.  Consumers  benfit  from  the 
decline.  And  Big  Oil  isn't  hkely  to  be 
hurt  much  by  the  plunge,  either.  That's 
because  most  major  companies  are  net 
buyers  of  oil,  so  lower  prices  initially 
boost  profits.  For  small  independents, 
though,  it's  another  story.  "If  oil  stays 
at  $15,  lots  of  independents  are  going  to 
drop  by  the  wayside,"  says  Bruce  An- 
derson, head  of  Houston-based  Bruce 
Anderson  Oil  &  Gas  Properties. 


'85 

▲  PERCENT 

DATA:  INTERNATIONAl  ENERGY  AGENO, 
PURVIN  X  GERT7  INC 


Why  can't  OF'EC  get 
prices  back  on  an  upward 
swing?  The  main  reason: 
anemic  economies  world- 
wide. So  far  this  year, 
says  the  Paris-based  In- 
ternational Energy  Agen- 
cy, world  oil  demand  is 
down  0.37'  from  1992  and 
shows  no  sign  of  a  pick- 
up. U.  S.  demand  is  still  relatively 
strong.  But  demand  is  down  in  oil-depen- 
dent Japan,  and  recession-wracked  Eu- 
rope isn't  doing  any  better.  Laments 
Franco  Bernabe,  CEO  of  Italy's  state- 
owned  energy  giant,  ENI:  "This  is  the 
first  time  in  20  years  I  haven't  seen  any 
growth.  It's  abysmal."  The  outlook  for 
next  year:  "It  could  get  worse,"  says 
Vahan  Zanoyan,  senior  director  of  con- 
sultants Petroleum  Finance  Co. 

Nearly  as  vexing  for  OPEC  is  expand- 
ing production  by  nonmember  countries, 
such  as  Norway,  Britain,  and  Mexico. 
OPEC  continues  to  gain  market  share  for 
now  (chart).  But  since  the  cartel  agreed 
last  September  to  fix  its  output  ceiling 
at  24.52  million  barrels  a  day  to  help 
firm  prices,  non-OPEC  producers  have 
compounded  the  downward  price  pres- 
sure by  turning  on  their  taps. 

Take  the  North  Sea.  Norwegian  and 
British  wells  are  pumping  at  record  lev- 


els, up  25%  since  1990.  Alaskan  pro 
tion  is  up  10%  since  July,  thanks  to 
wells  coming  on.  And  new  entries  in 
world  oil  patch  such  as  Yemen,  Co 
bia,  and  Syria  are  all  hoping  to  eat 
OPEC's  share  of  the  pie.  In  1992 
1993,  notes  Pierre  Terzian  of  Paris-b 
Petrostrategies,  non-OPEC  produ 
added  700,000  barrels  a  day  of  new 
plies — while  OPEC  managed  only  400 
Next  year,  he  predicts,  OPEC  might 
be  able  to  add  any  new  exports  at 
Longer  term,  Iraq — until  the  gulf 
the  cartel's  No.  2  producer — could  ac 
the  oversupply.  On  Nov.  26,  Bag 
announced  it  will  accept  long-term  r 
toring  of  its  weapons  sites  by  U.  ^ 
spectors,   increasing  pressure  on 
U.  N.  to  lift  sanctions  against  Irac 
sales.  Under  discussion:  a  one-time 
of  $1  billion  or  more  in  Iraqi  oil. 
SLASHED  BUDGETS.  Pressure  on  OPi; 
building.  In  theory,  the  cartel  cani 
out  a  price  slump.  That's  because  it 
erally  costs  more  to  extract  oil  in  p 
such  as  the  Gulf  of  Mexico  and 
North  Sea  than  it  does  in  the  deser^^ 
Arabia  or  North  Africa. 

But  U.  S.  and  European  oil  comp 
have  been  closing  the  gap.  They'vi 
costs  dramatically 
new  technological 
vances,  such  as  3-D 
mic  modeling  of  ge( 
cal  formations  and 
deep-sea  drilling 
ni(;ues,  are  allowing 
panies  to  slash  the! 
ploration  and  prodi 
budgets  while  openii 
once  forbidding  v 
territory.  At  offi 
wells  in  the  North 
production  costs  are 
less  than  $10  a  barr 
about  $15  a  barrel  10  years  ago. 

Of  course,  if  prices  continue  to 
OPEC  could  yet  bite  the  bullet  and 
down  on  production.  That  has  Ch||rj( 
Corp.  economist  Tom  Burns  pred; 
that  prices  will  bounce  back  to  an 
age  of  around  $19  next  year,  the 
as  for  most  of  this  year.  "Every 
OPEC  has  faced  a  cyclical  low,  it  h; 
sponded  by  patching  over  its 
ences,"  he  says. 

Most  likely,  however,  OPEC  will,  it 
for  economic  recovery  to  light  a  fi^, 
der  demand.  "There's  an  old  Aral 
ing  that  if  you're  stupid  enough  1 
on  top  of  the  tiger,  you  might  as 
ride  it  for  a  while,"  says  Petroleu 
nance's  Zanoyan.  "It's  too  earl; 
OPEC  to  react."  Given  the  many 
ward  forces  on  oil  prices,  OPEC';' 
may  be  just  beginning. 

By  John  Rossant  in  Rome,  with' 
Burrows  in  Dallas 
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IITED  WE  SIT 
.  AND  HAGGLE 


3ut  talks  go  on  because  both  sides  fear  the  alternatives 


>  the  deal  that  won't  die.  Just  two 
seks  after  all  sides  pronounced  the 
iployee  bid  to  buy  United  Airlines 
;xtinct,  the  carrier's  management 
nions  met  on  Nov.  30  to  launch  yet 
er  round  of  talks, 
at  brought  them  back  together? 
'ealized  that  the  alternatives  would 
everyone  worse  off.  The  unions 
to  lose  thousands  of  jobs  if  the 
.ny  turns  instead  to  an  ambitious 
cturing  plan.  Better,  they  figured, 
am  to  the  table  with  new  ideas — 
y,  improving  on  their  $140-a-share 
3r  taking  less  than  the  60%  stake 
ad  insisted  on  before, 
ed  management  had  good  reason 
•t  talking  again,  too.  Its  proposed 
j  ;turing  plan,  which  involves  spin- 
j  ff  the  carrier's  short-haul  routes 
ur  new  companies,  is  fraught  with 
ndeed,  internal  company  studies 
;d  by  BUSINESS  WEEK  suggest  that 
rrier  would  make  less  than  2.5% 
ng  profits  through  1998.  "They 
2reate  the  next  Pan  Am,"  says 
1  Boyd,  the  president  of  Aviation 
is  Research  Corp.,  an  industry 
ant  in  Golden,  Colo. 
IG  POINT.  The  two  sides  still  must 
way  to  close  the  gap  between 
\t  the  Nov.  30  meeting  in  New 
anion  officials  and  United  chief 
legotiator  Paul  George  resolved 
Hit  utstanding  issues  about  proposed 
w  'or  pacts  and  the  rules  that  would 
the  board  of  directors  after  a 
"For  the  first  time,  they 
ft  .'ally  responsive,"  says  a 
'K  jurce. 

ill  lext  day,  United  Chairman  Ste- 
ffi' I.  Wolf  and  President  John  C. 
)e  it  down  with  union  leaders  to 


tackle  the  central  sticking  point:  price. 
Company  officials  say  privately  that 
they  want  close  to  $180  a  share.  The 
International  Association  of  Machinists 
(lAM)  has  proposed  breaking  the  logjam 
by  accepting  less  than  50%  for  the  $5.5 
billion  in  wage  and  benefit  concessions 
the  unions  have  offered,  according  to 
union  sources.  The  pilots,  however,  insist 
on  a  majority  shareholding;  they  say 
they  might  cede  more  concessions  in  re- 
turn. The  problem  is,  the  machinists, 
who  make  less  than  half  what  pilots 
earn,  don't  want  to  give  up  any  more. 

That's  where  the  flight  attendants 
may  help  out.  They  walked  away  from 
the  buyout  on  Sept.  30,  after  United 
opened  a  foreign  flight-attendant  base 
that  deprives  U.  S.  union  members  of 
jobs.  Now,  they  want  back  in.  Since  the 
attendants  already  had  agreed  to  con- 
tribute some  $600  million  in  concessions, 
their  participation  could  allow  the  unions 
to  raise  their  bid.  If  United  comes  down 
a  little,  the  two  sides  might  meet  some- 
where in  the  middle. 

Certainly  the  company  has  reason  to 
compromise.  Although  the  inter- 


SPIN-OFFS 


WEST  COAST 

$0.7 

EAST  COAST 


MIDWEST 

$1.3 


DATA;  BOOZ  ALIENS  HAMILTON  INC. 


nal  studies  say  that  a  restructured  Unit- 
ed would  be  worth  at  least  $183  a  share, 
the  studies  also  indicate  that  the  new 
core  airline  likely  would  fare  worse  than 
the  spin-offs.  'The  basic  restructuring 
plan,  drawn  up  by  United  staffers  and 
consultants  from  Booz  Allen  &  Hamilton 
Inc.,  envisions  the  spin-off  of  four  re- 
gional carriers  that  would  operate  short- 
haul  flights  representing  25%  of  Unit- 
ed's  revenues  (chart).  The  spin-offs 
would  rake  in  operating  profits  of  13% 
to  22%,  according  to  Booz  Allen. 
KITCHEN  QUARREL.  The  study  doesn't 
project  what  the  profits  would  be  at  the 
remaining  75%  of  the  airline,  which 
would  consist  primarily  of  transcontinen- 
tal and  international  routes.  However, 
it's  possible  to  get  a  rough  estimate  of 
what  might  happen.  A  separate  analysis 
by  investment  bankers  First  Boston 
Corp.  includes  overall  operating-profit 
projections  for  the  combined  entities 
through  1998.  Take  out  the  share  that 
Booz  Allen  attributes  to  the  four  spin- 
offs, and  what's  left  is  a  company  mak- 
ing a  mere  2.57('  in  operating  profits.  In 
other  words,  the  core  airline  would  be  in 
the  same  sorry  shape  it  is  today:  suffer- 
ing from  low  profits  and  few  prospects 
for  growth.  United  declined  to  discuss 
its  internal  studies. 

Despite  the  incentive  for  United  and 
labor  to  cut  a  deal,  the  barriers  prevent- 
ing a  buyout  remain  high.  The  first  at- 
tempt foundered  in  part  because 
United  carried  out  its  threat  to 
sell  its  flight  kitchens  to 
Dobbs  International  Services 
Inc.,  which  will  cost  the  lAM  5,200  jobs. 
The  lAM  still  insists  that  the  kitchen  deal 
be  abrogated,  which  United  could  do  if  it 
was  willing  to  face  a  breach-of-contract 
suit.  But  the  company  has  made  no 
promises. 

Still,  the  alternative,  filled  with  pros- 
pects of  labor  strife  and  financial  risk,  is 
hardly  promising  either.  Perhaps  if 
the  two  sides  talk  long  enough, 
they'll  find  a  way  out  of  the  quagmire. 

By  Kevin  Kelly  in  Chicago  and  Aaron 
Ber-nstein  in  New  York 


BUSINESS  WEEK/DECEMBER  13,  1993  39 


P  u  t  t  i  n  g     I      a  g  I  n  9  t  i 


>ni(J1&t  tiiiiif)"""!!  Torpor. 


.111  Ckiipor.Mlion,  IU93,  Thf-  DIGITAL  Logo  and  Alpliii  AXP  ;ire  trarloiTiarks  ol  Digilal  EiiLiipmcnl  a)rp(.)ralion.  Windows  nrid  Windows  NT  are  Irademarks  ol  Microsofl-Corf 
1  arc  IradetTliWKf  of  iqliol  Corporation.  PowerPC  i!i  a  Iradornark  ol  IBM.  .  " 


Imagine  A  Microprocessor 
That  Makes  Windows  NT  Fly. 

||W||  That's  Alpha  AXR 

llliH^ji-si-oii   You're  going  to  blaze  some  new  trails 
with  the  mainframe  power  of  Windows  NT.™  Don't 
compromise  it.  Run  it  on  the  fastest  vehicle  you  can 

get— an  Alpha  AXP'"  microprocessor.  Choose  from  a 
family  of  fast  server  microprocessors  with  performance 

as  high  as  170  SPECInt,  more  than  twice  that  of 
Pentium'"  or  PowerPC™ — and  priced  to  compete.  Or 
choose  from  low-cost  desktop  PC  microprocessors  with ; 

prices  that  start  below  an  i486.™  Alpha  AXP  runs^ 
Windows  NT  with  thundering  ||MTrTrr¥Tr^ 

speed,  as  well  as  your  HBSBlmBllM^a 

existing  DOS/Windows™  |^^^^j|l|OB|^B 


the  beginning  of  a  long-term  ^^^^^f^^f^^fM 
architecture  based  on  a  a^^^HMMMM 

scalable  RISC  design  and  standards  like  the  PCI  local 
1^    bus.  Available  to  any  PC  maker—  from  us  now, 
and  in  1 994  from  our  second  source  Mitsubishi 
lidL^  Electric  Corp.  The  decision  with  Windows  NT  is 
^^Bk    simple.  On  other  microprocessors,  it  runs. 
'  '^^^l^k     On  Alpha  AXR  it  flies.  Which  way  would 
you  rather  cover  new  ground?  Call  your 
W^^Mf^^^        maker  and  ask  about  the  Alpha 
^"  AXP  family.  Or  call  us  at  1  -800-332-271 7— 

.  ||  and  kick  start  your  future. 


W  0  r  k 


fW(Bi(P  8BH(P  HBS^R  ^^^^^WJ 
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DEALS I 


THE  PARAMOUNT  BOUT:  BOTH 
SIDES  COULD  TAKE  IT  ON  THE  CHIN 


Doubts  about  Diller  and  resentment  of  Redstone  mav  leave  scars 


Investor  Mario  Gabelli  likens  the  take- 
over battle  for  Paramount  Communi- 
cations Inc.  to  a  colossal  corporate 
baseball  game.  Now,  says  Gabelli,  the 
contest  has  been  halted  in  the  ninth  in- 
ning by  "debris  on  the  field."  He's  talk- 
ing about  a  lot  more  than  beer  cups  and 
hot-dog  wrappers. 

On  Nov.  24,  a  Delaware  Chancery 
Court  threw  out  key  provisions  of  Via- 
com Inc.'s  original  merger  deal  with  Par- 
amount that  would  have  given  the  com- 
pany an  edge  over  rival 
bidder  QVC  Network 
Inc.  Rebuking  Para- 
mount Chairman  Martin 
S.  Davis  and  his  invest- 
ment bankers  at  Lazard 
Freres  &  Co.,  Vice- 
Chancellor  Jack  Jacobs 
ruled  that  they  didn't 
properly  assess  Qvc's 
offer,  which  now  stands 
at  roughly  $380  million 
more  than  Viacom's  bid. 

Davis  and  Lazard 
aren't  the  only  ones 
who  may  come  out 
smarting.  As  Para- 
mount and  Viacom 
scramble  to  appeal  the 
ruling  in  Delaware  Su- 
preme Court,  media  ex- 
perts say  the  duel  could 
damage  both  Viacom's 
Sumner  M.  Redstone 
and  qvc's  Barrj-  Diller. 
Measured  by  its  impact 
on  reputations  and  fu- 
ture opportunities,  this 
!  tattle  could  be  as  costly 
I'   the  loser  as  to  the 

inner.  Says  one  leading  media  invest- 
n; -nt  banker:  "Both  companies  have  ir- 
re  •  icably  changed  their  destinies  by  go- 
inj.  nto  this  deal." 

GR'  M  EXPECTATIONS.  Who  has  more  to 
lost  Media  analysts  and  rival  execu- 
tive; differ  sharply.  But  on  balance, 
Dille  may  face  the  lougher  comeback  if 
his  bi  for  Pa  amount  fails.  That's  be- 
cause -esters  bid  up  qvc's  stock  on 
the  exp  .tation  that  the  creator  of  Fox 
Broadcasting  Co.  would  do  similarly 
great  thing  ith  his  home-shopping  net- 
work. True,  s  stock  will  get  a  short- 
term  boost  ii  )iller  doesn't  have  to  ante 
up  $10.2  billion.  But  longer  term,  says 


Porter  Bibb,  an  investment  banker  at 
Ladenburg,  Thalmann  &  Co.,  "QVC's 
stock  is  a  promotion,  and  it  will  be  de- 
flated if  QVC  boils  down  to  a  home-shop- 
ping network." 

No  question,  home  shopping  is  still  a 
vibrant  business.  QVC's  operating  income 
jumped  20%  in  the  first  nine  months  of 
1993,  to  $99.1  million,  on  revenues  of 
$849.6  million.  Yet  several  executives  fa- 
miliar with  Q\'C  wonder  whether  Diller 
has  developed  enough  of  a  feel  for  re- 


WikGES  OF  DEIEiir 

what  the  contenders  could  face  if  they  lose  Pardmouht 


QVC    N  ET  WO  R  K 

Its  stock  price  could  drop,  as  investors 
come  to  see  the  compony  os  an  invest- 
ment vehicle  without  an  investment. 
Fees  for  lav/yers,  investment  bankers, 
and  public-relations  experts  could  total 
more  than  $50  million. 


VIACOM  m 

Its  relationships  in  the  cable  industry 
are  questionable,  thanks  to  a  raft  of 
lawsuits  filed  by  Chairman  Redstone.  It 
could  also  become  a  takeover  candi- 
date, since  its  small  size  limits  its  ability 
to  compete  with  multimedia  giants. 


insist  that  a  merger  could  still  happ; 
The  trouble  is,  HSN  is  controlled  by  > 
of  Diller's  key  shareholders,  John  C.  '.i 
lone.  And  Viacom's  Redstone  has  turn 
Malone  into  a  lightning  rod  for  fedr 
regulators  by  filing  an  antitrust 
against  him  and  QVC.  "One  thing  F! 
stone  has  probably  done  is  to  separ 
Malone  and  Diller,"  says  Peter  Siris; 
retailing  analyst  at  UBS  Securities  In 
"UNFORGIVABLE."  The  same  issue  coi 
dog  Diller  if  he  decides  to  bid  for  ant^ 
er  entertainment  company,  as  many 
ser\'ers  expect  he  would.  Among 
possible  targets:  Matsushita  Electrii- 
dustrial's  MCA  or  Sony's  Columbia 
tures.  But  even  if  they  wanted  to  • 
Diller  might  end  up  competing  with  a 
lone.  Indeed,  Malone,  who  runs  Te 
Communications  Inc.,  has  already  tah 
to  both  about  buying  an  equity  stak 
If  Redstone  has  complicated  Dill'- 
plans,  he  has  har  ■ 
made  his  own  life  . 
er.  In  suing  Malon^ 
ble  TV's  preeminei: 
ecutive,  on  the  u 
issue  of  antitrust, 
com  has  alienated  n 
people  in  the  indu^ 
"It's  one  thing  for 
siders  to  bash  cal 
says  a  rival  execute, 
"but  when  someone^ 
side  the  industry  ces 
it,  that's  unforgivah." 

Even  after  the  ' 
settles,  Redstone 
probably  get  a  coo 
ception  from  his  ^ 
peers.  That  won't 
ter  much  to  Viaci 
established  cable 
works,  MTV  and  Ni' 
odeon.  But  rival  e\ 


tailing  to  broaden  his  franchise.  In  a 
Dec.  1  announcement,  QVC  trumpeted  its 
new,  upscale  Q2  channel  as  the  first  of  a 
series  of  market-segmented  channels. 
But  observers  note  that  Diller  has  re- 
cruited programmers  rather  than  home- 
shopping  veterans  to  start  up  Q2.  One 
result,  they  say,  is  that  the  channel  is 
struggling  to  find  vendors.  Q2  President 
Candice  Carpenter  says  she  has  already 
lined  up  Nike  Inc.  and  other  companies. 

What's  more,  Diller  may  have  lost  his 
most  obvious  avenue  of  growth:  He 
probably  won't  be  able  to  rekindle  merg- 
er talks  with  archrival  Home  Shopping 
Network  Inc.  Executives  close  to  Diller 


tives  say  c 
operators  may  ^ 
new  ventures,  sue: 
spin-off  channels 
MTV.  And  they  c 
rally  behind  compi 
services,  such  as  a 
sic-video  and  home-shopping  channe 
nounced  by  TCI  and  Bertelsmann. 

Redstone  would  certainly  be  in  a 
ter  position  to  mend  fences  if  he 
trolled  a  goliath  such  as  Paramount 
com.  That  may  explain  why  i 
observers  expect  the  bidding  for  Ira 
mount  to  go  another  round,  regan'? 
of  how  the  Delaware  court  rules.  I 
and  Redstone  may  have  different 
tives:  One  sees  the  deal  as  the  kt 
making  his  reputation;  the  other, 
capstone  to  his  career.  But  on  this  ] 
they  seem  to  agree:  The  price  of  fa 
will  be  more  than  a  bruised  ego. 

By  Mark  Landler  in  New 
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Braun  Flex 
Control.  It 
knows  your 
face  almost 
as  well  as  you 
,  do.  In  fact, 
there  isn't 
a  curve  or  an 
angle  on  your 
face  that  Braun 
Flex  Control  can't 
adjust  to.  What's 
the  secret?  The 
unique  pivoting 
head.  It  automati- 
cally adjusts  the 
I  twin  foils  to  every  con- 
tour of  your  face,  ensuring 

continuous  contact  with 


your  skin,  to  give 
you  the  best  Braun 
shave  ever  Under 
your  nose.  Under 
your  chin.  Under 
your  lip.  There's 
an  extendable  long 
hair  trimmer  too,  for 
precision  cutting  of 
mustache  and  side- 
burns. Like  all 
„  Braun  rechargeable 
shavers,  Braun  Flex 
Control  recharges 
quickly  for  up  to 
14  days  of  cord- 
less shaving. 
You'll  also  be 
impressed  by 
the  way  it  com- 
bines advanced 
technology  with 
an  attractive, 
functional  design - 
you'll  love  the 
natural,  comfort- 
able way  it  sits 
in  your  hand. 


Braun 

Flex  Control. 
Nobody 
knows  your 
face  better. 


SRflun 

ned  to  perform  better. 


Braun  Flex  Control. 

The  first  electric  shaver 

with  a  pivoting  head. 


PATENTS I 


GUNPLAY  ON 
INTERACTIVE  TV 


Makers  of  video  controllers  go  to 
court — and  it  looks  like  a  long  war 


The  first  shots  have  been  fired  in  a 
battle  to  control  an  on-ramp  to  the 
Information  Superhighway.  Four 
companies,  each  seeking  to  become  the 
dominant  supplier  of  an  electronic  inter- 
active television  guide,  have  filed  five 
patent  lawsuits  against  one  another 
since  Oct.  15.  And  more  are  coming. 

At  stake:  the  billions  of  dollars  view- 
ers will  pay  for  services  that  help  them 
navigate  interactive  T\'.  The  technology, 
now  being  tested  in  several  markets,  lets 
viewers  select  individual  shows  or  pro- 
gramming categories  from  an  on-screen 
menu  and  create  a  personal  schedule  for 
future  viewing.  "Our  product  tells  you 
what  you're  watching  and  where  you 
want  to  go,"  says  Michael  Faber,  chair- 
man of  StarSight  Telecast  Inc.,  a  seven- 
year-old  venture  in  Fremont,  Calif.,  that 
initiated  the  litigation  frenzy. 

StarSight,  whose  partners  include  Via- 
com International,  Cox  Communications, 
and  Tribune,  first  sued  rival  Gemstar 
Development  Corp.,  alleging  infringe- 
ment of  patents  that  let  consumers  surf 
through  500  channels  and  view  or  record 
programs.  StarSight,  which  says  it  spent 
$20  million  developing  its  technolog\', 
also  sued  Tulsa-based  United  Video  Sat- 
ellite Group  Inc.  and  its  subsidiary 
Trakker  Inc.  for  infringement  after 
those  companies  sued  StarSight. 
MORE  TO  COME.  Gemstar,  based  in  Pasa- 
dena, Calif.,  countered  with  two  suits  on 
Nov.  15  and  Nov.  17,  charging  StarSight 
with  both  patent  infringement  and  anti- 
trust violations.  The  disputes  go  to  the 
heart  of  all  the  companies'  businesses: 
the  defining  technolog}'  that  enables 
consumers  to  store  and  recall  electronic 
T\'  listings.  Should  Gemstar's  patent 
prove  legally  enforceable,  "then  all  elec- 
tronic interactive  TV  guides  infringe  on 
it,"  says  Chairman  Henrj'  C.  Yuen. 

The  early  suits,  say  experts,  mark  the 
start  of  a  drawn-out  turf  war.  "What 
you  have  are  only  the  first  of  many  bat- 
tles to  come  over  who  will  have  the  pre- 
vailing infrastructure  on  software  that 
250  million  Americans  will  use,"  explains 
Steven  D.  Glazer,  a  New  York  intellec- 
tual-property law^'er.  After  the  court- 
room dust  settles,  though,  an  even 
tougher  test  awaits:  wooing  viewers. 

By  Linda  Hinielstein  in  Neiv  York,  uith 
bureau  reports 


TESTING  THE  MICROSOFT  PROGRAMS:  SO  FAR,  SMALLER  RIVALS  HAVE  PREVAILED 


WILL  KIDS  FIND 
MICROSOFT  COOL? 


It's  launching  programs  for  them  in  hopes  of  cracking  the  home  mar 


Can  William  H.  Gates  III,  the  38- 
year-old  billionaire  chief  executive 
of  Microsoft  Corp.,  learn  to  think 
like  a  kid? 

Gates  has  run  circles  around  execu- 
tives twice  his  age,  leading  his  $3.8  bil- 
lion company  to  the  top  of  the  business 
software  industry.  But  he  has  barely 
cracked  the  growing  home  market.  On 
Dec.  7,  Gates  begins  his  assault  with 
two  software  packages  specifically  de- 
signed for  kids:  a  writing  program  called 
Creative  Writer  and  a  drawing  package 
called  Fine  Artist. 

Microsoft  is  one  in  a  crowd  of  develop- 
ers looking  to  tap  into  the  fast-growing, 
$2.8  billion  market.  In  November,  Word- 
Perfect Corp.  announced  it  will  target 
home  PCs  with  its  Main  Street  software. 
Others  are  right  behind.  "The  number  of 
new  products  coming  out  in  the  next  12 
months  is  staggering,"  says  Peter  J. 
Rogers,  an  analyst  with  Robertson,  Ste- 
phens &  Co. 

Microsoft  itself  expects  to  unveil  more 
than  100  home  products  within  two 
years.  But  Gates  concedes 
that  success  will  require 
new  thinking  at  Microsoft. 
"Only  a  small  percentage  of 
the  people  who  work  at  Mi- 
crosoft are  kids,"  he  says, 
only  half-joking.  "We're  go- 
ing to  have  to  change." 

Certainly,  Microsoft's  pen- 
etration of  the  home-soft- 
ware market  so  far  has  been 
far  from  stellar.  Mediocre 
products  and  lackluster  mar- 
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NO  PLACE 
LIKE  HOME 


'90    '91    '92    93-  94-  95' 
A  BimONS  OF  DOILARS  -EST, 
Oil*  UNK  RESOURCES  CORP- 


keting  have  kept  it  from  beating 
smaller  rivals.  Microsoft  Money,  f- 
ample,  a  home  banking  and  fir.; 
package  first  released  in  1991,  ha- 
tured  less  than  15^^^  of  the  market 
Intuit  Inc.'s  Quicken,  the  market  !e^» 
BIG  SELL.  But  Creative  Writer  and  n 
Artist,  the  culmination  of  18  montl  o 
development  that  included  focus-g' 
research  with  children,  aren't  the 
Microsoft  fare.  Creative  Writer 
kids  to  write  a  story  by  generating 
dom  sentence  fragments,  replete 
animation  and  sound  effects,  that  c: 
linked  together.  Fine  Artist  can  >: 
animated  comics.  Tools  to  pr- 
school  I'eports  or  giant  banners  a 
cated  on  different  floors  of  a  ca 
house,  which  kids  navigate  by  .'^ 
down  a  fireman's  pole  or  riding  an  • 
tor.  Instead  of  the  thick  instruction 
that  comes  with  most  programs,  a: 
mated  character  named  McZee 
advice. 

Gates  says  he  will  spend  "tens  o 
lions"  of  dollars  in  marketing  and 
tising  in  the  next  yeai 
crosoft  will  air  70 
commercials  and  is  &' 
discount  vendors  sue 
Price/ Costco  to  its  : 
software  outlets.  Tha 
dramatic  shift  for  th' 
boy.  Perhaps,  with  hi.- 
marriage  pending,  Ga' 
starting  to  take  honi' 
kids  more  seriously. 

By  Richard  Brandt  i  " 
Francisco 


Two  Summers,  Two  Winters,  Two  Springs, 
Two  Falls,  $299  A  Month. 


e  S-Blazer  2- Year  Lease.  $299  A  Month.  $1260  Down. 


id,    llou  only  _go  aroim'tl 


once,  was 


>ng.  Witli  tlie  S"]Blazer  2"'T<ear  Lease  Plan, 


you  go  aroimc 


t'wice.  Two  glornous  years  of  travel  aiml  a'tlventiire 


a    711  v--llievy  oi"JDlazer  ectronie  automatic  transmissioii,  piusli-liiuttoin 

^D,  alimnruiniuiim  wlieels,  air,  ae'tl  power  wintlows  antl  locks,  S"Blazer  is  one  sport  utility  veliicle  tliat's  well 


lipped,  to  go  anywliere,  4o  anytliirig.  S"lBlazer  gives  you  all  tliis,  anul  after  just  two  years,  it  gives  you 
'ietliing  tliat  s  rare  nn  a  leases  your  freedoinn.  Make  tLe  next  two  years  tlie  best  years  of 


■p  life.  Spend,  tliem  in  a  Clievy  S^Blazer.  Tlie  veluicle  tliat  originate  tl  tLe  species.  CHEVROLET 


CORPORATE  STRATEGIES  I 


MARLBORO 
COUNTRY  BLUES 


To  get  on  its  feet,  Philip  Morris 
is  cutting  14,000  jobs 


Poor  Michael  A.  Miles.  Since  taking 
charge  at  Philip  Morris  Cos.  in 
1991,  he  has  more  often  than  not 
been  the  bearer  of  extremely  bad  news. 

First,  there  was  "Marlboro  Friday" — 
Apr.  2 — the  day  Philip  Morris  announced 
it  was  slashing  prices  on  Marlboro  ciga- 
rettes by  40('  per  pack.  The  news  sent  its 
stock  down  23^^.  Then,  on  Nov.  24,  the 
company's  board  approved  Miles's  plan 
for  a  wholesale  restructuring.  Under  its 
terms,  Philip  Morris  plans  to  eliminate 
14,000  jobs,  or  8""^  of  its  work  force,  and 
close  roughly  40  plants.  Among  the  ca- 
sualties: Miller  Brewing  Co.,  which  an- 
nounced on  Dec.  1  that  it  will  lay  off 
1,200  workers  and  shutter  a  plant.  The 


moves  will  reduce  profits  by 
almost  SI  billion  this  year. 
And  for  the  first  time  in  25 
years,  Philip  Morris's  divi- 
dend {S2.60  this  year)  will 
not  be  increased.  Still.  Philip 
Morris  stock  jumped  62M, 
to  S5.5..50,  on  the  news  of  the 
restructuring. 

Kraft  General  Foods  Inc. 
will  bear  the  brunt  of  Mi- 
les's knife.  Kraft  sold  it.- 
frozen-desserts  business  to 
Unilever  PLC  in  October  and 
is  in  the  midst  of  selling 
Birds  Eye  frozen  vegetables 
to  Dean  Foods  Co.  for  8140  million.  Ana- 
lysts speculate  that  Kraft's  food-senice 
and  American  Gourmet  frozen-meals  di- 
visions may  go  on  the  block  next.  "The 
margins  for  food  service  are  next  to 
nothing,  so  that's  going  to  be  down- 
sized." says  John  McMillin  at  Prudential- 
Bache  Securities  Inc. 

At  the  same  time,  there's  no  end  in 
sight  for  the  problems  at  Morris'  domes- 
tic tobacco  division.  It's  true  that  since 
slashing  prices  on  Marlboros,  the  compa- 


ny's market  share  I 
jumped  to  24.3^c  from  2 
But  the  effort  to  buy  b; 
lost  market  share,  on  top 
the  restructuring,  has  co 
at  great  expense.  "Thev 
accomplishing  the  objecti' 
they  laid  out  on  Apr.  2, 
it's  costing  them  S2.3  bill 
in  operating  profit,"  t 
year,  says  Garv-  Black,  a 
bacco  analyst  at  Sanford 
Bernstein  &  Co.  "The  qi 
tion  Ls,  is  it  worth  it?' 
tobacco  division's  Richmc 
Va.,  office  said  on  Dec. 
would  lay  off  roughly  900  workers.  . 

WTiat  a  comedown  all  this  is  for  Mij 
who  inherited  a  858  billion  company 
enjoyed  a  fantastic  run  during  the  19 
Now,  investors — and  employees — w 
Miles  to  bring  back  the  good  old  d 
"Miles  will  go  down  in  historv'  as 
man  who  cut  prices  on  Marlboro,"  s 
Black.  If  he  can't  enact  a  tumaroi 
though,  Miles  will  be  lucky  if  that's 
his  epitaph  will  say. 

By  Laura  Zinn  in  New  1 


LAS  VEGAS  I 


KIRK  BETS 
A  BILLION 


Kerkorian  rolls  out 
MGM's  Grandest  project  yet 


0  one  will  ever  accuse  Kirk  Ker 
korian  of  being  cheap.  Iw  '  - 
younger  days,  the  76-year-o!  : 
lionaire  used  to  jet  off  late  at  night  wiiii 
friend  Carv-  Grant  to  drop  thousands  at 
the  tables  in  Las  Vegas.  But  that's 
chump  change  compared  with  what  Ker- 
korian's  73^f-ovvned  company,  .MGM 
Grand  Inc.,  is  spending  to  make  its  81.03 
billion,  5,005-room  MGM  Grand  Hotel  & 
Theme  Park — opening  Dec.  18 — the  hot- 
test joint  in  an  already  bustling  Vegas. 

Start  with  the  estimated  820  million 
Barbra  Streisand  will  get  for  her  two 
New  Year's  performances.  Then  throw 
in  Frank  Sinatra.  Don  Rickles.  and  Ken- 
ny Loggins,  who'll  split  another  81  mil- 
lion or  so  for  their  gigs  at  Kirk's  place 
over  the  Christmas-New  Year's  week. 
Add  an  exhibition  tennis  match  between 
Andre  Agassi  and  Jimmy  Connors  on 
opening  day  and  millions  more  for  adver- 
tisements, including  a  high-tech  spot 
that  cost  81  million  to  produce.  "In  all. 
we'll  be  spending  in  the  tens  of  mil- 
lions," says  MG.vi  President  and  Chief  Ex- 
ecutive Robert  R.  Maxey. 
The  big  bucks  are  meant  to  help  the 


VIRTUAL  VEGAS:  A  COMPUTERIZED  IMAGE  OF  MGM'S  5,OOS-ROOM  HOTEL-CASINO 


Grand  claw  its  way  ahead  of  a  slew  of 
new  megacasinos  in  Vegas.  In  Novem- 
ber, Mirage  Resorts  Inc.  opened  its  8475 
million  pirate-fantasy  Treasure  Island 
hotel  and  casino,  just  down  the  Strip 
from  Circus  Circus  Enterprises'  new 
S375  million  Pyramid-shaped  Luxor. 
With  the  addition  of  the  MGM  Grand, 
there  are  now  a  staggering  86,645  rooms 
in  the  citv- — a  13""^  jump  from  1992.  for  a 
market  where  tourism  is  running  only 

ahead  of  last  year. 
AMERICANS  IN  VEGAS.  With  8473  million 
of  debt  on  its  books,  Kerkorian's  new 
joint  must  generate  sales  of  more  than 
81.2  million  each  day  just  to  cover  inter- 
est and  operating  expenses.  Analysts 
say  that  only  a  few  casinos — such  as  the 
Mirage  and  Donald  Trump's  Taj  Ma- 
hal— have  drawn  that  sort  of  business, 
and  that  was  before  the  new  competition 
crowded  the  strip. 

No  other  hotel  matches  the  Grand's 
scale,  though.  Its  171,500-square-foot  ca- 


sino is  70''c  larger  than  the  Mirage's, 
it  has  nearly  2,000  more  rooms. 
Grand  has  its  own  40-megavvatt  p' 
plant,  a  clinic  with  12  full-time  doc 
and  a  buffet  that  can  serve  11,000  n 
a  day.  MGM  Grand  executives  have 
investors  that  they  expect  2  million  . 
biers  and  their  kids  to  pay  825  apie^ 
ride  the  12  rides  at  its  33-acre  th 
park — generating  858  million  a  year 
Sound  risky?  Kerkorian  has  t 
built  casinos  and  sold  them  at  big  ; 
its.  Chances  are.  he'll  attract  a  fair  s 
of  gamblers  through  his  doorway's 
en-storv'  lion's  head.  They'll  sit  at  a  x 
and  beach  area  the  size  of  two  foe  a 
fields  and,  soon,  catch  a  830  million 
cial-effects  show.  "We're  going  to 
everv'one  to  come  to  our  place  bee 
we're  selling  them  entertainment," 
MGM  President  Maxey.  To  make  it  v 
the  Grand  will  also  have  to  sell  the) 
spending  some  serious  money. 

By  Ronald  Grover  in  Las  1^ 
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Get  your  PGA  TOUR  Partners  ca(6 
and  step  into  a  whole  new  world  of  golf 
excitement.  Play  withi  a  top  PGA  TOUR 
professional  in  THE  TOUR  Championship 
pro-am  by  winning  the  Partners'  Team 
Competition  fantasy  golf  game.  Play 
legendary  golf  courses  like  Pebble 
Beach  and  Pinehurst  in  Partners-only 
tournaments,  played  under  actual 
TOUR  conditions.  Attend  a  PGA  TOUR 
tournament  with  your  complimentary 
Partner's  pass.  Receive  a  yearly 
subscription  to  ON  TOUR,  the  only 
magazine  that  shows  you  the  PGA  TOUR 
from  the  inside.  Get  the  PGA  TOUR's 
Official  Media  Guide  containing  all  the 
game's  facts  and  figures,  and  receive 
other  unigue  Partners  benefits.  Just 
$38  makes  you  a  PGA  TOUR  Partner. 
Proceeds  support  over  900  charities 
nationwide.  Call  and  join  today! 


TI^w»^^c3  iij-kiA7  ^° 5®"^  attached  reply 
llt^I  t;  O  IlUn  card,  or  call  1-800-545-9920. 


Major  i  reilil  ciirrh  ni  rejiwd. 


CONTROVERSIES! 


I  KNOW  A  UJfOF  YOUHAVa 


UJEil,  I'M  MAMY  TH/N66,  OF 
course,  3lIT,M05T0FAU^.J'M 
SB..  ^  euKVNCR.  A^BK  A 
'm'B'    98-COUNT  ;NPiaM5N7 
ANPA  6'COUNlPLaA 
BAR6ASN,  m  ^ILL 

3ILUON10SHOUJ 
FORIl!  ^ 


COPB-'  ANPWHAT'5  THBCOP^^ , 


ALL 
NOUJ...  ] 


\  A£A!^ 
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FREEDOM  IS  NO  PICNIC 
FOR  MIKE  MILKEN 


You  just  can't  keep  Mike  Milken 
down — or  out  of  hot  water.  Less 
than  a  year  after  his  release  from 
federal  prison,  the  former  junk-bond  bar- 
on is  sparking  controversy  again.  This 
time,  everA^body's  riled  up  over  Milken's 
plan  to  market  tapes  of  the  management 
course  he's  teaching  at  the  University  of 
California  at  Los  Angeles.  A  state  sena- 
tor has  condemned  VQlA  for  cutting  a 
deal  with  a  convicted  felon.  Meanwhile, 
cartoonist  Gar\"  Trudeau  ven,"  publicly 
lambasted  Professor  Milken  in  his 
Doonesbury  comic  strip. 

Chances  are.  this  won't  be  the  only 
dust  Milken  stirs  up  as  he  pushes  ahead 
with  a  comeback.  Permanently  baiTed 
from  Wall  Street,  Milken  has  his  sights 
dead  set  on  making  it  in  a  less  glamor- 
ous sphere:  educational  software.  His 
fledgling  business.  EEX  Communications 
Network,  has  invested  in  one  potential 
supplier  of  interactive  programming, 
and  Milken  is  scouting  others.  The  UCL.\ 
tapes  are  his  first  experiment  in  develop- 
ing educational  programs  he  figures  his 
company  will  one  day  transmit  to  homes 
over  cable  TV'.  "Our  focus  is  creating 
educational  products  that  people  will 
want  to  play,  do.  or  watch."  Milken 
explain.-, 

TAINTED  DOUGH.  If  he  ever  gets  his 
products  to  market,  that  is.  California 
State  Senator  Patrick  Johnston  is  pres- 
suring VCLX  to  drop  its  deal  with  Milken. 
In  a  Nov.  19  letter  to  university  officials, 
Johnston  questioned  a  cop\Tight  agree- 
ment that  gives  the  school  a  share  of 
Milken's  profits — universitv-  officials  say 
less  than  W'<^ — if  the  tapes  are  sold. 


"The  University  of  California  should  not 
be  engaged  in  profiteering  from  tapes 
on  "pop"  economics  presented  by  a  con- 
victed felon,"  Johnston  argued. 

UCI_A.  and  Milken  plan  to  go  ahead  with 
the  partnership.  Carol  Scott,  an  asso- 
ciate dean  at  UCL.a.'s  B-school,  says  the 
university  did  the  deal  to  be  sure  the 
school  had  control  over  the  use  of  its 
name.  Scott  also  says  that  Milken's  his- 
lOYX — including  his  22  months  in  federal 
prison  after  pleading  guilty  to  six 
charges  of  securities  fraud  and  other  \i- 
olations — should  not  preclude  him  from 
teaching.  "We  have  ver>-  matiu*e  adult 
students,"  she  says,  "who  can  hear  dif- 
ferent views  and  decide  for  themselves." 

Milken  dismisses  the  flap.  He  says  he 
is  considering  teaching  again  in  the 
spring.  And  he  denies  using  the  class  as 
a  forum  to  air  his  views  about  the  junk 
market  or  his  legal  problems.  "I  don't 
think  Senator  Johnston  knows  me,"  Mil- 
ken says.  "And  he  doesn't  know  any- 
thing about  what  I  did  for  a  living." 

Indeed,  Milken  insists  that  EEX  even- 
tually will  be  a  big  business.  He  figures 
the  UCL.A  tapes  could  help  his  new  enter- 
prise design  teleconferencing  classes  for 
MBA  students  and  business  executives. 


At  EEN,  says  Milken,  "our 
focus  is  creating  educational 
products  that  people  will  w^ant 
to  play.  do.  or  watch" 


UI 


A  roasting  from  Trudeau — and  a  flap  over  marketing  B-school  \ideos 


Searching  for  the  right  mtcr; 
nolog\"  for  the  network,  Milken 
looked  at  more  than  200  companies 
possible  investment.  He  made  his 
move  in  August,  investing  an 
closed  sum  in  7th  Level,  a  multim 
startup  founded  by  former  Microg 
Inc.  executive  George  D.  Grayson 
former  Pink  Floyd  sax  player 
Page.  7th  Level's  first  product — ai 
teractive  cartoon  with  the  voici 
comedian  Howie  Mandel — is  due  oi 
January. 

SPELLBINDER.  Milken  expects  the 
Level  investment  to  be  just  the  fin 
many.  He  hopes  his  network  one 
will  broadcast  eight  channels  of  int 
tive  educational  programs.  Milken's 
risma  is  already  helping  7th  Level, 
ping  his  netvvork  from  his  junk- 
days,  Milken  brought  Lorimar  Tel 
tures  co-founder  Mer\"  Adelson  intc 
company  as  an  investor.  Milken  ala 
inti-oduced  the  7th  Level  executivi 
music  producer  Quincv  Jones  and  ( 
0.  McCaw,  founder  of  McCaw  CeU 
And  he  still  has  plent\-  of  other  powi 
friends.  Mirage  Resorts  Chairman 
phen  A.  WjTin  has  spoken  to  his  c 
and  MCI  Communications  CEO  Ber 
Roberts  Jr.  is  expected  soon. 

Milken  hardly  needs  work.  His  foi 
is  estimated  at  more  than  S300  mi 
and  he's  writing  an  autobiography 
helping  fund  research  into  prostate 
cer,  with  which  he  was  diagnosed  in 
ruar>-.  Still,  educational  efforts  are 
ing  more  and  more  of  his  time.  A  M 
speech  last  summer  to  inner-city  paj' 
about  D.ARE  PLUS,  the  afterschool 
gram  he  coordinates  under  the  ten 
his  probation,  drew  a  crowd  of  800, 
generates  tremendous  enthusia; 
says  DARE  America  Executive  Dir] 
Glenn  Levant. 

No  doubt.  The  question  now:  C; 
ken  generate  enough  enthusiasi 
make  his  educational  network  a 

By  Amy  Barrett  in  Los  A 
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Something 

troducing  a  hettt'r  vicvv  Irom  your     iiidows.'  V  y 

Id  for  IVindows  to  your  current  Windows  3.1 

tup,  and  get  more  from  Windows  than  ever  before. 

OS/2  for  If  iiuloivs  lets  you  run  your  DOS  and 
indows  programs.  In  fact,  you  can  run  more  than 
le  program  at  a  time -without  fear  of  frustrating 
stem  crashes  Hke  before.  Finish  off  a  Freelance 


A  QUICKER  LOOK  AT  OS/2  FOR  W  INDOWS: 

Increases  your  productivity:  mn  more  than  one 
proijrani  at  a  time  with  <rreater  speed  and  rehahility. 

Brings  your  PC  up  to  speed:  exploit  the  32-l)it 

power  and  |)ei  lormance  of  386S\  PCs  and  higher. 

Saves  you  money:  no  need  to  buy  various  utihties  to 
improve  Windows  performance. 

Gives  you  more  programs  to  choose  from:  run 

DOS,  Windows  and  08/2  programs. 


Graphics    •^presentation  in  one  window  while  you 
send  a  1-2-3°  spreadsheet  by  Fax  modem  in  * 
another.  Make  entries  in  Quicken 
without  waiting  for  your  WordPer- 
fect document  to  finish  [)rinting.  You  <  an  e\en  launch 
into  the  latest  32-bit  OS/2  programs-right  from 
yo  u  r  Wind  ow  s  %  ^/  X*  | 

to  find  out  more,  call  I  800  3-lliiM-()S2.  In  ( ianada.call 
1  800  465-7999.  OS/2  for  H  unions  is  also  available 

at  local  soltwarc  dealers.  After  all,  your  Windows 
could  use  a  lit 

Operate  at  a  higher  level.' 

look  into. 

'Deaier  onces  may  vary  Oner  vaha  m  u  S  A  only,  empires  2/9/9A  This  ad  was  cfeateO  by 
LINTAS  and  got  to  this  publication  on  lime  using  DOS,  Windows  and  OS/2  programs 
running  on  OS/2  IBM  and  OS/2  are  registered  trademarks  and  "Operaie  al  a  higher  level" 
IS  a  irademark  ot  Iniernalional  Business  Machines  Corporaiion  Windows  is  a  trademark 
ol  Microsoft  Corp  All  other  producis  are  irademarks  or  registered  trademarks  o'  their 
respeciive  companies  ©  1993  IBM  Corp 


Every  day 
someone 

calls  us  from 
inside  a 

nightmare. 


Products  and  services  provided  by  subsidiaries  of  CIGNA  CJorporation. 


And  none  of  them  are  small  if  they  happen  to  you.  At  CIGNA,  caring  about  the 
things  that  affect  our  customers  is  our  business.  To  us  that  means  not  merely  using 
skill  and  compassion  when  helping  people  deal  with  disasters,  emergencies 
and  everyday  problems.  But  working  to  prevent  them  in  the  first  place.  In 
healthcare,  we  have  programs  that  identify  high-risk  pregnancies  early,  increasing 
the  chances  for  a  healthy,  full-term  baby.  We  provide  loss  control  programs  that 
identify  hazards  on  the  job  and  help  reduce  serious  accidents.  We  help  people 
avoid  the  nightmare  of  outliving  their  assets.  With  retirement  plans  that  make 
it  easy  for  people  to  save.  And  easy  for  companies  to  help  them.  And  we  have 
hundreds  of  people  whose  only  job  is  to  prevent  nightmares  like  the  one  you 
see  above.  We're  not  saying  we're  perfect.  But,  if  you  ever  have  a  nightmare, 
we  hope  the  people  you  call  are  people  who  are  not  just  committed  pM0^i<!4 
to  caring.  But  to  getting  a  little  bit  better  at  it  each  and  every  day.     W  SB 

A  Business  of  Caring. 

ire    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

Ufe -Accident  ■Disability       Investment  Services      Management      Ufe>  Accident 'Health      Property  &  casualty      Insurance       Property  &  casualty      lifeti  FmployeeBinefi's 


NOV.  1,  '93  NOV.  29 

POST-NAFTA 
BOUNCE 

Investors  love  the  North 
American  Free  Trade  Agree- 
ment—at least,  investors  in  Latin 
America  do.  Baring  Securities' 
Latin  America  stock  index  has 
risen  3%  in  the  two  weeks 
since  the  trade  pact's  approv- 
al and  1 3.1  %  since  the  Gore- 
Perot  debate.  The  climb  may 
well  continue.  Luis  Donoldo 
Colosio  Murrieta's  Nov.  28 
anointment  as  the  proboble 
successor  to  President  Carlos 
Salinas  de  Gortari  also  buoyed 
markets:  Colosio  promises  to 
continue  free-market  policies. 
Five  other  Latin  American  coun- 
tries hold  elections  next  year 
that  could  boost  reforms,  too. 

DATA.  BRIDGE  IKFORMAIION  SYSTEMS  INC ,  BW 


PINNING  BACK 
THE  POSNERS'  EARS 


On  Dec.  1,  Victor  Posner 
and  his  son  Steven  were 
barred  by  a  federal  court 
from  ever  again  serving  as  di- 
rectors or  officers  of  a  public 
company.  They  must  also  pay 
penalties  of  nearly  $4  million 
and  put  their  stock  holdings 
in  a  blind  trust  to  keep  them 
from  exercising  control  over 
any  companies.  In  his  deci- 
sion, Judge  Milton  Pollack 
wrote  that  the  Posners  "en- 
gaged in  self-dealing  and  en- 
riched themselves  at  the  ex- 
pense of  public  shareholders" 
in  their  mid-1980s  takeover  of 
Fischbach  Corp.  The  Posners' 
lawyer,  Dennis  J.  Block,  says: 
"The  opinion  has  no  basis  in 
fact,  and  we  plan  to  appeal." 


FIORIDA  POUNCES 
ON  THE  JAGUARS 


For  sports  nuts  |jer  capita, 
the  Sunshine  State  must 
be  No.  1.  It  already  has  new 
franchises  for  hockey  and 
baseball  (the  Florida  Panthers 
and  Florida  Marlins).  And  on 
Nov.  30,  Jacksonville  beat  ri- 
vals to  snare  a  National  Foot- 
ball League  expansion  team. 
The  Jacksonville  Jaguars 
gives  the  state  three  (with  the 
Miami  Dolphins  and  Tampa 
Bay  Buccaneers).  The  fran- 
chise's owners  include  J. 
Wayne  Weaver,  who  helped 
launch  women's  shoe  retailer 
Nine  West  Group,  and  Jeb 
Bush,  gubernatorial  candidate 
and  son  of  the  ex-President. 


A  MORE  SHIPSHAPE 
KENDALL  SQUARE 


Bill  Koch,  who  once  skip- 
pered a  winning  entry  in 
the  America's  Cup  race,  will 
now  attempt  to  pilot  super- 
computer hopeful  Kendall 
Square  Research  off  the 
rocks.  The  company's  largest 
stockholder,  Koch  took  the 
helm  as  temporary  CEO  on 
Dec.  1,  after  Kendall  Square 
announced  a  sweeping  re- 
statement of  1992  and  1993 
earnings  and  demoted  CEO 
Henry  Burkhardt  III  to  presi- 
dent. Kendall  Square  also  ad- 
mitted it  had  vastly  overstat- 
ed  revenues.   The  company 


CITIZEN  RON 


Is  Wall  Street  ready  for  yet 
another  media  empire? 
Ready  or  not,  Ronald  0.  Per- 
elman  seems  intent  on  creat- 
ing another  one.  On  Nov.  24, 
the  financier  said  he  planned 
to  fold  his  TV  production 
companies  and  film 
libraries  into  SCI 
Television,  a 
chain  of  seven 
TV  stations  he 
took  over  last 
February.  Once 
the  new  compa- 
ny, to  be  called 
New  World  Com 
munications  Group,  is 
up  and  running  strong,  ana- 
lysts expect  Perelman  to  take 
it  public. 

Perelman,  who  already 
owns  a  controlling  stake  in 
comic-book  giant  Marvel  En- 
tertainment Group,  has  been 
tight-lipped  about  his  ambi- 


tions. But  he  has  been  gra 
ally  acquiring  interests  in 
erything     from  the 
programmer  that  distribu'c 
The  Whoopi  Goldberg  Sh 
to  one  of  the  leading  proi 
ers  of  infomercials. 
In  addition,  P; 
mount  has 
proached  Pe 
man  ab 
putting 
Television'; 
stations  into 
new  TV  netwi 
and  bankers 
betting  he 
make  further  media 
quisitions.  One  popular 
ory:  Perelman's  friendtu 
with  Barry  Diller  will  leadie 
two  to  form  an  alliance  e- 
tween  New  World  and  (C 
Stay  tuned  for  the  next  roid 
of  media  deals. 

By  Mark  Lan 


now  estimates  that  fiscal  1992 
sales,  originally  reported  at 
$20.5  million,  were  actually 
$4.2  million  lower.  That  in- 
creased its  net  loss  from  $12.7 
million  to  $17.2  million. 


AN  X-RATING  FOR 
MORTAL  COMBAT? 


Congress'  war  on  video  vio- 
lence may  be  extending  to 
video  games.  On  Dec.  1,  Sena- 


PHOTO  FINISH 


RETURN  OF  THE  MEDFLY:  JUST  THREE  YEARS  AFTER  DECLARING  THE  PEST 
CONE,  CALIFORNIA'S  $18  BILLION  AG  INDUSTRY  IS  THREATENED  AGAIN 


tors  Joseph  I.  Lieberman Li- 
Conn.)  and   Herb   Kohl  0 
Wis.)  announced  that  t 
plan  to  introduce  a  bil 
force  gamemakers  to  m 
parents  if  a  game  is  e' 
sively  violent.  The  legish 
would  ask  the  industry  h 
up  an  independent  boar( 
rate  games  for  violence,  n 
as  movies  are  currently  n 
If  business  doesn't  agre< 
such  a  system  within  a 
of  the  bill's  passage,  the 
eral  government  will  ste 
At  least  one  gamema 
Sega  Enterprises,  air* 
rates  its  own  games. 


ETCETERA... 

►  Developer  Stanley 
withdrew  from  the  runnii 
head  Resolution  Trust  CO- 

►  French  press  reports  '^a; 
Walt  Disney  will  invest 
million  more  in  EuroDisrf 

►  Boeing  says  it  will  cut 
production  and  eliminate  ^ 
to  3,000  jobs  in  1994. 

►  Dell  Computer  post 
third-quarter  profit  of  $1^" 
lion — better  than  expectf' 


52  BUSINESS  WEEK/DECEMBER  13,  1993 


Make  A  Strong 
Financial  Statement 


The  Lincoln  Town  Car  Two-Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 


•4.6-liter  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags' 

•  Six-way  power  driver  and  passenger  seats 

•  Four-wheel  disc  anti-lock  brakes 

•  Remote  illuminated  keyless  entry  system 
•CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information  call  1  800  225-5433 


5499 


PER  MONTH,  24  MONTHS  LEASE' 


Refundable  security  deposit 

*500 

Down  payment  

»1,900 

First  month's  payment  

'499 

Cash  due  at  lease  inception  

 »2,899" 

LINCOLN 

W  hat    A    Luxury    Car  Should 


Be 


'Lease  payment  based  on  average  capitalized  cost  of  91.17%  Town  Car  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases  purchased  in  the 
U.S.  from  Sept.  1  to  Oct.  51,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  For  special  lease  terms,  take  new  retail  deliv- 
ery from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee  is  responsi- 
ble for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  of  monthly  payments  is 
$11,976.  "Excludes  tax,  title  and  other  tees.  "Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt. 


LINCOLN-MERCURY  DIVISION 


We're  Offering  A  Subtle 
Incentive  To  Fly  Our  Luxurious 


Save  On  Future  Flights  and 
Earn  Mileage,  Too.  Only 
With  Alitalia's  Club  Ulisse. 

Now  on  each  transatlantic  flight  in  our  new  Prima 
Business  Class,  our  Club  Ulisse  Award  Program  entitles 
you  to  $200  in  savings,  each  way  ($300  for  Top  Class  ) 
applicable  towards  any  fare  on  future  flights.  You'll  also 
accumulate  mileage  for  ycuir  frequent  flier  program. 
Our  refurbished  Prima  lousiness  Class  offers  state-of- 
the-ait  seats  you  can  adjust  for  uncommon  comfort  and 
lumbar  support,  a  new  menu  and  elegant  new  dining 
service.  For  a  copy  of  our  Club  Ulisse  Award  brochure 
call  1-800-843-9000.  Fly  Alitalia's  new  Prima  Business 
Class.  See  what  a  pleasure  it  can  be  to  save  as  you  fly. 
Call  your  travel  agent  or  Alitalia  at  1-800-223-5730. 

Alitalia  is  a  pailicipanl  In  the  mileage  programs  of  Continental,  United  and  USAir. 

/Ilitalia 

Club  Uli.s.si.'  Award  Program  i.s  valid  uniy  tor  full  fyrc  ticket.s  is.sucd  in  the  U.S.  until  March  51,  1994.  Each  transatlantic  leg  tlown  entitles  Top  Class  passenger 
three,  and  Prima  Business  Class  pa.s.sengers  to  two  $  100  .savings  vouchers,  redeemable  again,st  any  Alitalia  flight,  for  travel  prior  to  June  14,  1994.  Vouchers  ma\ 
accumulated  without  limit  until  March  31 ,  1994  and  are  transferable  at  passenger's  discretion.  This  program  is  not  combinable  with  any  other  discount  or  proinoti 
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DW  CLINTON  COULD 

ND  WELFARE  AS  WE  KNOW  IT' 


ver  since  the  1992  campai^,  Bill  Clinton  has  V)een  strug- 
gling to  convince  the  nation  that  he's  different  from  the 
tax-and-spend  Democrats  of  old.  Now,  the  President  is 
ng  a  fight  that  may  finally  allow  him  to  establish  his  cre- 
ials  as  a  New  Democrat. 

inton  is  determined  to  deliver  on  a  campaign  pledge  to 
welfare  as  we  know  it"  in  an  effort  to  break  "the  perma- 
culture  of  dependence."  That  promise  helped  him  win  the 
s  of  many  erstwhile  Reagan  Democrats.  But  tackling 
ire  will  embroil  the  President  in  a  major  fight  with  par- 
)erals.  who  still  tend  to  dismiss  talk 
form  as  thinly  veiled  racism.  "This  is 
I  going  to  test  his  mettle,"  says  Rep- 
itative  E.  Clay  Shaw  (R-Fla.),  co-au- 
of  a  GOP  welfare  plan, 
task  force  is  due  to  present  welfare- 
m  recommendations  to  Clinton  by 
1,  and  it  looks  as  if  the  centerpiece 
■e  a  cutoff  of  benefits  after  two  years 
3  a  recipient  is  seeking  education  or 
ng.  And  the  Clintonites  appear  to 
icking  away  from  a  huge  progi'am 
blic  jobs  for  former  recipients.  In 
that's  because  they  lack  the  money, 
le  Administration  also  believes  that 
ilution  to  the  welfare  morass  maj-  lie 
business,  not  government.  "Reform 
to  move  people  fi-om  welfare  into  jol)s,  and  w  e  much 
•  private-sector  jobs,"  says  one  official. 
I'lMENTS.  To  achieve  that  goal,  the  Administration  will  at- 
to  "build  bridges"  to  business,  says  one  Clintonite. 
being  mulled  include  expanding  an  existing  tax  credit  to 
mploj'ers  a  bigger  break  for  hiring  former  welfare  recii> 
providing  tax  inducements  for  training  at  the  job  site; 
•eating  public-private  partnerships  to  make  sure  that 
leaving  welfare  are  trained  for  real  jobs. 
Clintonites  also  hope  to  learn  from  state  and  local  ex- 
3nts  such  as  New  York  Citv's  contract  with  America 


Works,  a  company  that  helps  welfare  recipients  find  training, 
transportation,  day  care,  and  jobs.  And  they're  watching  a 
new  Virginia  progi'am  that  gives  employers  a  bit  of  the  former 
benefits  of  welfare  recipients  they  hire. 

Business  groups  are  encouraged,  but  they  are  waiting  to  see 
more  details.  "There  is  a  desire  on  the  part  of  the  Administra- 
tion to  make  welfare  reform  real,  but  they've  got  a  shortage 
of  specifics,"  comments  Lisa  M.  Sprague  of  the  U.  S.  Chamber 
of  Commerce. 

Not  surprisingly,  many  liberals  are  apoplectic.  "There  is  a 
fear  that  this  will  simply  become  noth- 
ing more  than  a  windfall  for  business," 
says  Mark  Greenberg,  attorney  for  the 
Center  for  Law  &  Social  Policy,  an  advo- 
cacy gi'oup.  On  Nov.  24,  89  House  Demo- 
cratic liljerals  sent  Clinton  a  tough  letter 
warning  him  not  to  punish  the  poor.  "The 
progressives  need  to  step  up  and  set  our 
limits  that  we  will  not  move  beyond," 
says  Representative  Lynn  Woolsey  ID- 
Calif. ),  the  only  former  welfare  mother 
in  Congress. 

But  the  liberals  may  well  be  out- 
gunned. In  the  Senate,  the  Administration 
will  have  a  powerful  ally  in  Finance  Com- 
mittee Chairman  Daniel  Patrick  Moyni- 
han  (D-N.Y.l,  a  fervent  reform  advocate 
for  2.5  years.  Seventy-seven  members  of  the  House  Democrats' 
Mainstream  Forum  have  signed  a  letter  urging  President 
Clinton  to  stick  with  the  two-year  limit.  And  White  House 
thinking  is  not  that  far  away  fi-om  a  House  GoP  plan  that  has 
attracted  160  co-sponsors. 

Liberals  aren't  admitting  defeat.  They  warn  that  the  fight 
could  cripple  Clinton's  campaign  for  health-care  reform.  But  for 
now,  Clinton  seems  prepared  to  take  on  the  Democratic  left. 
Given  the  public  disgust  with  "welfare  as  we  know  it,"  it's  a 
battle  the  White  House  is  convinced  it  can't  lose. 

By  RicfuDrl  S.  Dunham,  with  Mike  McNamee 


ALWRAPUPI 


K  VHITE  HOUSE 


(  shuffling  of  the  White  House 
taff  is  falling  into  place  as  Clinton 
inr  the  political  battles  of  1994. 
tie  staffing  of  the  Administra- 
arly  complete,  Clinton  intimate 
U.  Lindsey  is  giving  up  his  role 
i  -onnel  director  to  become  a 
I'l  without  portfolio.  One  adviser 
.indsey,  a  former  Little  Rock  at- 
.  will  act  as  "the  President's  po- 
I'ves  and  ears."  Philip  Lader, 
director  for  management  at  the 
i)f  Management  &  Budget,  is 
charge  of  the  personnel  office, 
wo  big  vacancies  still  remain 
Aides  are  still  searching  for  re- 


placements for  Deputy  Chief  of  Staff 
Roy  M.  Neel  and  chief  lobbyist  Ho- 
ward G.  Paster.  Three  veteran  Demo- 
cratic political  operatives  have  emerged 
as  top  contenders  for  Paster's  post: 
Martin  D.  Franks,  now  a  CBS  Inc.  ex- 
ecutive; Democratic  lobbyist  Michael 
S.  Berman;  and  Wendy  R.  Sherman, 
assistant  secretary  of  state  for  legisla- 
tive affairs. 

ENVIRONMENT  

Elevation  of  the  Environmental  Pro- 
tection Agency  to  Cabinet  rank  was 
supposed  to  be  a  no-brainer  for  Clin- 
ton. After  all,  legislation  giving  the 
EPA  new  status  without  changing  its 
powers  nearly  passed  in  the  final 


months  of  the  Bush  Administration. 
But  a  flurry  of  amendments  to  either 
strengthen  or  weaken  the  new  depart- 
ment caused  the  Senate-passed  Ijill  to 
stall  in  the  House.  It  won't  be  taken  up 
again  until  February,  and  even  then, 
enactment  isn't  assured. 

The  greatest  threat  is  an  amend- 
ment, sponsored  by  Representative 
John  L.  Mica  (R-Fla.),  requiring  the 
reconstituted  EPA  to  produce  a  cost- 
benefit  analysis  for  all  regulations.  En- 
vironmentalists would  rather  see  the 
EPA  remain  as  it  is  than  see  an  up- 
graded department  born  crippled.  So 
the  stalemate  may  continue.  "Time  is 
definitely  on  our  side,"  comments  an 
aide  to  Mica. 


)N  OUTLOOK 
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JAPAN: 

HOW  BAD? 

THE  SLUMP  EXPOSES  A  DEEPLY  TROUBLED  ECONOMY 


Is  Japan  tanking?  That's  the  seem- 
ingly inescapable  conclusion  as  tor- 
rents of  nasty  news  wash  over  the 
Japanese  economy.  During  the  past  13 
weeks,  the  Nikkei  index  has  crashed  by 
19%  in  the  wake  of  jilunging  corporate 
profits,  a  liquidity  squeeze,  and  frustra- 
tion with  a  government  that  seems  inca- 
pable of  doing  anything  to  correct 
Japan's  sagging  economy.  On  Dec.  1,  the 
index  closed  at  17,12.5  yen. 

The  market's  fall  is  further  jeojjarfliz- 
ing  fi-agile  banks  and  insur- 
ance companies,  dependent 
as  they  are  on  their  stock 
portfolios  for  financial 
health.  Banks  recently  re- 
ported profit  drops  for  the 
first  half  of  the  fiscal  year 
and  a  growing  number  of 
pi'ol)lem  loans.  Department- 
store  sales  in  October  fell 
for  the  20th  straight  month.  In  a  recent 
survey,  Japanese  companies  said  their 
capital  investment  would  decline  in  1994 
for  the  third  straight  year,  by  3.5%.  Un- 
employment is  rising,  business  and  con- 
sumer confidence  are  touching  alarming 
lows,  and  even  long-sanguine  govern- 
ment officials  admit  they  see  no  light 
at  the  end  of  the  tunnel.  "There's  no 
pros])ect  for  imi)rovement,"  says  Yasuko 
Niimura,  a  deputy  dii'ector-general  at 
the  P^conomic  Planning  Agency. 
NO  RESCUE.  What  makes  the  Japanese 
quagmire  so  worrisome  is  that  it  is  vast- 
ly different  from  previous  recessions. 
The  "oil  shocks"  of  1973  and  1978-which 
were  externally  generated— just  briefly 
interrupted  Japan's  march  toward  eco- 
nomic might.  Last  year,  after  a  similar 
market  i)lunge,  government  intei'ven- 
tion  lifted  the  Nikkei  and  helped  paper 
over  the  problems.  But  this  time,  the 
coalition  government  of  Pi-ime  Minister 


has 


slow 


"THERE'S  NO 
PROSPECT  FOR 
IMPROVEMENT/' 
SAYS  A  PLANNING 
AGENCY  OFFICIAL 


Morihiro  Hosokawa 
taking  action. 

That's  helping  to  expose  the  econf)- 
my's  deep  structural  problems,  which 
throw  into  doubt  Japan's  long-term  com- 
petitiveness even  as  the  leading  edge 
in  technology  moves  away  from  tradi- 
tional Japanese  strengths  (table).  Some 
analysts  wonder  if  Japan  is  on  its  way 
to  becoming  another  Germany— an  in- 
ci'easingly  hol)bled  high-cost  producer, 
lagging  in  leading-edge  technologies  and 
saddled  with  redundant 
workers.  "Can  Japan  move 
from  excellence  in  hard- 
ware and  boxes  to  excel- 
lence in  software  and  sys- 


tems?"  asks  James 


C. 

Abegglen,  chairman  of 
Gemini  Consulting  (Japan). 
"The  question  remains 
open." 

Few  analysts  expected  the  latest  Nik- 
kei plunge.  As  recently  as  last  spring, 
even  prominent  bears  foresaw  an  up- 
turn by  now.  But  the  yen's  unforeseen 
surge  and  a  cold  summer  that  depressed 
consumption  and  devastated  the  rice 
harvest  undercut  all  hope.  What's  more, 
most  analysts  didn't  take  full  account  of 
the  structural  problems  that  have  since 
come  to  light. 

Now  that  these  problems  are  exposed, 
.Japan's  officials  ai-e  hoping  the  current 
turmoil  will  helji  them  reshape  Japan 
Inc.  for  the  next  century.  Key  ministry 
officials  know  that  corporations  and 
banks  must  l>e  modernized  to  cope  with 
a  slower-gi-owth  future  and  tougher  glo- 
bal competition.  They  want  more  mai'- 
ket-opening  measures  and  deregulatory 
steps,  as  evidenced  l)y  Ho.sokawa's  coni- 
l)romise  on  importing  foreign  rice. 
Where  appropriate,  the  government  is 
also  using  its  fragile  position  to  fend  off 
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trade  pressures  and  plead  for  relief  fi'om 
the  high  yen. 

One  of  the  biggest  problems  facin4^ 
Corporate  Japan  is  its  bloated  work 
force.  Saddled  with  6%  redundant  work- 
ers, companies  are  starting  to  take  dras- 
tic measures.  They  are  moving  produc- 
tion overseas,  slashing  the  number  of 
contract  workers,  and  shutting  down 
production  lines.  While  many  people  in 
corporate  circles  insist  that  there  will 
be  no  mass  layoffs,  the  unemployment 
rate  could  almost  double  within  three 
years  to  about  5%,  says  Paul  Summer- 
ville,  director  of  Asian  research 
at  Lehman  Brothers  Japan  Inc. 

Meanwhile,  Japanese  "salary- 
men"  are  finding  themselves 
forced  into  demeaning  early  re- 
tirement or  transfers  to  lower- 
status  jobs  at  their  companies' 
subsidiaries.  College  students, 
long  used  to  lavish  attention 
from  prospective  employers, 
now  find  chilly  receptions. 
EARLY  RETIREMENT.  All  this  is 
generating  a  crisis  of  confidence 
worse  than  anything  in  the 
postwar  era.  "I  don't  know  how 
I'm  going  to  get  through  the 
first  quarter  of  next  year,"  con- 
fides a  Japanese  publishing  ex- 
ecutive. The  strong  yen  is  giv- 
ing managers  fits.  "It  gets  to 
the  point  where  all  the  work 
we  do  is  aimed  at  nothing  but 
making  up  for  the  rising  yen," 
says  Tsuzo  Murase,  an  execu- 
tive vice-president  at  Matsushi- 
ta Electric  Industrial  Co. 

The  situation  could  hardly  be 
more  explosive  for  Hosokawa, 
who  took  office  in  August  at 
the  top  of  a  fractious,  seven- 
party  coalition  government. 
Since  then,  he  has  concentrated 
on  enacting  the  political  reform 
that  he  was  elected  to  accom- 
plish. Hosokawa  is  making 
progi-ess,  and  his  public-support 
ratings  are  the  highest  in  re- 
cent history.  But  as  the  govern- 
ment balks  at  acting  on  the 
economy  until  political  reform 
is  pushed  through,  many  in  the 
business  community  are  growing  rest- 
less. "There's  a  feeling  that  there's  no 
one  up  there,"  says  Geoffrey  Barker, 
chief  economist  at  Baring  Securities  (Ja- 
pan) Ltd.  in  Tokyo. 

In  Japan's  plants  and  labs,  technology 
managers  reflect  similar  concern.  It's 
much  tougher  to  pursue  a  copycat  strat- 
egy in  the  new  worlds  of  software  and 
superhighways,  where  Japan  now  lags. 
"In  the  past,  we  always  had  somebody 
we  could  look  to  for  ideas,"  says  Koji 
Hase,  a  senior  manager  at  Toshiba 


Corp.'s  Advanced  Media  Dept.  "We 
could  catch  up."  But  in  the  coming  four 
to  five  years  that  will  be  difficult,  he 
says.  Hase  frets  that  Japan's  stultifying 
educational  system  "kills"  the  kind 
of  creative  thinking  that's  required  to 
move  into  the  digital,  multimedia 
future. 

Worse  yet,  in  their  scramble  to  cut 
costs,  Japan's  beleaguered  manufactur- 
ers are  scratinizing  research  and  develop- 
ment progi'ams  they  once  regarded  as 
lifelines  to  the  future.  Over  42%  of  com- 
panies responding  to  a  poll  taken  last 


JAPAN'S  TROUBLES  ARE  MOUNTING... 

LABOR  High  wages  and  large  numbers  of  redundant 
workers  are  raising  costs  to  corporations 

TECHNOLOGY  Japan  Inc.  lags  in  many  strategic  indus- 
tries that  are  likely  to  be  key  in  the  1 990s,  such  as  in- 
formation highways,  software,  and  systems 
integration 

COMPETITIVENESS  The  high  yen  is  hurting  exporters 
such  as  Honda  and  Nissan,  and  low-priced  imports 
such  as  Compaq  and  Dell  PCs  are  challenging  local 
giants  such  as  NEC 

NIKKEI  The  Nikkei  stock  index  has  dropped  19% 
since  September,  placing  even  more  pressure  on 
banks 

CONFIDENCE  A  poor  rice  harvest,  political  uncertain- 
ties, and  falling  incomes  are  adding  to  pessimism 
about  the  nation's  future 


LABOR  The  work  force  is  well-educated,  disciplined, 
and  highly  skilled 

SAVINGS  Consumers  ore  still  saving  at  a  rate  of  1 5%, 
consumer  debt  is  low,  and  the  central  government's 
budget  deficit  is  tiny 

MANUFACTURING  Japan's  manufacturers  maintain 
their  tremendous  skills  in  miniaturization,  automation, 
and  quality  control 

COMPETITIVENESS  Despite  cutbacks,  spending  on  re- 
search and  development  remains  high 

TRADE  Surpluses  with  the  fast-growing  economies  of 
East  Asia  are  growing  23%,  helping  the  overall  trade 
surplus  climb  to  $1 20  billion 

DATA:  BUSINESSWEEK 


summer"  by  Japan's  leading  business  dai- 
ly, the  Nikon  Keizai  Shimbun,  said  they 
intend  to  reduce  the  number  of  research 
themes  they  pursue  this  year.  Only  16% 
planned  to  expand  such  programs.  For 
the  fiscal  year  ending  next.  March,  Hitachi 
Ltd.  is  plowing  6%  less  money  than  last 
year  into  next-generation  chip  designs, 
computer  systems,  and  telecommunica- 
tions. Toshiba's  R&D  budget  is  down  2%, 
and  Fujitsu  Ltd.'s  by  about  14%. 

Many  of  these  electronics  companies 
sit  awestruck  at  the  speed  with  which 
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multimedia  information 
highways  are  coalescing 
in  the  U.  S.  Although  Ja- 
pan for  years  has  been 
planning  an  optical-fiber 
network  that  would 
serve  a  similar  purpose, 
investment  has  ijeen  de- 
layed. Meanwhile,  gov- 
ernment regulation  has 
stymied  the  proliferation 
of  everything  from  pock- 
et phones  and  computer 
networks  to  cable  and 
satellite  broadcasting. 
Local  suppliers  of  such 
products  are  therefore 
at  a  global  disadvantage. 

With  the  world's  next 
big  high-tech  push  com- 
ing in  the  integi-ation  of 
telecom,  information,  cable  TV,  and  en- 
tertainment, U.  S.  companies  from  Bell 
Atlantic  to  QVC  Network  Inc.  seem  to  be 
in  the  driver's  seat— just  as  the  Jai^anese 
were  in  the  1980s  revolution  in  mini- 
aturization, automation,  and  quality.  If 
the  U.  S.  controls  ideas,  software,  and 
systems,  the  Japanese  could  be  little 
more  than  second-tier  hardware  supjjli- 
ers.  On  another  fi'ont,  incur'sions  l)y  low- 
priced  U.  S.  personal-computer  makers 
into  Japan  have  thrown  pricey  Japanese 
competitors  for  a  loop.  Desktop  PCs  fi"om 
Japan  haven't  made  a  dent  in  overseas 
markets,  and  they're  heavily  dependent 
on  American  software. 
UTTIE  TO  DO.  While  U.  S.  exporters  such 
as  Compacj  Computer  Corp.  and  Dell 
Computer  Corp.  are  reaping  the  benefits 
of  endakcu  or  the  high  yen,  it  is  sad- 
dling Japanese  exporters  with  high  lal)or 
costs.  As  working  hours  contract  and 
the  work  force  ages,  unit  labor  costs  in 
Japan  have  been  spiraling.  Last  year, 
they  rose  by  8%,  according  to  the  Or- 
ganization for  Economic  Cooperation  & 
Development.  Lower-cost  competitors 
such  as  South  Korea,  Taiwan,  and  even 
the  U.  S.  are  snapping  at  the  heels  of 
Japanese  makers  of  semiconductors,  au- 
tos,  and  steel.  "Mass  producing  things 
cheaply  isn't  enough  to 
assure  our  survival," 
says  Shojiro  Asai,  gen- 
eral manager  of  Hitachi 
Ltd.'s  Advanced  Re- 
search Laboratory.  "Jap- 
anese companies  aren't 
the  only  ones  who  know 
how  to  manufacture." 

Although  Japan's  offi- 
cial jobless  rate  of  2.7% 
remains  far  below  those 
in  the  West,  the  si'ope 
of  "hidden"  unemploy- 
ment is  becoming  more 
visible  every  day  as 
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companies  announce  major  work-force 
trimmings.  Japan's  unofficial  lifetime  em- 
ployment system  prevents  wholesale  lay- 
offs. So  superfluous  workers  are  being 
shunted  off  to  affiliates,  where  they  of- 
ten have  little  to  do,  in  order  to  I'emove 
their  labor  costs  from  the  parent  com- 
pany's bottom  line.  In  recent  months, 
20  major  companies  have  announced 
plans  to  shed  74,000  employees  during 
the  next  two  to  three  years  through  at- 
trition, reduced  hiring,  and  outplace- 
ment. That  represents  10%  of  their  cur- 
rent payrolls. 

Still,  Joseph  L.  Raudabaugh,  vice- 
president  at  A.T.  Kearney  Inc.  consul- 
tants in  Tokyo,  estimates  that  more  than 
4  million  "underemployed"  workers  may 
Ije  embedded  in  the  system.  Virtually  all 
of  these  are  in  the  white-collar  ranks, 
dragging  down  productivity  and  fueling 
laljor  costs.  While  overall  profiuctivity  in 
Japan  is  almost  25%  lower  than  in  the 
U.  S.,  Japanese  labor  costs  are  14%  high- 
er than  those  in  America.  Already,  com- 
panies such  as  Sanyo,  Honda,  and  Nip- 
pon Steel  have  begun  restructurings. 
They  are  reorganizing  in  a  host  of  ways 
to  define  authority  and  responsibility 
more  sharply,  shift  staff  workers  to  line 
jol)s,  consolidate  headquarters  functions. 


AS  THE  ...AMD  RECESSIOM  ...THE  MIKKEI 
YEM  SOARS....        GRIMDS  ON...  TUMBLES 
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and  move  even  nv^ 
production  abroad. 

On  top  of  all  this  ^ 
tress,     other     n  r 
events  have  contribu 
to  an  erosion  of  en 
dence  among  ordin; 
Japanese.  Reductimi 
overtime  and  boiiii 
cut  gi'owth  in  total  c 
pensation  per  empln 
to  2%  last  year,  aga 
more  than  4%  in  1'. 
according  to  the  ni 
This  year  looks  in 
worse.  The  result:  ( 
sumers  are  saving, 
spending.  "'Ulien  I'm 
with  my  fi'iends,  the 
is  always  about  glm 
things,"   says  AtM 
Ohsaka,  a  general  manager  at  A 
Bank.  "They  all  wonder  whether  i 
own  firm  can  turn  around." 

Making  many  Japanese  feel  yet  ii 
vulnerable  is  the  bureaucrats'  faihii' 
address  the  current  crisis  as  adroit  1 
they  have  in  the  past.  "The  Fin; 
Ministry  doesn't  seem  sufficiently  uv 
of  this  country's  economic  problci 
says  Yukiteru  Azukizawa,  a  gen 
manager  at  the  Japan  Depart  n 
Stores  Assn. 

CimiNG  TAXES?  The  government  is  i 
ly  responding.  On  Nov.  80,  Finance 
ister  Hiroshi  Fujii  and  Trade  &  Indi 
Minister  Hii'oshi  Kumagai  met  undt^ 
tense  pul)licity  to  emerge  with  lar 
vague  but  promising  talk  of  re 
measures.  This  was  enough  to  pr 
the  Nikkei  index  up  6%  in  two  <: 
Among  the  good  news  was  their  cal 
a  reduction  of  capital-gains  taxe- 
property  sales  and  other  measure 
perk  up  the  moriV)und  real  estate  i 
ket.  The  two  ministers  also  agreed 
next  year's  budget  should  include 
ther  stimulus  measures. 

At  the  same  time,  the  Hosokawa 
ernment  appears  to  be  moving  to\ 
cutting  steeply  progi'essive  income  t; 
The  system's  current  top  rate  is 
Until  recently,  a  $4' 
lion  cut,  or  about  1 
overall,  was  expei' 
But  Asahi  Bank 
such  a  reduction  \\ 
boost   gross  nat^ 
product  by  only  I 
barely  enough  to 
growth  at  zero 
year.  The  convent 
wisdom  is  that  it  v 
take  $93  Ijillion  t( 
consumers  out  of 
battened-down  mt 
ity.  But  now  $6.5  1' 
to   $74   billion  S' 
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likely.  Economisl  Takashi  Oshio  at 
;an  (luaranLy  Co.  in  Tokyo 

that  would  help  undefwT'ite  a  pallid 
ain  in  GNP  next  year. 
X  cutting  is  only  a  start,  of  course. 
Bank  of  Japan  in  coming  weeks  is 
'  to  cut  Japan's  record-low  1.75% 
ial  Discount  Rate  by  0.5%  or  .so. 

should  ease  pressure  against  the 
md  stimulate  bank  lending.  The  Fi- 
3  Ministry  is  also  discussing  a  plan 
t  banks  securitize  their  bad  debts 
;ell  them  to  investors,  as  the  U.  S. 
1  the  face  of  its  late- 1980s  banking 
.  And  Finance  still  has  at  least  $9.3 
n  left  from  last  year's  stock-mar- 
price-keeping  opei"ation"  to  prop  up 
Nikkei  index,  says  Baring's  Barker, 
ice  Hosokawa  gets  polit- 
reform  under  his  belt 
attacks  the  economic 
iturn  with  short-term 
-ures,  he's  bent  on  en- 
g  sweeping  deregailation 
/erything  fi'om  airfares 
areweries  to  the  finan- 
ystem  and  land  policy, 
won't  be  easy,  of  course, 
kawa  hopes  that  he  can 

up  many  sectors  of  the 

lese  economy  to  more 

jn  competition  despite 

ition  fi'om  vested  inter- 
In  the  long  run,  that 

d  help  modernize  an 

my  hobbled  by  ineffi- 

barriers  and  rules.  Yet 

)  will  almost  guarantee 

pain,  as  bankruptcies, 

;ing  profit  margins,  and 

rns  about  the  future 

ue  to  increase. 

•O  REBUILD.  When  does 

end?  It's  important  to 

nber  that  the  current 
[  val  isn't  destroying  the 

■y's  economic  base.  But 
Id  wipe  out  obsolete 
tes  such  as  over-regula- 
egal  cartels,  seniority- 


At  the  same  time,  conijjanies  have 
begun  addressing  theii'  labor  costs,  main- 
ly by  shifting  production  overseas  with 
breathtaking  speed.  At  home,  they're 
reducing  part-time  workers  and  cutting 
wage  increases  to  the  bone.  As  a  re- 
sult, growth  in  unit  labor  costs  in  manu- 
facturing has  declined  to  2%,  according 
to  the  OECD,  and  continues  to  fall. 

Companies  also  have  a  government- 
supplied  cushion  to  fall  back  on  while 
they  restructure.  The  state  now  pays  a 
part  of  redundant  workers'  salaries  to 
keep  them  on  the  payroll.  Last  year, 
the  government  spent  $30  million  on 
subsidies  for  underemployed  workers, 
but  this  year  the  l^udgeted  amount  has 
soared  to  about  $700  million.  Cui'i'entlv, 


are  over.  Instead,  the  gap  between  win- 
ner's and  losers  will  grow  larger.  There 
will  be  shakeouts  in  the  auto  and  cable 
industries.  Low-tier  suppliers  will  be 
wiped  out  as  manufacturers  diversify 
supply  channels  and  import  more  parts 
and  materials  from  lower-cost  countries. 
"Japan  will  become  an  importing  supei'- 
power,"  predicts  Lehman  Brothers'  Sum- 
merville.  Deregulation  will  gradually 
break  down  rigidities  and  oi)en  the  econ- 
omy up  to  newcomers.  Markets  will 
foi'ce  companies  to  accelerate  their  re- 
structuring. 

While  this  will  all  engender  pain,  the 
efficiencies  it  brings  will  enhance 
Japan's  competitiveness.  And  foreign- 
t^rs  needn't  worry  that  Japan  will  disap- 


pay  scales,  and  counteri^roductive 
olicies.  Ultimately,  that  could  help 
Japan  to  rebuild  on  its  core 
ths,  including  its  highly  educated 
.  "s,  state-of-the-art  plants,  high  sav- 
[|  ates,  and  government-business 
ation. 

echnology,  Japanese  companies 
main  key  players  at  almost  every 
f  the  U.  S.  information  superhigh- 
Vhile  bemoaning  America's  lead 
communications,  Japanese  compa- 
lietly  exported  $15  billion  worth  of 
me  and  radio  equipment  last  year, 
td  were  high-speed  digital  switch- 
.  will  be  the  backbone  of  the  U.  S. 
ition  superhighway.  And  the  Jap- 
mW  be  m.ajor  "content"  suppliers 
1  Sony  Pictures  and  Matsushita- 
'iMCA  Inc.'s  Universal  Studios. 


4.2  million  workers  are  covered  by  the 
progi'am.  Thanks  to  the  still-intact  cross- 
shareholding  system,  companies  remain 
less  exposed  to  profit  demands  from 
shareholders  and  can  more  easily  ab- 
sorb the  costs  of  redundant  employees. 

P"'inally,  Japan's  business  and  govern- 
ment leaders  are  skilled  crisis  manag- 
ers. Overstating  Japan's  problems  to 
foreigners  buys  time  on  festering  trade 
issues.  A  head-knocking  shock  that 
scares  the  daylights  out  of  Japanese 
workers  and  injects  a  new  sobriety  into 
corporate  Japan  is  exactly  what  young- 
er bureaucrats  and  politicians  want  to 
rally  the  nation  for  the  next  stage  of 
relniilding. 

There's  no  doubt,  though,  that  the 
days  when  almost  all  Japanese  could  en- 
joy a  piece  of  the  economy's  gravy  train 


pear  as  a  source  of  litjuidity  for  the 
world.  While  its  current-account  sur- 
pluses and  savings  rate  look  liound  to 
decline,  they  will  remain  high  by  world 
standards. 

Just  as  fears  of  Japanese  economic 
predominance  in  the  '80s  were  exagger- 
ated, so  too  is  any  notion  that  Japan  is 
now  in  danger  of  collapsing.  The  young- 
er l)ureaucrats  and  politicians  coming 
into  power  are  facing  up  to  Japan's 
structural  problems.  If  they  prevail,  the 
special  brand  of  capitalism  that  propelled 
Japan  in  the  postwar  era  will  be  mod- 
ei'nized,  not  abandoned.  This  ability  to 
manage  difficult  transitions  will  make 
Japan  a  force  to  reckon  with  for  years 
to  come. 

By  Robert  Neff,  with  Neil  Gross  and 
Larry  Holyoke,  in  Tokyo 
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Vs  a  famous  coach  once  Scud,"A  football  docs  not 
a  touclulown  make!" 

Alright,  .so  maybe  we  said  it.  The  point  is,  everyone 
has  access  to  the  same  equipment  and  technoloffv. 
But  what  separates  success  from  lailure  is  having  the 
right  strategy. 

Every  day,  we  help  companies  achieve  that 
success.  We're  Pennant  Systems,  The  IBM  Printing 


Systems  Company. 

And  because  printing  is  our  middle  name,  w 
l()0"/o  dedicated  to  designing  and  implementing  stra 
not  just  for  priiuirif:  your  com[)any's  data,  but  presen 
it  as  well.  With  one  of  our  strategies,  computer  infor 
tion  can  be  retrieved,  indexed,  faxed  and  printed,  wl 
graphics  and  logos  are  kept  consistent  throughout.  / 
can  be  viewed  on  screen  exactly  the  way  it  [)rint.s  ou 


ANYONE  CAN  SELL  YOU 
THE  EQUIPMENT. 
IT'S  HOW  YOU  USE  IT 
THAT  COUNTS. 


'V  iini  (crj.MI.llMMl      \ll  Ilgl.ls  irs.TV.  li 

I'rnnjilt,  Kc-(lrriiiiiig  IViiihng  and  (lie  Peiliunl  logo  .ire  I r.idrrii.irks  u|  IBM  (:or|M>rah< >ii . 


\\V  know  liow  rnioial  tho  pros(Mitali()ii  ol 
•niation  is.  I'lial  .s  wliy  no  one  oilers  a  nion'  coni- 
'  line  of  printers  than  Pennant™  From  heavy  duty 
Matrix  to  super  quiet  line  printers.  From  10  paj^es- 
ininute  to  229  [ui^es-per-niinute.  You  name  the 
ter,  we've  got  the  printer. 

But  we  won't  just  sell  you  the  e(|uipment.  We'll 
id(^  maintenance  coverage  7  days  a  week,  21  hours 


a  day.  fPhat,  ore<turse,  includes  Super  Bowl  Sunday.) 
Our  software  development  team  can  help  you  keep  your 
applications  running  smoothly.  And  wc  have  consulting 
and  other  ser-\ices  to  help  you  d(>crease  your  printing  costs. 

Call  l-«()()-PFNNAm'  and  we'll  send  you 
more  itilormation. 

Because  without  Pennant,  you  just  may  lind 
yoursell  on  the  sidelines. 


Redefining  Printing. 

PENNANT 

The  IBM  Printing  Systems  Compatiy 


nternational  Outloo 
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MEXICO:  WILL  COLOSIO  BE 
A  KINDER,  GENTLER  SALINAS? 


It's  a  political  drama  Mexicans  watch  with  a  mixture  of  fas- 
cination and  dismay  e\-ery  six  years.  A  half-dozen  Cabinet 
ministers  spend  a  year  under  intense  public  scrutiny,  as 
each  feigns  nonchalance  at  the  chance  that  el  Sefior  Presidente 
might  pick  him  to  nm  as  the  ruling  partj-'s  presidential  candi- 
date. When  the  ritual  destape.  or  unveiling,  of  the  Presi- 
dent's choice  occurs,  the  chosen  one  is  elevated  to  demigod 
status.  The  awesome  machinery  of  the  ruling  Institutional 
Revolutionary  Party  (PRII  roars  to  Hfe  and  propels  the  candi- 
date toward  an  almost  certain  victory  in  elections  that  have 
been  mostly  a  formality  over  the  past  64  years. 

Such  is  the  ritual-laden  process  that  has  served  the  PRl's 
needs  well.  Now,  as  Mexico  moves  toward  the  21st  century, 
craving  acceptance  as  a  fledg- 
ling member  of  the  First 
World,  such  traditions  are  un- 
der pressure.  The  PRl's  new 
candidate.  Luis  Donaldo  Colosio 
MuiTieta.  seems  to  understand 
that  times  are  changing,  espe- 
cially now  that  Mexico  and  the 
U.  S.  are  in  a  tight  continental 
embrace  and  Americans  are 
scrutinizing  Mexico  as  never 
before.  Says  .Jeffrey  Schott.  ai: 
economist  at  the  Institute  foi' 
International  Economics  it. 
Washington:  "The  U.  S.  will  bc 
watching  to  see  how  well  the 
new  President  can  meet  the 
commitments  in  NAFTA  and  to 
his  own  people." 

Just  before  his  nomination. 
Colosio.  4:3.  told  business  week 
that  political  reform  would  be 
an  "undeniable  top  priority"  oi 
the  ne.xt  Administration.  Then, 
in  his  acceptance  speech,  he 
broke  new  ground,  calling  for  a 
public  debate  among  all  presi- 
dential candidates.  And  while 
he  pledged  to  continue  Pi'esi- 

dent  Carlos  Salinas  de  Gortari's  economic  reforms,  he  also 
promised  to  place  greater  emphasis  on  social  programs  that 
could  help  raise  up  Me.xico's  poor. 

GOOD  OLD  DAYS.  But  one  wonders  how  profoundly  he  intends 
to  reform  a  s\>iem  designed  to  perpetuate  his  own  party's 
rule.  After  all,  as  party  president.  Colosio  himself  helped 
bring  the  PRI  back  fi'om  the  l)rink  after  the  1988  election, 
when  Salinas  barely  scjueaked  into  office  amid  charges  of 
fraud.  Colosio  worked  to  mend  the  PRl's  divisions  and  nurture 
strong  regional  leaders.  To  an  extent,  he  succeeded:  The  PRI 
rebounded  in  the  1991  midterm  elections.  But  he  is  well  aware 
of  the  growing  clamor  for  clean  elections.  Since  1990,  charges 
of  fraud  by  the  increasingly  vocal  opposition  have  forced  out 
three  PRI  victors  in  state  gubernatorial  elections. 

Colosio's  most  formidable  challenge  in  the  election  scheduled 
for  Aug.  21,  1994,  will  come  from  Cuauhtemoc  Cardenas 
Solorzano,  the  son  of  legendary  President  Lazaro  Cardenas. 


who  nationalized  Mexico's  oil  industry  in  the  1930s.  Ma 
Mexicans  believe  Cardenas  was  the  true  winner  in  11'^^ 
this  time  around,  the  59-year-old  politician  is  gropi:.,;  ; 
compelling  issue  to  fire  up  his  so  far  feeble  campaign  as 
standard-bearer  of  the  left-leaning  Democratic  Revolutionar 
Party  (PRDI.  Even  so,  Cardenas  sjTnbolizes  a  Mexico  tli 
many  people  long  for,  a  time  when  nationalism  made  ser- 
and  the  challenges  of  globalization  were  still  to  come. 

The  other  serious  opposition  party,  centrist  National  Aciu 
Party  (pax),  has  little  dispute  with  Salinas'  free-market  I 
forms  but,  like  the  PRD,  intends  to  press  vigorously  for  m 
elections.  Candidate  Diego  Fernandez  de  Cevallos,  .52,  a  lawjr 
and  congressman,  says  he  harbors  no  real  hopes  of  wir.- 

but  wants  to  offer  Mexica. 
choice.  So,  aiming  at  the  Pi 
w^eakest  flank,  the  PAN 
campaign  on  the  theme  of  '< 
tiibuting  income  in  Mas 
more  equitablj'.  Indeed,  di 
Salinas'  term,  the  number 
Mexico's  billionaires  jumj 
from  2  to  13.  And  the  rich 
10%  of  the  population 
upped  its  share  of  natic 
wealth  from  33%  to  4L4% 
the  past  five  years,  while 
held  by  the  poorest  40% 
shrunk  from  15%  to  12.3%.| 
win  back  voters,  the  PRI 
convince  them  that  their 
share  is  forthcoming. 
WATER  WORKS.  That  is 
Salinas'  decision  to  groom  ' 
sio  for  the  presidency  by 
ing  him  in  charge  of  social| 
velopment  was  so  savvy, 
economist  with  a  master's | 
gi'ee  in  urban  planning  and 
gional  development  from  I 
University  of  Peimsylvania,! 
losio  for  the  past  20  moif 
has  overseen  Salinas'  Solid 
program,  which  organizes  and  finances  self-help  proj^ 
across  Mexico's  poor  pueblos,  or  villages.  With  a  S2.6  billion 
nual  budget.  Solidarity  installs  water  and  sewer  syster 
nances  schools  and  hospitals,  and  pays  stipends  to 
they  will  send  their  children  to  school,  not  to  work, 
charge,  perhaps  con-ectly.  that  Solidarity  is  largely  a 
tool  to  cement  the  PRl's  power.  But  Salinas,  whose  clou^ 
soon  begin  to  erode,  is  counting  on  the  program  to  s€ 
place  in  the  history  books  as  a  socially  conscious  leaderJj 

Salinas  looks  like  he'll  be  the  first  President  in  two  de 
to  leave  office  on  a  high  note,  with  a  free-trade  treaty  in 
and  finances  in  tip-top  shape.  He  leaves  his  successor  twoj 
stantial  tasks:  lifting  milHons  of  Mexicans  out  of  poverty! 
into  schools  and  better-paving  jobs  while  opening  up  the] 
tem.  If,  as  is  likely,  Colosio  prevails,  that's  an  agenda  that, 
test  his  much  touted  poUtical  skills. 

By  Geri  Smith  in  Mexicol 
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We're 
doing 
for 

business 
aviation 

what  the 

Japanese 

did 

for  the 

automotive 

industry. 


Astra  Jet 

brings 

product 

superiority, 

advanced 

technology 

and 

an  end 

to  insane 

pricing. 


I 


GALAXY 


The  Galaxy  dala  included  herein  does  nol  constitute  an  offer  and  is  subiect  to  change  without 
notice  Performance  figures  are  preliminary,  based  on  wind  funnel  and  other  engineering 
data  available  at  the  time  of  this  publishing  8/31/93 


For  more  information  about  the  new  Astra  Galaxy  and  Astra  SP,  please  contact 
Roy  E.  Bergstrom.  President,  Astra  Jet  Corporation.  4  Independence  Way,  Princeton,  NJ  08540 
TELEPHONE:  1(609)987-1125   TELEFAX:  1(609)987-8118 


Leadership... by  design 


airs 


tUSTI 


^IMMERCE 
^PS 


Justice  open  foreign  markets? 


I  When  Diane  P.  Wood,  a  top 
U.  S.  trustbuster,  tried  at  a 
■r  November  meeting  in  Tokyo 
rsuade  her  Japanese  counterparts 
!  more  "proactive"  in  enforcing 
I's  antitrust  laws,  all  she  got  were 
stares.  Fearing  something  had 
lost  in  translation,  she  tried  other 
3S,  such  as  "take  the  initiative"  and 
e  work  yourself." 

ood.  Deputy  Assistant  Attorney 
al  for  international  antitrust,  still 
ure  if  the  Japanese  got  Washing- 
nessage.  But  soon  it  will  be  crys- 
ar.  If  officials  in  Japan,  the  Eu- 
1  Community,  and  elsewhere 
willing  to  crack  down  on  prac- 
hat  illegally  keep  U.  S.  companies 
their  markets,  Wood  says  the 
A^ill  do  it  for  them.  "They  have 
i  understand  there's  a  point  where 
I  •  ball,"  she  declares.  The  43-year- 
■mer  University  of  Chicago  law 
>or  says  the  Justice  Dept.  is  pre- 
to  bring  cases  against  foreign 
aies  that  limit  U.  S.  entry  into 
ome  m.arkets. 

iiiOF  A  MESS."  The  get-tough  ap- 
against  foreign  companies  enjoys 
ipport  from  U.  S.  trade  negotia- 
>'  well  as  fr-om  industries  long  fiais- 
i  by  the  failure  of  traditional  trade 
A  ,  such  as  dismantling  tariffs,  to 
overseas  markets.  U.  S.  compa- 
11  cannot  pry  open  many  Asian 
iropean  markets  because  local 
s  practices  and  industry  struc- 
lut  them  out.  "The  extraterrito- 
)lication  of  antitrust  laws  is  the 
swer,"  says 


TRUSTBUSTER 
WOOD: 
"THERE'S  A 
POINT  WHERE 
IT'S  OUR  BALL" 


f  J.  Regan, 
isident  of 
Inc.'s  Gov- 
t  Affairs 
I  see  no 
ay." 

so.  Wood's 
:  is  fraught 
al  obstacles. 
American 
t  laws  ex- 
i   cover  re- 
i'  of  trade  in 
'   ional  com- 
et ireign  com- 


panies 

and  governments 
could  snub  U.  S.  efforts  to  obtam 
critical  documents  and  witnesses.  Fol- 
lowing an  attack  by  U.  S.  companies  on 
a  global  uranium  cai'tel  for  alleged  col- 
lusion in  the  late  1970s,  many  coun- 
tries—among them  France,  Canada,  and 
Britain— passed  laws  barring  companies 
fi'om  complying  with  U.  S.  document  re- 
quests. "It's  going  to  be  a  hell  of  a 
mess,"  says  Washington  antitrust  lawyer 
Joel  Davidow.  And  even  if  Justice  does 
get  incriminating  evidence,  it  will  be 
difficult  hauling  foreign  companies  into 
U.  S.  courts  unless  they  have  a  U.  S. 
branch  or  sul)sidiary. 

Worse,  governments  could  retaliate 
against  U.  S.  exports.  Many  foreign  au- 
thorities contend  that  the  U.  S.  cannot 
impose  its  rules  on  foreign  soil.  Extra- 
territorial enfoi'cement  is  "contrary  to 


ANTITRUST:  A  TRADE  WEAPON 


GLOBAL  ENFORCEMENT  The  search  is  on  to  find  a  case  to  bring  against  a  foreign 
company  whose  violation  of  U.S.  antitrust  laws  hurt  American  consumers  and  ex- 
porters. Some  potential  targets:  auto  makers,  the  steel  industry,  glass  manufacturers. 

BILATERAL  TALKS  Justice  is  pressuring  foreign  antitrust  authorities  to  beef  up  local 
enforcement. 

WORLD  AGREEMENTS  The  U.S.  and  the  Organization  for  Economic  Cooperation 
&  Development  are  joining  forces  to  put  global  antitrust  issues  at  the  top  of  the 
agenda  for  the  next  round  of  GATT  talks. 

LEGISLATION  The  Justice  Dept.  is  drafting  legislation  that  enables  U.S.  and  foreign 
antitrust  agencies  to  shore  confidential  information  about  ongoing  coses. 


basic  principles 
of  international 
jurisdiction,"  says 
Masaru  Matsuo, 
a  spokesperson 
for  the  Japanese 
Fair  Tirade  Com- 
mission (JFTC). 

In  spite  of  such 
formidable  hurdles, 
Wood  and  her  boss, 
Assistant  Attorney 
General  for  Antitrust 
Anne  K.  Bingaman, 
have  already  launched 
probes  of  complaints 
from  U.  S.  makers  of  autos,  glass,  and 
steel,  according  to  industry  sources. 
U.  S.  glassmakers,  for  example,  allege 
that  a  three-company  oligopoly  in  Japan 
has  shut  them  out  of  that  $4.5  billion 
market  by  barring  their  captive  distrib- 
utors from  selling  imported  glass.  The 
trio  has  kept  a  constant  market  share 
since  the  end  of  World  War  II,  with 
Asahi  Glass  at  50%,  Nippon  Sheet  Glass 
at  30%,  and  Central  Glass  at  20%. 
LITTLE  HELP.  Guardian  Industries  Corp. 
in  Northville,  Mich.,  has  given  Ju.stice 
plenty  of  fodder  to  pursue  alleged  anti- 
competitive practices  of  Japanese  glass 
manufacturers,  including  names  of 
Japanese  insiders  the  company  says  will 
reveal  details  about  monopolistic  behav- 
ior. Company  offi- 
cials have  handed 
over  a  1991  letter 
to  Guardian  from  a 
would-l)e  Japanese 
customer  canceling 
an  oixler  because  of 
pressure  from  the 
big  glassmakers. 
Guardian  has  also 
provided  Justice 
with  a  1987  memo 
from  the  Japanese 
Flat  Glass  Installers 
Assn.  threatening 
retaliation  against 
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She  Already  Owns  Some  Of 
America's  Largest  Companies. 


Blue  Chip  Fund 


One  Year  18.23% 
Five  Years  15.09% 
Ten  Years  13.33% 


Thais  because  hei'  parents  are 
invesling  m  her  lulure  wilh 
Founders  Blue  Chip  Fund  A  no- 
load  gi'owlh-and-mcome  lund,  Blue 
Chip  gives  her  a  slake  in  ihe  growth 
potential  of  large,  stable  U.S.  com- 
panies. And  by  investing  through  a 
Unilorm  Cill  lo  Minors  Ael 
(LIGMA)  aeeounl,  her  parents  can 
gne  her  up  lo  $20,000  annually, 
reduce  then  taxes  and  still  control 
tine  inx'esimenl. 


Find  out  how  you  can  set  up  a 
UGMA  account  tor  your  child  vv'ith 
|ust  $500.  Call  lor  a  Iree  brochure. 
The  Gift  of  a  Lifetime.  We  11  also 
send  a  prospectus  on  Blue  Chip  and 
Founders'  other  ecjuity,  lixed- 
incc^me  and  money  m;irket  luncls. 

Do  it  today  Give  your  child  a 
chance  lo  gi'ow  with  some  ot  Amer- 
icas biggest  companies. 

1-800-525-2440 


E  Founders 

Investment  Strategies 
for  a  Lifetime. 
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Japanese  companies  that  do  noti 
glass  from  the  glassmakers  that  ai 
sociated  with  the  Japanese  congli  ■ 
ates  Mitsubishi,  Sumitomo,  and  M 
Asahi  Glass  denies  any  wronRih 
"There's  no  intimidation  whatsoev  t  i 
riod,"  says  Yasuhiko  Furukawa,  a 
aging  director  at  the  company. 

So  far,  the  U.  S.  has  seen  few 
that  the  Japanese  will  offer  muci 
though  they  have  stepped  up  v\, 
ment.  The  JFrc  has  brought  one  en 
case  a  year  since  1991.  The  last  ca- 
fore  that  was  in  1973.  And  thougli 
believes  evidence  of  abuses  sup 
more  actions,  Tokyo  disagrees,  j 
studies  of  the  glass  and  auto  indus 
for  instance,  found  no  illegal  beh 
l)y  Japanese  companies.  U.  S.  comj 
call  the  studies  whitewashes.  "W 
into  a  wall  of  exclusionary  business 
tices,  including  threats  and  intimid; 
says  Peter  J.  C.  Young,  special  ass 
to  Guardian  Industries'  president. 
FULL  SUPPORT.  If  the  Justice  Dept. 
up  bringing  a  case,  it  would  be  sw( 
venge  for  Wood.  While  serving  as 
tice  consultant  on  international  ant 
policy  from  1985  to  1987,  she  cl 
with  Reagan  Administration  official 
wanted  to  narrow  the  scope  of  ant 
laws.  In  fact,  guidelines  issued 
Reaganites  barred  federal  suits  aj 
foreign  companies  for  violations 
unless  they  hurt  American  consi: 
The  Bush  Administration's  chief 
buster,  James  F.  Rill,  dropped  tha 
cy  in  1992  and  allowed  cases  in 
U.  S.  exporters  are  hurt.  But  Woo 
be  the  first  actually  to  bring 
case.  And  she  is  rewi'iting  the  R( 
era  guidelines  on  international  en 
ment.  She  backs  aggressive  initis 
including  the  prosecution  of  verti 
straints  such  as  retail  prices  ; 
manufacturers. 

Wood  has  the  full  support  of 
man,  who  brought  the  uranium- 
case  as  a  private  lawyer  15  years  £ 
a  major  policy  address  in  Octol 
Fordham  Law  School,  Bingams 
scribed  the  antitru.st  laws  as  a 
tially  useful  means  of  protecting  o 
tional  interest  where  private  cartel 
to  close  foreign  markets." 

But  Justice  hasn't  given  up  on 
macy  just  yet.  By  the  next  roi 
trade  talks  with  Japan,  schedul 
July,  Wood  wants  to  persuade  To 
let  private  parties  bring  antitrusl 
and  allow  U.S.  companies  t(] 
Japanese  trade  associations,  wherej 
of  the  rules  of  the  market  are 
Should  Japan— or  any  other  coui 
resist  her  requests,  the  next  ni| 
could  be  in  a  U.  S.  courtroom. 

By  Catherine  Yang  in  Washingh 
William  Spindle  in  Tokyo 
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tCover  Story 


WHAT 
CRIME  IS 
COSTING 
US  EVERY 


BUSINESS  WEEK  totes 
up  the  financial  damage 
to  society — not  to 
mention  the  misery 
crime  leaves  in  its  wake 


THE  ECOMOMICS 
OF  CRIME 

THE  TOLL  IS  FRIGHTENING.  CAN  ANYTHING  BE  DONE? 


Amei'icans  are  scared.  The  fear 
of  crime  pei'meates  their  Hves. 
They  worry  ahout  l)einf^ 
mugged  or  raped  in  a  pai-king 
lot  or  while  walking  home  from  work. 
They're  afi'aid  (jf  being  rol)i)ed  at  a  high- 
way rest  stop  or  having  their  children 
kidnapped  at  a  suburban  mall.  They  i)ut 
bars  on  their  windows,  alarms  in  their 
cars,  and  cans  of  tear  gas  in  their  i)ock- 
ets.  And  they  should  be  frightened.  All 
told,  some  14  million  serious  cr'imes  were 
reported  to  the  police  last  year,  a  num- 
ber that  surely  understates  the  actual 
magnitude  of  America's  No.  1  problem. 

But  the  daily  reality  of  muggings  and 
murders  that  make  the  headlines  and 


TV  news  shows  is  hurling  the  public  in  a 
far  different,  yet  no  less  destructive, 
way.  Crime  in  America  is  exacting  an 
enormous  economic  toll  on  the  nation- 
far  Ijigger  than  anyone  realizes. 

New  estimates  by  BU.siNESS  WEEK 
show  that  crime  costs  Amei'icans  a  stun- 
ning $425  billion  each  year.  That  figure 
comes  from  a  detailed  analysis  of  all  of 
the  direct  and  indirect  costs  of  both 
I)roi)erty  and  violent  crimes,  from  emer- 
gency-i'oom  care  for  a  mugging  victim  to 
the  price  of  a  new  alarm  system  for  a 
home  to  the  income  lost  to  the  family  of 
a  murdered  cab  driver. 

Human  misery  aside,  from  a  pui'ely 
dollars-and-sense  perspective,  the  U.S. 


isn't  devoting  enough  resources  t( 
fight  against  crime— and  is  fritti 
away  many  of  the  resources  it  is  u 
The  U.S.  spends  some  $90  billion  a 
on  the  entire  criminal-justice  sy!-;i 
That  includes  $35  Ijillion  for  police  i 
tection,  less  than  the  country  is  spei 
on  toiletries  each  year.  Indeed,  anticn^ 
policy  over  the  years  has  been  a  sp 
of  quick,  cheap  fixes:  New  prisoniM'' 
being  built,  but  the  number  of  fiic 
has  bai-ely  kept  pace  with  the  grojnf 
population.  Meanwhile,  economic  ariso 
cial  progi-ams  that  could  quickly  tof 
down  crime  have  been  largely  ign(;?d. 

Even  the  spate  of  crime-fighting 
lation  going  through  Congress  fall^i 
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A  what  is  needed.  The  Brady  Bill, 
gned  into  law,  simply  requii'es  a 
y  waiting  period  for  the  purcliase 
dguns.  And  the  highly  acclaimed 
me  bill  recently  passed  by  the 
would  add  a  meager  $4.5  billion  a 
)  total  criminal-justice  spending. 
"LENCE.  Why  is  the  nation  under- 
ng  on  crime-fighting?  The  public 
ell  believe  that  there's  little  more 
can  do  short  of  putting  the  Army 
5ry  street  corner.  Some  have 
!  crime  and  violence  on  the  de- 
'  "family  values"  or  the  loss  of  in- 
/  manufacturing  jobs,  neither  of 
:an  be  solved  by  government  ac- 
ost  recently,  excessive  violence  on 
been  fingered  as  a  key  culprit  by 
sy  General  Janet  Reno  and  Sur- 
eneral  M.  Joyce- 
ers. 

lomists,  on  the 

and,  view  crime 

Dice  that  can  be 

1  by  changes  in 

nents  and  re- 
Recent  research 

nomists  shows 

her  levels  of  an- 
spending,  if 
il-.  ected,  can  make 

dent  in  crime, 
uri  :an  be  reduced 

Teasing  what 
™<'  sts  call  the  "ex- 
'■tf  >unishment"— the 
'  '   prison  time 


served  for  a  crime,  adjusted  for  the 
chances  of  l)eing  caught  and  convicted. 
Today,  the  expected  punishment  for 
committing  a  serious  crime  is  only  about 
11  days— half  what  it  was  in  the  1950s. 
At  the  same  time,  job  prospects  for 
young  adults  and  teenagers  have  som^ed, 
lowering  the  economic  rewards  for  stay- 
ing straight.  "Criminals  are  sensitive  to 
incentives,"  says  Morgan  0.  Reynolds,  a 
Texas  a&M  University  economist  who 
studies  the  economics  of  crime.  Adds 
Ann  Witte,  a  Wellesley  economist:  "The 
carrot  can  work,  and  the  stick  can 
work." 

What's  needed  is  a  cost-effective  way 
of  raising  the  punishment  that  poten- 
tial criminals  can  expect,  argue  these 
economists.  That  means  the  U.  S.  needs 


RISING  CRIMES 


NUMBER  OF  VIOIM  CRIMES^ 


'82  '83 
A  MILLIONS 


SHARE  OF  GOVERNMENT  SPENDING 
GOING  TO  THE  JUSTICE  SYSTEM 


DATA:  JUSTICE  DEPT.,  COMMERCE  DEPT,  BUSINESS  WEEK 


to  devote  many 
more  resources  to 
every  aspect  of  law  enforcement,  not 
just  prisons.  That  means  more  police  on 
the  streets,  tougher  sentences  for  young 
criminals,  and  closer  monitoring  of  ci'im- 
inals  on  probation. 

At  the  same  time,  it's  crucial  that 
the  U.  S.  boost  sjjending  for  job  training 
and  other  programs  in  order  to  give 
teenagers  and  young  adults  better  al- 
ternatives to  crime.  Typically,  these  pro- 
gi'ams  are  cheaper  than  the  $20,000-  to 
$30,000-a-year  cost  of  imprisonment.  "We 
will  never  be  able  to  afford  enough  pris- 
ons if  that's  our  only  approach  to  the 
criminal-justice  problem,"  says  Stephen 
Goldsmith,  the  Republican  mayor  of  In- 
dianapolis and  a  disti'ict  attorney  for  12 
years.  "You  have  to  give 
people  some  hope  for 
joT)s  and  housing." 

Such  sentiments  are 
far  more  common  today 
than  they  were  just  a 
few  years  ago.  In  the 
1980s,  politicians  were 
quick  to  call  for  longer, 
harsher  sentences  for  all 
types  of  crimes.  And 
one  of  the  most  damag- 
ing labels  for  a  local  pol- 
itician in  those  years 
was  "soft  on  crime."  Yet 
for  all  the  harsh  rheto- 
ric, few  additional  re- 
sources were  devoted  to 
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t'i,Klitin.n"  crinu'  on  the  streets.  Spenclin,t^ 
on  prisons  and  the  judicial  system 
soared  in  the  1980s,  but  the  numlier  of 
police  per  10,000  people  barely  I'ose.  In- 
deed, in  the  second  half  of  the  decade, 
the  total  number  of  state  and  local  police 
increased  by  only  16%,  while  the  number 
of  violent  crimes  jumped  by  37%. 

Now,  fiscally  strapped  local  officials 
find  themselves  begging  for  federal  hel]) 
and  admitting  defeat.  Dis- 
trict of  Columljia  Mayor 
Sharon  Pratt  Kelly  unsuc- 
cessfully sought  to  deploy 
National  Guard  troops  on 
the  capital's  streets,  saying: 
"We're  dealing  with  a  war, 
yet  people  don't  seem  to 
want  to  win  this  war."  After 
300  stores  were  robbed  and 
52  people  killed  during  hold- 
ups this  year,  Kelly's  police 
chief  recently  suggested  that 
a  good  way  to  cut  crime  was 
to  close  stores  earlier. 

The  analogy  to  war  is  a 
good  one.  By  BUSINESS 
week's  calculation,  the  real 


THE 
BEST 
DETERRENT 
IS  THE 
SIMPLE 
PRESENCE 
OF  POLICE 


cost  of  violent  and  property  crime— when 
properly  toted  up— far  exceeds  the  $300 
billion  defense  budget.  Spending  by  busi- 
nesses and  consumers  on  private  secur- 
ity alone— including  alarms,  guards,  and 
locks— comes  to  some  $65  billion,  ac- 
cording to  William  Cunningham,  presi- 
dent of  Hallcrest  Systems  Inc.,  a 
McLean  (Va.)  security-industry  consult- 


ing firm.  "Peojile  are  more  fearful,  and 
they're  taking  a  greater  stake  in  their 
own  protection."  This  has  turned  into  a 
bonanza  for  companies  such  as  Winner 
International  Corp.  in  Sharon,  Pa.,  which 
engineers  and  markets  The  Club,  a 
steering-wheel  lock  to  discourage  auto 
theft.  From  1990  to  1992,  Club  sales 
grew  from  $22  million  to  $107.3  million. 
But  Winner's  iionanza  is  just  another 
l>urden  for  business  and  con- 
sumers. "I  call  this  the  'se- 
curity tax'  that  business 
now  has  to  pay  because  gov- 
ernment hasn't  l)een  able  to 
make  us  feel  safe  at  home, 
work,  or  play,"  says  Frank 
.1.  Portillo  Jr.,  chief  execu- 
tive of  Brown's  Chicken  & 
Pasta  Inc.,  a  100-store  fast- 
food  chain  based  in  Oak 
Brook,  III.  He  had  to  install 
security  cameras  and  hire 
guards  for  some  of  his 
stores  in  rougher  neighbor- 
hoods after  seven  employ- 
ees were  massacred  on  Jan. 
8  at  a  Brown's  Chicken  out- 


let in  Palatine,  111. 

The  security  tax  hits  ui'ban  areas  par- 
ticularly hard.  According  to  business 
week's  analysis  of  FBI  crime  statistics, 
most  large  cities  have  violent  crime 
rates  from  two  to  seven  times  higher 
than  their  suburbs.  As  a  result,  many 
lousinesses  and  residents  of  crime-prone 
areas  move  to  safer  surroundings.  That 


$50 

BILMON 


become  a 
perpetuating  cycle,  since  as  jobs 
out,   the   area   becomes  even 
hopeless  for  the  people  who  n 
BUSINESS  WEEK  estimates  that  ;i 
damage  to  large  urban  economies 
high  crime  rates  is  about  $50  billi'. 
MIAMI  VISE.  Because  of  Miami's  < 
dence  on  tourism,  it  is  probably  t 
ban  area  facing  the  clearest  threai 
crime.  The  city  "has  two  problems, 
Joseph  P.  Lacher,  president  of  ^ 
based  Southern  Bell-Florida  and 
man  of  the  Greater  Miami  Cham' 
Commerce.  "We  have  a  serious 
problem  to  deal  with  and  an  even 
perception  of  crime."  Dade  C< 
where  Miami  is  located,  has  one 
highest  crime  rates  in  the  country, 
pie  are  scared  to  come  to  Florida, 
Roberto  Willimann,  owner  of  S] 
ized  Travel  Systems,  a  Miami 
agency  that  caters  to  Geniians.  Hi 
ness  fell  to  about  half  of  last  year'; 
the  Sept.  8  murder  of  a  German  t 
But  crime's  most  devastating  i 
is  measured  in  more  than  lo.st  jol 
added  security  costs.  The  victim 
mugging  or  a  rape  carries  the  pi- 
and  emotional  scars  for  years, 
over,  the  damage  to  friends,  famiM 
society  from  every  murder  is  enoil 
Economists  are  able  to  measuf 
economic  value  of  such  intangible 
es  of  violent  crime  using  technique 
inally  developed  for  the  cost-benefi 
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'  safety  regulations.  According  to 
published  estimates  by  Ted  R. 
a  health-and-safety  economist  at 

al  Public  Services  Research  In- 
in  Landover,  Md.,  and  two  col- 

3,  the  value  of  a  human  life  cut 

3y  murder  is  about  $2.4  million. 

stimate  the  economic  damage  of  a 

0  average  about  $60,000,  while 
deal  robbery  or  assault  costs  more 
20,000.  With  more  than  20,000 
rs  committed  each  year  plus  2 
other  crimes  of  violence,  the  so- 
intangible  damages  come  to  a 
umbing  $170  billion,  says  Miller 

1  co-authors. 

nerica  really  wants  to  bring  down 
crime,  there's  simply  no  way  of 
cheaply  with  a  problem  of  this 
ude.  "If  you  are  going  to  have 
ct,  you  have  to  spend  a  lot  of 


money,"  says  Wellesley  economist  Wittt 

But  in  a  time  of  belt-tightening,  it's 
essential  to  make  every  dollar  as  effec- 
tive as  possible.  The  ultimate  goal  is  to 
reduce  the  incentives  for  criminal  be- 
havior. "We  need  the  positives  from  par- 
ticipating in  the  legitimate  economy  to 
go  up  and  the  negatives  from  partici- 
pating in  the  criminal  economy  to  go 
up,"  says  Goldsmith.  "We've  got  the  mix 
exactly  backward." 

DIMINISHING  RETURNS.  Spending  on  cor- 
rections has  quadrupled  over  the  past 
decade,  rising  fai'  faster  than  spending 
on  police  or  the  courts.  In  part,  that 
has  been  because  of  court-ordered  up- 
grades of  existing  prisons,  but  actual 
incarcerations  in  state  and  federal  pris- 
ons have  tripled  since  1980.  And  some 
economists,  like  Texas  A&M'S  Reynolds, 
believe  that  this  prison  boom  has  helped 


l)oost  expected 
punishment  a  bit, 
keeping  the  crime  prol)lem  from  getting 
even  worse  than  it  already  is. 

But  now  the  law  of  diminishing  re- 
turns is  setting  in.  Building  and  staffing 
prisons  is  extremely  expensive,  espe- 
cially as  sentences  get  longer  and  older 
inmates  recjuire  increased  medical  care. 
Imjjrisoning  a  25-year-old  for  life  costs  a 
total  of  $600,000  to  $1,000,000.  So  put- 
ting someone  in  prison  for  life  puts  a 
huge  financial  ijurden  on  the  next  gener- 
ation—just as  a  big  budget  deficit  does. 

For  that  reason,  much  of  the  addi- 
tional spending  on  law  enforcement 
should  go  toward  beefing  up  police  forc- 
es rather  than  building  new  prisons.  In- 
deed, evidence  from  economic  studies 
shows  that  putting  more  police  on  the 
fi'ont  lines  has  moi'e  of  a  deten-ent  effect 


ALL  ARRESTS 

14,075,000 


AVERAGE  COST 
PER  ARREST* 

$4,000 


•POLICE  AND  COURT  SYSTEM 


ALL  PRISONERS 

900,000 


AVERAGE  ANNUAL 
COST  PER  PRISONER 

$2^000 


PRISONERS  HELD^ 
OR  VIOLENT  CRIMES 

.410,000  A 
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Now  THERE'S  A  WAY  TO  UNLOCK 
THE  INFORMATION  YOU  NEED 
TO  RUN  YOUR  BUSINESS. 

INTRODUCING  HURON  THE  FIRST  DISTRIBUTED 

BUSINESS  INFORMATION  SYSTEM. 


You've  got  a  billion  dollar  headache.  '3 
your  relief:  Huron' 

It's  a  revolutionary  software  systen' 
you  nnanage  your  critical  business  is  t 
not  weeks  or  months  fronn  now. 

Huron  builds  and  distributes  integrec 
information  across  desktops,  departrrnt 
divisions.  It  tears  down  the  barriers  Nvf 
incompatible  information  systems  an.d( 


X  ;s  instantly —  giving  you  one 
le  w  of  your  company  operations. 
>n  II  turn  your  technology  invest- 
*  strategic  asset  so  you  can 
f  ond  to  nnarket  ctianges  and 
e :  ir  bottom  line. 
3o!  the  world's  first  Distributed 
■ssi  brmation  System.  You'll  call 
ref 


Don't  settle  for  less.  You  owe  it  to  yourself 
and  your  company  to  evaluate  Huron.  Meet 
with  your  fellow  corporate  executives  and  call 
today;  1-800-447-0044,  ext.  100. 

And  if  you  haven't  spent  a  billion  dollars 
yet  congratulations.  Now  you  don't  have  to. 

Huron  from  Anfares  -  A  joint  venture  of  Amdotil  and  EDS 


HURON 


The  Wtiole  In  One 


than  lon.u'er  prison  sentences.  Explains 
Judse  Richard  Fitzj^erald  of  Jefferson 
District  Family  Court  in  Louisville: 
"Most  cops  I  know  think  that  what  real- 
ly deters  is  the  certainty  of  ai)prehen- 
sion,  not  the  sanction  that  would  l)e 
imposed." 

Even  so,  any  concerted  attempt  to 
raise  expected  punishment  will  neces- 
sarily mean  spending  more  on  prisons. 
Every  year,  more  than  60,000  violent 
criminals  receive  probation,  largely  be- 
cause of  overcrowding,  according  to  Mi- 
chael Block,  a  University  of  Arizona 
economist  who  was  a  memlier  of  the 
U.  S.  Sentencing  Commission.  That 
means  one  of  the  cheapest  solutions  to 
the  ci'ime  problem,  he  says,  is  to  "punish 
those  i)eople  who  are  already  captured." 
FEW  WORRIES.  But  the  largest  holes  are 
in  the  juvenile-justice  system.  Violent- 
crime  rates  among  young  pef)ple  have 
l)een  rising  far  fastei-  than  among  adults. 
"We  are  seeing  juveniles  committing 
more  of  the  violent  crimes  at  a  younger 
age  and  with  more  desti'uctive  foi'ce  anfl 
impact,"  says  Judge  Fitzgerald. 

Part  of  the  pi'oblem  is  that  expect erl 
punishment  for  juveniles  is  very  low. 
Young  people  often  get  little  punishment 
for  the  firs!  three  oi-  four  felonies.  "Juve- 
niles have  been  getting  the  message 
that  they  can  get  away  with  anything," 
says  Marvin  Wolfgang,  a  criminok)gist  at 
the  University  of  Penn.sylvania.  Adds 
Mark  A.  Kleiman,  an  expert  in  the  eco- 
nomics of  crime  at  Haiwai-d  U'niversi- 


ty:"It  trains  people  to 
criminals." 

In  addition,  teenagers  have  little  wor- 
ry that  crimes  committed  as  juveniles 
will  hurt  them  as  adults.  In  most  states, 
juvenile  criminal  recoixls  are  permanent- 
ly sealed.  So  a  cost-effective  way  of 
iflentif'ying  multiple  offenders  would  be 
to  unseal  juvenile  criminal  records  at 
the  first  adult  felony  conviction. 

America's  solution  for  dealing  with  il- 
legal drug  use  has  cost  it  dearly,  too.  In 
the  1980s,  draconian  sentencing  laws 
were  used  to  combat  the  drug  proljlem, 
putting  tens  of  thousands  of  people— 
and  not  necessarily  the  most  violent 
ones— in  prison.  Currently,  60%  of  in- 
mates in  federal  prisons  and  20%  of  in- 
mates in  state  prisons  are  thei-e  on  drug 


harges.  That  helped  dri 
sijciiding  on  prisons  withoi 
ing  much  to  deter  violent  crime. 

One  alternative  strategy  to 
down  drug  use  and  related  crime 
out  filling  up  scarce  prison  cells 
monitor  more  closely  the  nearly  3  i 
convicts  on  probation.  Kleiman  a 
that  regular  drug-testing  of  crii 
on  probation  could  dramatically  r 
drug  use,  at  a  cost  of  perhaps  $5 
annually.  That  can  be  coml)ined  v. 
cr'eased  funding  for  dmg-rehab  pro' 
like  the  one  at  DC  General  Hospi 
Washington,  which  treats  900  i 
each  year  at  a  cost  of  about  $1,8' 
per.son.  "Most  people  who  are  hea 
ers  can  and  will  quit  if  they  are 
heavy  pressure,"  says  Kleiman. 


A  COST-EFFECTIVE 
PIAN  FOR 
REDUCING  CRIME 

Removinq  the  incentives  for 
criminal  oehavior  can  make 
Americans  safer.  Here's  how: 


1 


DATA  BUSINESSWEEK 


IMPROVE 
ENFORCEMENT 

Boost  spending  on  police  and 
by  one-third,  or  $1  5  billion,  to 
apprehension  and  conviction 
more  certain.  Increase  spendin 
prisons  and  jai  Is  by  20%,  or  $ 

2 FOCUS 
PUNISHMENT 

Release  juvenile  records  at  the 
adult  felony  conviction  so  that  hg 
offenders  can  be  quickly  identijo 
increase  use  of  boot  camps  for 
youthful  offend 


ers. 
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DATA:  DEPARTMENT  OF  JUSTICE,  HALLCREST  SYSTEMS  INC, 
NATIONAL  PUBLIC  SERVICES  RESEARCH  INSTITUTE,  BW 


retiuce  the  criminal  activities  of 
ople  you're  testing." 
by  itself,  increased  enforcement 
)t  be  enough  to  stem  the  tide  of 
;e.  "Short  term,  we  need  more 
.nd  more  aggressiveness  in  en- 
ent  and  prosecution,"  says  Louis- 
'ayor  Jerry  Al)rams()n,  chairman 
U.  S.  Conference  of  Mayors.  "But 
a  police  officer  gets  involved, 
;oo  late.  The  focus  has  to  be  not 
I  catching  crirninals  but  on  pre- 
l  criminals." 

50ver,  giving  young  people  alter- 
to  crime  can  multiply  the  effec- 
s  of  the  existing  criminal-justice 
.  For  every  person  not  commit- 
mes,  police  can  concentrate  more 
:es  on  hard-core  ci'iminals.  For 


example,  if  jol) 
training  and  edu- 
cation programs  lowered  the  crime  rate 
by  25%,  that  could  mean  an  increase  of 
as  much  as  one-third  in  the  expected 
punishment  for  lawbreakers. 

Unlike  many  social  programs,  inten- 
sive training  and  education  have  already 
provided  good  evidence  that  they  can 
reduce  the  crime  rate.  "Crime  is  a  young 
man's  game,"  says  Witte.  "Keep  them 
busy  and  doing  things  that  are  not  ille- 
gal, and  they  don't  get  in  trouble." 

For  example,  studies  of  the  federal 
Jol)  Corps,  which  is  a  residential  pro- 
gram for  basic  education  and  hands-on 
vocational  training,  show  a  big  drop  in 
arrests  for  program  participants.  "There 
are  few  programs  for  young  men  that 


IL 

flATED  CRIME 

sd  criminals  on  probation 
^  son  a  regular  basis,  which 
Ui  3wn  on  repeat  offenders, 
p  ling  on  drug  rehabilitation. 

i  ilNING 

jers  on  alternative  to  crime 
'^i'  I  the  size  of  the  Job  Corps, 
^iCi  I  proven  crime-reducing 
■  h  and  funding  for  privately 
"e'  il  education  and 
M  1  programs. 


5 SUPPORT 
NEIGHBORHOOD  SAFETY 

Encourage  a  shift  to  community 
policing,  which  puts  more  cops  on  the 
street  instead  of  behind  desks.  Use 
police  to  prevent  problems,  not  just 
respond  to  emergencies. 

6 LESSEN  LEVELS 
OF  VIOLENCE 

Expand  violence-prevention  and 
conflict-reduction  programs  in  the 
schools.  Toughen  federal  gun  control, 
and  buy  back  illegally  owned 
handguns  in  cities. 


we  can  document  as  working  well,"  says 
David  Long,  a  senior  research  associate 
at  Manpower  Demonstration  Research 
Corp.,  a  nonprofit  research  organization 
in  New  York.  "The  Job  Corps  stands 
out  as  strikingly  effective." 
A  NEW  WORLD.  The  key  to  the  success  of 
the  Job  Corps  and  similar  private  pro- 
grams is  providing  kids  with  a  whole 
new  environment.  That  makes  such  pro- 
grams expensive  to  run:  A  year  in  the 
Job  Corps  costs  about  $22,()()0.  Adding 
enough  slots  in  these  programs  to  make 
a  diffei'ence  could  cost  billions.  About 
650,000  juveniles  were  arrested  in  1992 
for  violent  and  property  crimes.  To  pro- 
vide programs  for  half  of  them  would 
cost  al)Out  $7  billion  annually. 

These  progi-ams  are  cheaper  than  the 
prisons  they  could  r-eplace,  though.  Aver- 
age per-inmate  cost  for  all  juvenile  facil- 
ities nationwide  runs  at  about  $."30,000 
annually.  That's  far  more  than  the  year- 
ly cost  of  a  slot  in  the  Jol)  Corps.  In 
some  cases,  the  difference  can  be  even 
l)igger.  Take  City  Lights  School  in  Wash- 
ington, with  100  inner-city  adolescents, 
many  of  them  violent  juvenile  offend- 
ers. According  to  Stephen  E.  Klingel- 
hofer,  development  director  at  City 
Lights,  the  $5.3-a-day  cost  is  a  bargain 
compared  with  the  $147  daily  tab  at 
Lorton  Reformatory  Youth  Center  in 
Lorton,  Va.  Ti'eatment  at  City  Lights 
can  be  as  simple  as  setting  a  good  exam- 
ple. "A  lot  of  these  kids  have  never  seen 
anyone  getting  up  in  the  morning  and 
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going  to  a  job,"  says  Klingelhofer.  "A 
lot  of  them  come  here  not  knowing  any 
other  way  to  settle  disputes  than  by 
violence." 

More  and  more  police  departments 
are  focusing  on  prevention  as  well.  This 
new  philosophy  goes  under  the  name  of 
"community  policing,"  which  means  reor- 
ganizing jiolice  departments  to  put  more 
officers  in  the  field  and  focusing  on  help- 


ing neighborhoods  prevent  crime  rather 
than  just  reacting  to  emergencies.  That 
approach  may  include  having  more  police 
out  walking  beats,  working  with  social 
service  and  community  agencies,  and 
generally  getting  to  know  the  residents. 
"We  want  to  improve  the  cjuality  of 
life  in  the  neighborhoods,"  says  Jerry 
Galvin,  police  chief  of  Vallejo,  Calif., 
which  has  used  community  policing  for 


six  years  and  seen  violent  crime 
by  33%. 

If  combined  with  organizational 
forms,  a  shift  to  community  pol  i 
need  not  mean  a  huge  expenditui 
new  resources,  advocates  say.  "( 
munity  policing  has  nothing  to  do 
new  officers  or  more  money,"  says^ 
vin.  "But  you  have  to  remake  th( 
partment  to  make  community  pol 


AN  ANGUISHED  CRY  OF  'ENOUGH'  IN  AMERICA'S  KILLING  FIELDS 


Crime  is  an  American  tragedy,  es- 
pecially for  blacks.  Afincan  Amer- 
icans are  disproportionately  both 
perpetrators  and  victims  of  criminal 
violence.  Blacks  make  up  almost  half 
the  country's  prison  admissions,  and 
nearly  one  in  four  black  men  between 
the  ages  of  20  and  29  is  in  prison,  on 
parole,  or  on  probation.  And  homicide 
is  the  leading  cause  of  death  among 
black  youths.  Says  Marian  Wright  Ed- 
elman,  president  of  the  Children's  De- 
fense Fund:  "We  lose  more  black  men 
to  guns  in  our  cities  in  one  year  than 
we  lost  to  all  the  lynchings  after  the 
Civil  War." 

Fear  stalks  inner-city  streets.  And  in 
recent  months,  political  leaders,  minis- 
ters, and  academics  have  all  begun  a 
crusade  against  crime,  crying  out  to 
young  black  men  to  stop  the  \aolence. 
The  Reverend  Jesse  Jackson  rails 
against  the  lethal  combination  of  guns 
and  drugs  in  inner-city  high  schools. 
President  Bill  Clinton  invokes  the  leg- 
acy of  Dr.  Martin  Luther  King  Jr.  in  a 
plea  to  stop  killing  "each  other  with 
reckless  abandonment."  Increasingly, 
both  liberals  and  conservatives  are 
crossing  racial  and  ideological  divides 
to  find  common  ground  on  policies  that 
nurture  families,  support  communities, 
create  jobs,  and  provide  more  police 
protection  in  America's  ghettos. 

What's  so  discouraging  is  that  black 
crime  has  become  pervasive  in  many 
inner  cities  even  as  black  politicians 
have  gained  power  throughout  the 
land,  as  the  ranks  of  the  black  middle 
class  have  expanded,  and  as  black  high 
school  graduation  rates  have  risen. 
CRIME  PAYS.  The  reasons  for  the  in- 
crease in  violent  crime  are  multifacet- 
ed,  but  the  starting  point  is  economic: 
The  rewards  for  honest  work  for  the 
less-educated  have  fallen,  while  the 
payoff  for  crime  has  risen.  Urban  jobs 
declined  sharply  beginning  in  the  early 
1970s,  as  foreign  competition  heated 
up.  Inner  cities  began  a  downward  spi- 
ral as  work  disappeared. 

At  the  same  time,  explosive  'growth 


in  the  drug  trade  and  other  illegal  pui'- 
suits  offered  jobs  and  good  money.  A 
1989  survey  of  youth  crime  in  Boston 
shows  that  average  hourly  pay  from 
crime  ranged  from  $9.75  to  $19  an  hour 
(and  no  taxes),  vs.  the  $5.60  an  hour 
that  youths  earned  after  taxes  from 
legitimate  work,  according  to  Richard 
B.  Freeman,  an  economist  at  Harvard 
University.  "Essentially,  what  is  hap- 
pening is  that  wage  and  employment 
opportunities  have  declined  dramati- 
cally, and  opportunities  in  the  crimi- 
nal sector  have  grown,"  says  Harry  J. 
Holzer,  an  economist  at  Michigan  State 
University. 
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The  sharp  decline  of  the  two-pai 
family  is  also  part  of  the  crime  p 
lem.  These  days,  56%  of  black  fj 
lies  are  headed  by  women,  and  the 
ure  increases  significantly  in  inner- 
neighborhoods.  A  large  part  of  the 
cline  in  marriage  rates  is  traceabl 
male  joblessness  and  extraordin 
poverty  levels.  The  welfare  system 
courages  female-headed  householdi| 
providing  financial  support  to  unr| 
ried  mothers.  The  upshot:  Juven 
from  single-parent  families  ha\ 
greater  chance  of  being  involved 
crime— especially  murder  and  robh 

Young  criminals  are  devastal 
many  inner-city  communities, 
throwing  them  into  jail  for  short 
ods  only  seems  to  make  things  w«sf 
in  the  long  run.  When  they  returtt 
their  communities,  they  bring  backhf 
violent  ethics  of  the  cell  block.  Dr 
violent  crime,  and  prisons  are  a  pa 
everyday  life.  "If  you  haven't  beeru' 
rested,  you  haven't  gone  throu^  a 
rite  of  passage,"  says  Marvin  Dur  a 
psychology  professor  at  Florida  Irff 
national  University. 
FEW  ROLE  MODELS.  The  ecolog 
crime  isolates  inner-city  commui 
in  other  ways.  Few  entrepreneurs 
businesses  in  high-crime  disti 
where  they  can  easily  become  mu  e 
or  robbery  victims.  Middle-class  bl  it- 
have  fled  for  safer  streets,  too.  Ii 
cially  segregated,  poverty-.stri 
neighborhoods,  young  people  are 
exposed  to  the  work  ethic,  and  ii 
mal  networks  of  church  and  con 
nity  groups  are  being  drained  of ' 
most  prominent  middle-class  mem 

To  make  even  a  dent  in  the  vioi 
will  require  policies  ranging  from 
ily  support  networks  to  more  p< 
Most  important,  there  must  be  jo! 
compete  with  the  lure  of  crime.  \ 
out  jobs,  high  levels  of  violent 
America's  cities  will  continue,  ; 
with  disproportionate  black  incar^ 
tion— and  unimaginable  suffering. 

By  Christopher  Farrell  in  New 
with  bureau  reports 
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If  you  think  home  theater  me^  a  room  full 
of  speakers  the  size  of  movie  posters... 

Think  ^ain. 


The  Bose  Aajiistiiikjss-?  honic  thaitcr  sl>aikcr  system 


h  fact,  the  more  I  use 
Dustimass  speakers,  the 
nore  amazed  I  am. " 

-Julian  Hirsch,  Stereo  Review 


1 1,  innio-fiil  lows  that  help  make 
-  nnid  so  real  are  produced  Iry  the 
tented  Acoiistimass  bass  module. 
I  iinpletely  out  of  vieiv  anyivhere  in 

'  7. 


Like  magic,  Bose  AcoListimass' 
home  theater  speaker  systems  turn 
an  evening  at  home  into  a  niglit  at 
the  movies. 

Home  theater 
made  more  lifelike 

At  your  favorite  movie  theater 
you  hear  eveiything,  all  around  you, 
no  matter  where  you  sit.  Bose  Direct/ 
Refleaing'  speaker  teclinology  pro- 
vides movie  theater  realism  in  your 
home  by  reflecting  part  of  the  sound 
off  your  walls.  Everyone  watcliing 
gets  the  same  lifelike  movie  experience. 

Your  movie  theater  also  provides 
consistent,  matched  sound  -  because 
all  the  speakers  are  the  same.  This 
advantage  is  usually  ignored  with 
home  theater,  but  not  with  Acousri- 
mass  speakers.  Like  the  movies,  they 
have  identical  left,  center,  and  riglit 
channels. 

And  for  complete  surround,  add 
other  Acoustimass  speakers  for 
matched  rear  channel  sound. 

Home  theater  made  smaller 

Conventional  speaker  technology, 
where  better  sound  means  bigger 
speakers,  makes  home  theater 


impractical.  But  Acoustimass  speaker 
arrays  stand  no  taller  than  a  video 
tape,  so  you  can  place  them  just 
about  anywhere. 

And  Acousrimass  home  theater 
speaker  systems  are  only  made  by 
Bose,  the  most  respected  name  in 
audio. 

Check  your  local  newspaper 
for  special  offers 

Tlien  go  look.  And  listen.  You'll 
find  there  s  an  Acoustimass  home 
theater  speaker  system  to  fit  your 
needs  and  yoLU"  budget.  Or  call  us 
toll  free  for  more  information  and 
names  of  authorized  dealers. 

With  Acoustimass  speakers,  you'll 
no  longer  just  watch  a  train  cross 
your  TV  screen.  You'll  feel  it  rumble 
riglit  tluough  your  living  room. 

Call  for  a  HIEE  Guide 
to  home  theater. 
1-800-444-BOSE  Ext.  316 

(1-800-444-2673) 
Mon-Fri  9AM  to  9PM.  Saturday  9AM  to  5PM 

(TJ  IWl  IVrt  t  ..qT.,r,(nnti.  t  .ivmJby  p.iraii  n^hts  i-.mh.-J  jiid/<it  pniJinj;  )N''4-1MN 


Better  sound  through  research 


Imagine  a  PC  That's  Destined  To 
Dominate  Tiie  Performance  RaceJ 

'     •  "       Set  your  sights  on  superior  performance. 
•  '    /■  5; '        With  the  new  DECpc™XL  Series  from  Digital. 
■  '-^  :  ■  .  •     i486™or  Pentium™  powered  and  ready  to  lead  the 
;   .     '         way  today.  With  a  breakthrough  design  that  can 
^   ..  .     • help  you  dominate  tomorrow.  They're  the  first  PCs 
• '     .  '    '    that  can  actually  grow  from  i486  to  Pentium  all  the 
.  ■  way  up  to  Alpha  AXP™ —  the  fastest  microprocessor 

.:  on  the  planet.  The  XL  PCs  are  even  ready  to  convert 
■ to  future  generations  of  these  processors.  Creating 
'V  , .  ,    '   •-    wider,  faster  lanes  for  all  your  data  with  a  unique 
.  / .  '•'  use  of  PCI  local  bus  technology.  While  offering 

^  .  '  '      .  '  ■  :     future  options  that  protect  your  investment  by 

■  '■: ,  i  .  .■  going  far  beyond  traditional  expandability. 

,    .  /^     •  •  Imagine. ..a  PC  so  powerful,  so  progressive 

'     •  ,  and  so  incredibly  cost-effective.  For  more 

: : ;  ■  yl :  information  on  setting  a  faster  pace  for  your 

■  "  ;  ;:  :V  -   business,  talk  to  the  people  at  Digital.  Today. 

Call  1-800-215-8760 

8:30  a.m.  to  8:00  p.m.  Mon  -  Fri  EST.  Reference  BMQ 


The  new 
Pentium 
powered 
DECpcXL560. 
Rated  at  over 
80  miliion 
WINmarks. 
The  XL  Series 
starts  at  $2599. 
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'  In  Vallejo,  80%  of  police  officers 
1  the  field  vs.  the  national  aver- 
^  about  60%. 

V  Haven,  Conn.,  has  had  the  same 
ience.  In  early  1993,  New  Haven 
d  to  community  policing  rather 
just  having  officers  answer  911 
rhat  required  more  po- 
1  the  street.  The  solu- 
jubstitute  civilian  staff 
ps  who  used  to  pump 
to  police  cruisers  and 
)ut  billy  clubs  and  clip 
3,  It's  cost-effective  as 
\n  officer  costs  about 
as  much  as  a  clerical 
T  and  is  much  more 
5ive  to  train. 
S  CYCLE.  Part  of  what's 
about  the  latest  wave 
16  is  not  just  the  num- 
)ut  the  brutality  in- 
,  especially  the  ram- 
se  of  firearms.  From 
0  1991,  robberies  in- 


THE 
JOB  CORPS 

WORKS 
-AND  IT 
COSTS  A  LOT 
LESS  THAN 
PRISON 


i  by  27%,  but  the  use  of  a  fire- 
iring  a  robbery  increased  by  49%. 
a  vicious  cycle,  crime  is  escalat- 
number  of  guns  in  private  hands, 
itened  Americans  search  for  pro- 
.  At  Colt  Manufacturing  Co.  in 


Hartford,  Conn.,  commercial  handgun 
sales  are  running  about  25%  higher  in 
1993  than  they  were  in  1992.  "A  whole 
gamut  of  industries  are  supplying  the 
services  that  are  being  created  by  the 
crime  statistics,"  says  Colt  Chairman 
R.  C.  Whitaker. 

Can  this  spiral  of  violence 
be  broken?  Certainly  a  fed- 
eral law  making  handguns 
illegal  would  sharply  de- 
crease the  number  of  gims 
being  sold  and  make  their 
street  price  much  higher, 
though,  like  Prohibition  in 
the  1920s  or  the  war  against 
drugs  in  the  1980s,  it  might 
be  very  expensive  to  en- 
force. But  with  60  million 
handguns  already  in  private 
hands,  even  an  effective  ban 
on  guns  might  not  be 
enough.  One  intriguing  pos- 
sibility is  to  return  to  an  ap- 
proach that  has  been  tried 


successfully  in  the  past— buying  back 
handguns.  In  1974,  the  City  of  Baltimore 
decided  to  offer  $50  per  gun.  In  three 
months,  13,792  guns  were  turned  in.  A 
similar  program  today  could  help  get  il- 
legally owned  guns  off  the  street,  espe- 


cially if  combined  with  national  gun 
control. 

Some  gi'oups  are  trying  to  stamp  out 
juvenile  crime  before  it  starts  by  teach- 
ing kids  that  violence  simply  is  not  the 
only  way  to  settle  disputes.  That  ap- 
proach can  be  cost-effective,  experts  say, 
if  it  is  started  early.  For  example,  Ho- 
ward University's  Violence  Prevention 
Project  is  trying  to  teach  40  troubled 
4th,  5th,  and  6th  graders  to  cope  with 
boredom,  frustration,  and  anger  with- 
out reaching  for  a  weapon.  "Is  it  work- 
ing? It's  too  early  to  tell,"  admits  Hope 
Hill,  director  of  the  program.  "It  ap- 
pears to  be,  but  it  will  take  several 
years  to  know." 

In  the  end,  no  one  solution  will  work, 
and  no  cheap  and  easy  cure  is  possible. 
But  the  tremendous  cost  of  crime  to 
Americans  demands  that  we  not  give 
up.  The  coimtry's  great  wealth  can  sure- 
ly be  harnessed  in  an  effective  way  to 
provide  the  remedies  that  will  allow  peo- 
ple to  walk  the  streets  without  fear 
again. 

By  Michael  J.  Mandel  in  New  York 
and  Paul  Magnusson  in  Washifigton,  with 
James  E.  Ellis  in  Chicago,  Gail  DeGeorge 
in  Miami,  Keith  L.  Alexander  in  Pitts- 
burgh, and  bureau  reports 
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0-8144-5022-9, 213  pages,  $22.95  (Hardcover) 
From  AMACOM 


Everyone's  reengineering — but  who's  making  it  work? 
Only  those  who  are  rethinking  their  organizations 
first.  Jobs,  career  paths,  and  corporate  structtires  need 
to  be  rethought  before  reengineering  can  take  hold.  And 
Rethinking  the  Corporation,  by  renowned  Arthur  D. 
Little  consultant  Robert  M.  Tomasko,  leads  the  way 
with  from-the-ground-up  rethinking  strategies  that  are 
working  all  over  the  business  world  and  are  ready  for 
you  to  implement  today 
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Commentary/by  Mike  McNamee 


IT'S  TIME  TO  START  'THINKING  ABOUT  TOMORROW 


Take  aging  l)aby  boomers,  now  hit- 
ting their  late  40s,  with  mansion- 
size  mortgages  and  shantytown  sav- 
ings accounts.  Add  corporate  downsizing, 
career  uncertainties,  and  the  resulting 
tui-moil  in  pension  coverage.  For  good 
measure,  throw  in  Social  Security,  whose 
day  of  insolvency  gets  closer  every  time 
two  gray  heads  pulling  a  U-Haul  cross 
the  Florida  state  line. 

If  that  brew  makes  you  feel 
more  than  a  bit  queasy,  you're 
far  from  alone.  Economists 
looking  ahead  at  the  baby 
boomers'  prospects  for  retire- 
ment are  finding  them  to  l)e 
gi"im.  And  there  is  precious  lit- 
tle cause  for  optimism  in  re- 
cent pension  news.  On  Nov.  22, 
the  Pension  Benefit  Guaranty 
Corp.  (PBGC)  disclosed  that  the 
gap  l^etween  promised  benefits 
and  assets  in  the  50  most 
underfimded  traditional  pension 
plans  gTew  by  30%  last  year,  to 
$38  billion,  in  part  because  low- 
er interest  rates  are  shrinking 
the  earnings  of  pension  portfo- 
lios. In  light  of  those  low  rates, 
the  Securities  &  Exchange 
Commission  may  soon  force 
even  healthy  retirement  plans 
to  adjust  their  balance  sheets. 
That  could  accelerate  compa- 
nies' moves  away  fi'om  paternalistic  .guar- 
anteed pension  benefits  and  toward  plans 
that  turn  over  retirement  investment 
decisions  to  workers  themselves. 
HOT  BUTTON.  Baby  boomers,  who  will 
start  turning  65  in  just  18  years,  aren't 
making  up  for  shakier  pensions  by  sock- 
ing away  more  savings.  Instead,  they 
face  a  huge  gap  between  their  bank  bal- 
ances and  what  they  need  for  a  com- 
fortable old  age  (chart).  "People  are  just 
awakening  to  the  news  that  they've  got 
to  take  responsi])ility  for  their  own  re- 
tirement," says  Dallas  L.  Salis- 
bury, pi'esident  of  the  Employee 
Benefit  Research  Institute. 

Washington  knows  that  re- 
tirement fears  fuel  the  public's 
growing  discontent  with  the 
economy  and  government.  But 
some  of  the  capital's  sharpest 
politicians  see  an  opportunity 
as  well  as  a  threat.  They  pre- 
dict that  "retirement  security" 
will  be  the  next  hot  button  on 
the  domestic  agenda.  "If  health 


reform  is  the  issue  of  today,  pension  re- 
form is  the  issue  of  tomorrow,"  says 
House  Ways  &  Means  Committee  Chair- 
man Dan  Rostenkowski  (D-IIL).  In  the 
Senate,  New  Jersey  Democrat  Bill  Brad- 
ley is  planning  hearings  next  year  on 
retirement  issues:  "We  need  to  strength- 
en the  pension  system  today  rather  than 
wait  for  it  to  falter  tomorrow,"  Bradley 
warns. 
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Rostenkowski  and  Bradley  are  just 
beginning  to  frame  the  issue.  But  they 
are  still  far  ahead  of  the  Clinton  Admin- 
istration. The  gang  that  campaigned  to 
the  strains  of  Don't  Stop  Thinking  About 
Tomorrow  hasn't  even  started  thinking 
about  pension  policy.  Labor  Secretary 
Robert  B.  Reich  has  offered  a  PBGC  re- 
form plan  to  force  companies  to  bring 
their  underfunded  pension  plans  into  bal- 
ance. But  underfunding  is  an  old  prob- 
lem, and  Labor  officials  refuse  even  to 
talk  about  the  greater  challenges  of  the 


BOOMERS  ARE  SITTING  ON  SKIMPY  NEST  EGGS 


GAP  BETWEEN  SAVINGS  NEEDED  TO  MEET 
RETIREMENT  GOALS  AND  ACTUAL  SAVINGS  FOR 
MARRIED  COUPLES,  AGE  35-45 


1990  2000  2010  2020  2030  JO40  2050 
A  MILLIONS  „.,...„.„,  ,>,u.u. 


baby  boomers'  retirement.  Tli 
ond-term  issue,"  they  confide. 

Delay  could  be  dangerou 
Washington  last  thought  serii 
retirement  policy  20  years 
since,  it's  been  tinkering  with 
print,  and  those  haphazard  c! 
the  cause  of  many  of  the  p< 
tem's  current  problems.  In 
companies  boosted  their  conti 
old-fashioned,  defii 
pension  plans  in  r( 
pension-friendly  cor 
Ijreaks.  But  in  the  • 
gress  and  the  Wli 
started  whittling  a 
incentives,  and  pen 
age  fell. 

Having  trampled 
rots,  some  politician 
answer  now  is  the  - 
tor  Howard  M. 
(D-Ohio)  will  soon 
that  would  tilt  pei 
fits  toward  lower-in( 
ers.  And  other  lihc 
crats  want  to  res 
Carter-era  notion  of ; 
a  new  payroll  tax  ti 
sions  for  all  workei 
approach  would  tei 
nies  to  dump  their 
onto  the  governme 
the  coi'porate  retirei 
net  into  a  new  national  liabili 
Instead,  lawmakers  pursui, 
reform  should  focus  on  three  t 
would  direct  the  debate  towa 
solutions. 

■  First,  retirement  policy  mu.^ 
ered  on  its  own  merits— not 
cousin  to  budget  politics.  F( 
decade,  Washington  has  treats 
as  a  cash  cow  for  deficit  rei 
undermined  pension  funding, 
example.  Congress  lowered 
businesses'  tax-deductible  p< 
tributions  to  pick  i 
lion  over  three  ye: 
revenue.  As  a  result 
were  barred  from  i 
money  into  an  esti 
of  big  pension  plan^ 
contributions  were  I' 
sion  obligations  co 
grow,  so  many  emji 
face  a  stiff  bill  to 
plans  into  balance,  'i 
choice:  "Rather  thai 
some  of  those  spons  - 
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erminate"  the  plans,  says  Research 
Sylvester  J.  Schieber  of  Wyatt 
lefits  consultant.  The  result:  Work- 
fits  would  no  longer  grow,  and 
short-term  deficit  cut  could  cost 
my  billions  in  lost  savings, 
'ond  theme  is  a  touchy  one:  To 
good  retirement  for  workers, 
m  has  to  permit  better  pensions 
;.  Pension  law  tries  to  balance  tax 
3  with  fairness:  Executives  can 
e  in  workers'  pension  plans  but 
ct  to  tough  rules  ensuring  that 
re  spread  fairly  to  all  covered  em- 
ut  recent  tax  bills— including  Pres- 
iton's  tax  hike— have  tilted  that 
lutting  the  squeeze  on  contribu- 
highly  compensated  employees, 
its  "are  divorcing  top  executives 
•  companies'  mainstream  pension 
?ues  James  A.  Klein,  executive 
'  the  Association  of  Private  Pen- 
Ifare  Plans,  which  lobbies  on  ben- 
s.  When  managers  don't  share  in 
lenefits,  those  benefits  don't  get 
attention— or  funding.  Congress 
ce  its  obsession  with  equity  if  it 
larness  bosses'  self-interests  on 
ehalf. 

1  theme  is  flexibility.  While  com- 
defined-benefit  plans  stagnate, 
1  in  pensions  is  in  self-directed 
programs,  such  as  401(k)s.  These 
greater  portability  to  meet  the 
needs  of  a  more  mobile  work 
they're  also  more  likely  to  be 
ishing  in  low-yielding  invest- 
spent  when  workers  switch  jobs, 
ternalism  can't  be  resurrected, 
olicies  should  help  ensure  that 
ng  on  to  their  savings.  Congress 
the  tax  penalties  for  spending 
funds.  And  businesses  should 
savings  options,  backed  by  in- 
iucation  that  helps  workers  learn 
die  their  nest  eggs. 
?  pension  rules  won't  guarantee 

8:irement  for  the  massive  baby- 
ration.  Security  requires  sav- 
it  sacrifice  for  future  comfort— 
:ans  haven't  done  very  well  on 
'Ver  the  past  20  years.  As  Ros- 
'.ays:  "We've  yet  to  discover  an 
ng  actuaries  that  stirs  the  imag- 
t  pension  reform  can  make  the 
'  Tifice  less  painful,  and  the  pay- 
huge.  Boosting  retirement  sav- 
dley  notes,  will  set  in  motion  "a 
lie  of  economic  growth  and  job 
'lich  are  the  only  long-term  an- 
■ir  problems."  Baby  boomers— 
:  ig  to  realize  that  they,  too,  can 
■fford  to  sit  this  debate  out. 


I  covers  social  trends  from  the 
9t\  bureau. 


Leaving  Your  Job? 
Give  Your  Retirement 
Savings  a  New  Start  Too. 

If  you're  about  to  leave  your  job,  you  may  be  receiving  a 
distribution  from  your  employer's  retirement  plan.  Knowing  your 
options  before  you  leave  your  job  may  help  you  protect  your 
retirement  savings  fi'om  45%  or  more  in  taxes  and  penalties.' 
A  Rollover  IRA  cm  keep  100%  of  your  eligible  retirement 
pkin  money  working  for  you. 

Fidelity's  free  Common  Sense  Guide  To 
Keeping  Your  Retirement  Plan  Money 
Working  is  designed  to  help  provide  you  with 
easy-to-understiind  expliuiations  of  your  choices. 


"(Many  companies)  are 
going  after  your  IRA  money 
with  offers  to  cut  account 
maintenance  fees . . . 
Fidelity's  no-fee  deal  looks 
the  best" 

-Jean  Shemian  Chatzky,  Smart  Money, 
June  1993 


Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 
Fidelity  Inuestmenis^ 

^  Common  sense.  Uncommon  results. 

2r 

For  a  free  Rollover  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses, 
call  tor  a  current  fund  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'If  you  are  in  the  36%  federal 
income  ia,\  bracket  and  subject  to  the  1 0%  early  withdrawal  penalty.  'This  offer  applies  to  certain  Fidelity  retirement 
plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan  Fund  °,  Fidehty  New  Millennium'"  Fund,  and 
Fidelity  Select  Poilfolios '  are  excluded.  'For  Fidehty  mutual  fund  IR\s,  the  $  10  annual  IRA  maintenance  fee  will  be 
waived  for  mutual  fund  IRA  accounts  with  a  balance  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity 
Self-directed  IRAs,  the  fee  is  $20,  and  will  be  waived  if  imy  Fidelity  mutual  hind  position  in  the  account  is  $5,000 
or  more  at  the  hme  of  fee  billing.  'For  l'-)94,  the  waiver  is  based  on  trades  from  1 1/1/93  through  10/31/94,  and 
apphes  to  any  two  trades  made  in  retirement  accounts  in  your  name.  Trades  in  mutual  hinds  and  hmited  partner- 
ships are  excluded.  You  must  have  a  Fidelity  prototype  plan  with  an  FDIC  insured  custodian/trustee  to  qualify. 
Fidelity  Distributors  Corporation,  Fidelity  Brokerage  Services,  Inc.  Member  NTSF,  SIPC. 


Fidelity's  no-load, 
no-fee  IRA  offer  includes 
over  50  no-load  stock, 
bond  and  money  miirket 
funds  for  your  IRA. '  And,  if 
your  Fidelity  mutual  fund 
IRA  account  has  $5,000  or 
more,^  or  if  you  trade  at 
least  twice  in  a  Fidelity  Bro- 
kenige  IRA, '  we'll  waive  the 
iuinual  IRA  miuntenance 
fee.  Call  for  details. 
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COMPUTER  SERVICES  I 


IBM:  A  BULL'S-EYE 
AND  A  LONG  SHOT 


Are  IBM's  years  of  woe  over?  Wall  Street  seems  to  think  so.  Fi^esh  rev- 
enue gi'owth  and  narrowing  losses  have  inspired  buy  recommendations- 
pushing  the  stock  to  the  mid-50s  from  less  than  42  in  September. 
Still,  the  picture  is  cloudy.  Growth  is  coming  fi-om  a  surge  in  services 
and  a  turnaround  in  PCs.  But  neither  business  is  highly  profitable.  In 
services,  the  plan  is  simple:  cut  costs  and  pursue  business  more  selec- 
tively. In  PCs,  the  plan  is  bolder— and  much  more  of  a  long  shot.  Using 
the  hot  new  PowerPC  chip,  IBM  plans  to  create  a  new  industry  standard 
that  redefines  what  a  PC  is. 


FOR  SERVICES, 
PAY  DIRT  AT  LAST 


F 


or  years,  as  IBM  tried  to  halt  its 
slide,  its  top  executives  and  Wall 
Street  analysts  agreed  on  one 
thing:  By  moving  aggi'essively  into  pro- 
viding professional  services, 
such  as  consulting  and  systems 
integration,  the  computer  giant 
could  make  up  for  plunging  prof- 
its in  hardware.  The  good  news 
is,  a  decade  after  IBM  began  talking 
about  a  major  push  in  services,  it  is 
finally  getting  somewhere.  The 
news:  So  far,  services  haven't  done 
much  for  the  company's  bottom  line. 

As  IBM  pr'epares  to  close  the  books  on 
1993,  its  services  business  stands  out  as 
one  of  the  bright  spots.  For  the  nine 
months  ended  Sept.  30,  worldwide  ser- 
vice revenues— excluding  those  from 
maintaining  hardware— shot  up  32%,  to 
$6.6  billion.  That  includes  such  activities 
as  running  customers'  data  centers  (out- 
sourcing!, designing  new  information 
systems  to  solve  specific  problems  (sys- 
tems integration),  and  high-level  con- 
sulting (l)usiness  process  reengineering). 
For  the  year,  service  revenues  will  top 
$9.65  billion,  reckons  .John  B.  Jones  Jr., 
a  Salomon  Brothers  Inc.  analyst  (chart). 
That  would  be  15%  of  total  revenues, 
up  from  just  4.8%  in  1989.  The  pie  in- 
cludes Eluropean  service  revenues— about 
$2.3  billion  last  year— and  sales  by  the 
Federal  Systems  Div.,  which  brought  in 
$2.2  billion  last  year  and  which  the  cor- 


poration   now    is    looking    to  sell. 

Profits  are  a  different  story.  IBM 
doesn't  disclose  them,  and  analysts  say 
they're  hard  to  detect.  One  drag  has 
been  IBM's  superaggressive  bidding  for 
contracts  to  build  up  its  outsourcing 
business.  Its  Integi-ated  Systems  Solu- 
tions Co.  (ISSC)  subsidiary  has  been 
undercutting  competing  bids  by  as  much 
as  30%,  say  rivals  such  as  Electronic 
Data  Systems  Corp.  (EDS)  and  Computer 
Sciences  Corp.  (esc).  The  result,  says 
Bonnie  Digrius,  vice-president  at 
/  consultants  Gartner  Group  Inc.,  is 


IBM  s  gi'oss  margins  m  services 


(  that 

may  be  as  low  as  10%,  compared 
with  an  estimated  23%  for  EDS.  Its 
operating  margin:  2%  or  less, 
vs.  12%  at  EDS  and  6%  at 
CSC.  IBM  declines  to 


discuss 
its  profits 
specifically,  but  a 
spokeswoman  says,  "We  are 
not  buying  market  share." 

ISSC,  established  in  1991  to 
serve  U.  S.  customers  only,  will 
have  revenues  of  $4.7  billion 
this  year— including  $2.5  billion 
in  liusiness  from  within  IBM, 
says  Digrius.  Now,  the  focus  i^ 
shifting  to  profits,  says  Denn 
Welsh,  who  was  named  genera 
manager  of  IBM  North  America 
services  in  October.  He's  chair 
man  of  ISSC  and  also  oversees 
service  activities  in  IBM's  40- 


SERVINifl 
GROWl 

IBM'S  REVeNlif! 
PORT  SERVICES 
IS  -  HARDWARE  Mi- 


'92     '93  m 
A  BILLIONS  OF  DOLLAR 
DATA:  SALOMON  Bli(£ 


odd  sales  areas  around  the  con  i 
Welsh,  50,  joined  IBM  in  1966  to  , 
on  the  Apollo  space  program  ando 
through  the  ranks  to  manage  larger, 
tems-integi'ation  contracts  with  tli( 
eral  government. 
His  newly  formed 
services  empire  is 
designed    to  im- 
prove responsive- 
ness and  cut  costs. 
"We're   trying  to 
eliminate  redundan- 
cies,"    he  says. 
"We're  focused 
very  heavily  on  be- 
ing   the  low-cost 
provider   of  solu- 
tions."   For  ISSC, 
that  means  identi- 
fying  more  prof- 
itable deals  and  slashing  sales,  gei^ 
and  administrative  expenses— as  ;i 
centage  of  revenues— from  doub 
single  digits,  says  Samuel  J.  Palmi ; 
ISSC  president. 

A  NOVICE.  Despite  its  minimal  profi.b: 
ity,  however,  ISSC  has  achieved  iro 
tant  goals  for  IBM.  It  was  created 
time  when  EDS  and  other  outsout 
were  scooping  up  longtime  mainfim 
customers.  Big  lianks  and  corpor: 
were  cutting  overhead  by  selling  i 
data-processing  departments— cor.'U 
ers,  employees,  the  lot— to  compm 
such  as  EDS  and 
ing  back  com] 
services  at  a 
fee.  Now,  i 

WELSH:  THE 
APOLLO  SPil- 
PROGRAM  f  l 
SHAPING  A 
SERVICES 
EMPIRE 
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rcing  "keeps  {'ustomers  in  tlie 
;hurch,"  says  Howard  Anderson, 
}nl  of  Yankee  Group,  a  consult 
m.  "Maybe  they're  in  a  different 
ut  they  can  come  back  to  [buying 
arj  real  easily." 

I  novice,  IBM  didn't  appreciate  all 
xicacies  of  outsourcing,  analysts 
BM  underestimated  the  cost  of 
T\g  some  early  projects,"  says  Bob 
'd,  a  former  iBMer  who's  now  di- 

of  services  research  at  market 
cher  Dataquest/Ledgeway.  "It 

got  burned."  Last  year,  ISsc 

a  10-year,  $3  billion  deal  to  run 
mell  Douglas  Corp.'s  information 
IS.  "Our  best  estimates  are  that 
s  losing  money  in  the  early  years 

contract,"  says  Wendell  Jones, 
1  manager  of  the  aerospace  com- 
computer  division.  "We'll  be  prof- 
every  year  of  the  contract,"  the 
)keswoman  says. 

MPHASIS.  But  Big  Blue  can  uti- 
;  close  relations  that  outsourcing 
jhes  to  sell  customers  other  ser- 
'"or  instance,  IBM's  recent  10-year, 
illion  outsourcing  contract  with 
m  Pacific  Rail  Corp.  could  lead  to 

of  dollars  of  revenue  from  futui'e 
iment  projects.  The  Southern  Pa- 
il is  one  of  the  biggest  this  year, 
Imisano  reports  that  he  hopes 

8  to  10  more  of  similar  size  by 
1. 

with  Welsh's  new  emphasis  on 
ig  profitability,  IBM's  ranks  of  ser- 
"sonnel  are  swelling.  Mainly  be- 
agrees  to  hire  its  clients'  data- 
ig  workers,  ISSC  has  seen  its  head 
'ow  from  about  11,000  employees 
r  to  about  15,000  workers  today, 
ts  upward  pressure  on  costs,  but 
10  says  that  the  outsiders  bi'ing 
■  skills  with  them,  including  in- 
nowledge  of  specific  industries, 
es  to  apply  that  knowhow  in  the 
tries  it's  focusing  on. 
j  i  has  any  major  weaknesses  in 
ij  ,  analysts  say,  there  are  two: 
jj  16  company  has  yet  to  match 
st  competitors  in  depth  of  con- 
expertise.  To  change  that,  it's 
up  with  specialist  consulting 
id  aggressively  hiring  experi- 
lent  to  run  its  industry  gi'oups. 
id  John  Singleton,  former  chief 
ion  officer  of  Bank  of  America, 
its  banking  practice,  for  in- 
\nd  then  there's  the  lingering 
1  that  when  it  comes  to  select- 
right  computers  and  software 
ent's  needs,  IBM  will  always 
ard  its  own  products.  Short  of 
■  services  altogether,  IBM  may 
lay  such  fears  completely.  It 
have  to  win  customers'  confi- 
e  way  it's  doing  now,  contract 
ict. 

3y  John  W.  Verity  in  New  York 


COMPUTERS 


IBM's  Mil:  A  PROTOTYPE  POWERPC  SYSTEM  CAN  UNDERSTAND  SPOKEN  COMMANDS 


CHIPPING  AWAY 
AT  INTEL 


The  personal-computer  business  has 
been  good  to  IBM  this  year.  Sales 
have  soared,  and  the  IBM  PC  Co. 
has  taken  back  lost  market  share.  But 
no  matter  how  well  IBM  does  in  PCs,  it's 
still  tough  to  make  money.  Intel  Corp. 
and  Microsoft  Corp.  profit  handsomely 
fi"om  near-monopolies  in  basic  PC  technol- 
ogy, but  PC  makers  have  seen  net  mar- 
gins plunge  fi-om  8.1%  to  3.9%  since  1987, 
according  to  McKinsey  &  Co.  "The  truth 
is  that  we've  become  little  more  than 
assemblers,"  says  IBM  exec  Nobou  Mii. 

Mii  aims  to  change  all  that.  The  62- 
year-old  veteran  of  IBM  Japan  is  now 
president  of  IBM's  newly  created  Power 
Personal  Systems  Div.,  formed  to  make 
and  sell  machines  that  Mii  hopes  will 
redefine  the  PC.  He 
started  showing  off 
prototypes  in  Novem- 
ber, and  they're  not 
your  father's  Oldsmo- 
bile.  One  PowerPC 
system,  due  out  in 
the  second  half  of 
1994,  has  a  slick  black 


Using  its  PowerPC  chip, 

IBM  has  a  plan 
V,   to  redefine  the 
PC  standard 


case  and  a  flat-panel  screen  that  seems 
to  float  in  space.  It  responds  to  voice 
commands,  takes  dictation,  and  reads 
handwriting.  A  computer-generated  talk- 
ing head  on  the  screen  announces  in- 
coming E-mail,  offers  helpful  hints,  and 
keeps  track  of  appointments— all  for 
about  $3,500. 


At  least  that's  what  the  prototype 
does.  Mii  ordered  up  all  those  bells  and 
whistles  to  showcase  the  talents  of  the 
PowerPC  chip,  which  IBM  developed  in 
conjunction  with  Apple  Computer  Inc. 
and  Motorola  Inc.— and  to  convince  oth- 
er PC  makers  that  they  too  should 
switch  to  an  all-new  PC  standard.  Grant- 
ed, the  clonemakers  would  be  trading  in 
one  devil,  Intel,  for  another,  but  IBM  is 
hoping  they'll  be  willing  to  do  so  to 
evade  the  Intel  monopoly. 
FEW  TAKERS.  The  PowerPC  troika  already 
is  laying  heavy  bets  on  the  new  technol- 
ogy. Apple,  the  No.  2  PC  maker,  will 
start  shipping  PowerPC-based  Macintosh- 
es next  March  and  plans  to  have  an  all- 
PowerPC  lineup  l)y  1995.  Motorola  has 
launched  a  huge  marketing  push  and 
has  $1  billion  worth  of  factory  space  un- 
der construction  to  build  the  chips.  And 
IBM,  still  the  world's  top  computer  mak- 
er, says  it  will  build  everything  from 
palmtops  to  supercomputers  with  the 
PowerPC  chip  (although  the  IBM  PC  Co. 

will  continue  to  sell 
Intel-based  PCs). 

So  how  goes  the 
campaign  to  ljust  In- 
tel's monopoly?  So 
far,  no  other  major  PC 
maker  has  bitten.  But 
that  could  change 
with  the  November 


news  that  Microsoft  is  helping  create  a 
version  of  its  Windows  NT  operating  sys- 
tem for  the  PowerPC  chip.  That  would, 
in  theory,  make  it  possible  to  run  some 
existing  PC  software  on  PowerPC  com- 
puters. Industry  rumors  now  have 
Japan's  Toshiba  Corp.  and  Canon  Inc. 
considering  the  chip.  And  a  Taiwanese 


PROCESSING 
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THE  SECRET  OF  OUR  STRATEGY 


WHEN  YOU  SUCCEED 
WE  SUCCEED 


SGS-THOMSON 

1993 

Annual  Sales  Revenues 

More  than  $2  billion* 

Annual  Growth 

More  than  30%* 

Total  Number  of  Employees 

19,000  in  24  countries  v^/orld-wide 

Revenue  per  Employee 

More  than  $100,000 

Financial  Debt  to  Equity  Ratio 

Less  than  0.3 

Technological  Level 

0.5^1  today,  0.35|J.  under  development 

Manufacturing  Level 

Leading  edge  8"  and  6"  facilities 

*  Based  on  SGS-THOMSON  run-rate  figures  at  October  31  1993 


By  putting  the  focus  on  Service  and  Technology, 
SGS-THOMSON  has  grown  to  the  point  vy/here  we  are 
able  to  sustain  our  position  on  the  world  market.  We  are 
now  fully  able  to  accomplish  our  mission,  being  a 
profitable  and  broad  range  semiconductor  manufacturer. 
The  first  part  of  our  drive  to  a  position  in  the  world  top 
ten  is  completed.  We  have  the  commercial,  financial  and 
technological  solidity  to  guarantee  our  customers  and 
partners  throughout  the  world  access  to  the  most 
advanced  semiconductor  technologies  and  products. 

We've  shared  our  secret  with  you,  now  we'd  like  to  share 
our  service  and  technology.  Give  us  a  cail  at 
617-259-0300.  Or  write  SGS-THOMSON,  55  Old 
Bedford  Rd,  Lincoln,  MA  01 773.  You  can  count  on  us  to 
serve  you  with  success. 


ice,  Italy,  United  Kingdom  -  Australia,  Brazil,  Canada,  Denmark,  Finland,  Germany,  Hong  Kong,  India,  Japan,  Korea, 
fysia,  Malta,  Morocco,  The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand  and  the  USA. 


The  Burning  Must  Stok* 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2"/i>  of  the  earth's  sur- 
face Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
everyday.  ,  z 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  TTie  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

When  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  You'd  better  call  now. 


The  National 
^  Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


nformation  Processin 


PC  consortium  has  announced  plans  to 
collaborate  on  a  design  that  uses  the 
PowerPC.  But  that  may  not  be  as  big  .as 
it  seems:  None  of  the  members  plans 
to  devote  more  than  $50,000  to  the  pro- 
ject. "The  big  companies  want  an  alter- 
native but  don't  want  to  jeopardize  their 
relationship  with  Intel,"  confides  one 
member. 

Even  backers  of  the  new  system  are 
cautious.  "Intel  is  geared  up  to  make 
40  million  chips  a  year,  and  they're  go- 
ing to  price  those  chips  to  sell,"  says 
Microsoft  Chairman  William  H.  Gates 
III.  "Intel  is  going  to 
be  in  the  lead  posi- 
tion for  the  foresee- 
able future." 

Intel's  hold  is  soft- 
ware—the 50,000  or 
so  applications  that 
run  on  the  IBM-stan- 
dard PC.  So  far,  the 
only  software  that 
runs  on  the  PowerPC 
are  programs  written 
for  AIX,  a  version  of 
Unix  used  in  IBM 
workstations,  and  for 
OS/2,  IBM's  PC  oper- 
ating system.  Until 
developers  create 
PowerPC  versions  of 
today's  popular  appli- 
cations, few  clone- 
makers  are  likely  to 
jump  in.  "The  proces- 
sor looks  good,  and 
the  system  proto- 
types look  good,  but 
the  hype  is  way  over- 
done," says  G.  Glenn 
Henry,  chief  technolo- 
gy officer  for  Dell 
Computer  Corp.  "It  all  comes  down  to 
software,  .software,  software." 
BIG  ACCOUNTS.  IBM  has  a  grandiose  plan 
to  break  the  logjam.  In  addition  to  Win- 
dows NT  and  Sun  Microsystems  Inc.'s 
Solaris,  IBM  is  working  on  Workplace 
OS,  software  that,  IBM  claims,  will  allow 
the  PowerPC  system  to  run  multiple  op- 
erating systems,  including  Windows  and 
MS-D(JS.  But  Workplace  OS  is  a  massive, 
convoluted  piece  of  software.  "They're 
going  to  have  to  do  some  master  engi- 
neering to  pull  it  off,"  says  George 
Weiss,  an  analyst  with  consultants  Gart- 
ner Group  Inc. 

In  the  meantime.  Mil's  division  is  fo- 
cusing on  large  corporate  accounts  that 
are  used  to  writing  their  own  software. 
One  early  adopter  is  Citibank,  which 
will  equip  hundreds  of  account  reps  with 
PowerPC  systems  that  can  listen  in  on 
customer  phone  calls,  pick  out  key 
words,  and  then  prompt  the  rep  to  ad- 
dress the  callers'  concerns.  IBM  hopes 


THE  POWER  PC  PIAY 

To  help  make  its  new  PCs  a 
standard,  the  Power  Personal 
Systems  plans  to: 

►  Back  Microsoft's 
Windows  NT  and  several 
other  non-IBM  software 
standards 

►  Stay  lean  by  sharing  IBM 
PC  components,  factories, 
and  distribution 

But  the  new  operation  still 
must: 

►  Perfect  new  features  such 
as  Workplace  OS,  an  all- 
purpose  operating  system 

►  Woo  software  developers 

►  Compete  for  customers 
against  IBM's  PC  and  work- 
station groups 


that  if  enough  of  these  big  cusbt 
sign  on,  the  PowerPC  will  attra< 
elusive  software  developers.  "It'.s 
desert  out  there,  and  we  don't 
know  where  the  water  is  yet,"  sa\ 
"But  I'm  going  to  open  up  every  t  ■ 
can  to  find  out." 

Mil's  track  record  for  "finding  tl 
ter"  bodes  well  for  IBM.  In  his  in 
reer,  he  has  built  a  reputation  for 
ly  breaking  from  the  Big  Blue  phi 
to  get  the  job  done.  He  convinced 
move  laptop  development  to  Jajja 
result:  IBM's  best-selling  ThinkPac 
books.  Mil  arri  - 
the  U.S.  in  I 
ber,  1991,  to  he 
try  Systems  Ti 
ogy,  a  develc 
group,  as  a  cl(» 
of  James  A.  C; 
no  the  onetii 
chief.  Cannavii 
recently  namei 
of  overall  strat( 
IBM.  That  shou 
Mii  strong  hea 
ters  support. 
MANDATE.  Mi 
charge  of  the  '■ 
ployee  Powet 
tems  Div.  in 
and  has  since 
the  operatio: 
IBM's  PC  devel< 
site  in  Boca 
Fla.,  to  Austir 
home  to  the  w 
tion  group.  Li 
team  that  crea 
original  PC, 
Systems  is  ; 
standing  entit 
a  mandate  to 
much  as  it  can,  in  any  way  it  s 
To  keep  costs  down,  some  70% 
PowerPC's  components  will  be 
shelf  PC  fare.  Mii  also  hopes 
through  dealers  and  mail  ordei 
will  pit  PowerPC  models  against  t  - 
the  IBM  PC  Co.,  Mii  concedes, 
plays  down  the  potential  for  intr 
conflict,  saying  he  expects  the  P 
to  take  over  10%  of  the  market  : 
in  the  next  few  years. 

More  important  than  the  p( 
conflict  within  IBM  is  the  murk) 
that  the  market  is  getting.  PC  cu- 
have  seen  Mil's  prototype  and  th 
efforts  by  IBM  and  its  allies  to  gt 
PC  makers  to  gamble  on  their  alU 
to  today's  PC  standard.  But  they' 
that  there  are  no  takers.  With 
clones  and  the  software  they 
tract.  Mil's  brainchild  could  wind 
another  PC  wannabe. 

By  Peter  Burrows  in  Dallas, 
reau  reports 
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Although  the  McCooey  brothers  and  their  sister 
have  always  been  reminded  ol  their  striking  similarities, 
it  is  their  differences  the^'  have  alway  s  insisted  on. 

It  is  NO  WONDER  THEN,  THAT  EACH  OWNS 
A  DIFFERENT  WATERMAN  PEN.  FOR  WHILE  ST\'LE  IS  KEY, 
INDIVIDUALm'  IS  STILL  EVERYTHING. 


WATERMAN  mi 

Th  ere  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


inancei 


IN  JAKARTA,  THE  FRENZIED  ACTIVITY  HAS  BROUGHT  ALL-NIGHT  WAITS  FOR  ISSUES-AND  RIOTS 


TOO  HOT 
FOR  COMFORT 


From  Kuala  Lumpur  to  Sao  Paulo,  stocks  are  overheating 


Two  years  ago,  Charoen  Pokphand 
Group,  a  Thai  conglomerate,  landed 
a  government  contract  to  install  2 
million  phone  lines  in  Bangkok.  CP, 
whose  main  businesses  are  animal  feed 
and  poultry,  spun  off  a  new  company, 
Telecom  Asia  Corp.,  to  handle  the  deal. 
The  company,  15%  owned  by  Nynex 
Corp.,  recently  floated  a  223  million- 
share  offering  to  the  public.  Despite  the 
company's  meager  operating  history,  the 
$500  million  issue  was  17  times  over- 
subscribed, with  foreign  investors  pulling 
down  half.  The  shares  are  already  trad- 
ing on  the  when-issued  market  at  $4— 
double  their  issue  price  and  83  times 
projected  1994  per  share  earn- 
ings. "It  is  grossly  overvalued," 
says  Elizabeth  X.  Q.  Tran, 
managing  director  of  Pruden- 
tial Asia  Fund  Management 
Ltd.  in  Hong  Kong. 

The  TelecomAsia  story  is  far 
from  unique  in  the  developing 
world:  Securities  markets  are 
roaring  skyward.  In  Malaysia, 
a  marginally  profitable  timber 
and  insurance  outfit  called  Idris 
Hydraulic  trades  at  a  huge  272 


times  earnings.  Brokers  whisper  that 
the  company's  political  connections  will 
pay  off  in  a  big  timber  concession  in 
Burma  or  perhaps  a  megawater  project 
in  Malaysia. 

Even  mainstream  companies  are  look- 
ing very  pricey.  For  instance,  most  ana- 
lysts agree  that  with  Singapore  wired  to 
the  hilt,  recently  privatized  Singapore 
Telecom's  gi'owth  prospects  are  modest. 
Yet  the  company  sells  at  60  times  1993 
earnings  and  recently  had  no  trouble 
raising  $3  billion  with  a  stock  offering. 

None  of  this  is  to  say  that  there 
aren't  compelling  reasons  to  invest  in 
the  emerging  markets— at  the  right 


price.  Many  of  these  countries'  e)i 
mies  are  growing  at  a  5%-to-lOST 
year  clip,  compared  with  3%  in  ihj- 
Of  late,  their  markets  have  far  o; 
formed  Western  exchanges.  Manul, 
ing  is  shifting  from  the  West  to  tl 
veloping  world,  particularly  Asia, 
companies  in  these  countries  are  ti 
opportunities  in  meeting  booming 
demand  for  housing  and  con^ 
goods. 

FIREWORKS.  Still,  there  are  many 
that  markets  in  the  developing  wor 
Mverheating.  From  Kuala  Lumpur  i 
I  'aulo,  the  emerging  markets  have  1 
incredible  run  this  year.  Some  ( 
t)iggest  gains  have  been  in  Sout 
Asia.  The  Thai  stock  market  ha:- 
up  73%,  Malaysia  62%,  and  the  I 
pines  88%.  In  Jakarta,  brokers  hir( 
pie  to  stand  in  line  for  applicati( 
buy  new  issues,  which  can  almost  ;i 
be  resold  at  higher  prices  than  tli< 
ernment  allows  on  offerings.  Recei 
gi'oup  of  such  people,  frustrated  at 
ing  all  night,  rioted  and  burned  ten 
up  by  underwriters  to  process  on  I 

Fireworks  extend  well  beyond 
Brazil's  market  is  up  79%  and  Tu 
189%— despite  a  nasty  Kurdish  inst 
cy.  Price-earnings  ratios  have  ad\ 
sharply  along  with  the  markets:  ^ 
City's  average  p-e  has  jumped  fn 
to  16  in  only  four  months.  Manihi 
spiraled  from  18  to  28.  With  stock 
thus  outstripping  profit  growth, 
analysts  think  a  correction  may  bi 
itable.  "It's  been  a  pretty  breath) 
performance,"  says  William  G.  Me 
an  emerging-markets  analyst  at  ' 
Analytical  Services  Corp.  "There 
a  reckoning." 

Investing  in  emerging  markets 
days  has  some  of  the  characterisi 
a  fad.  Once  the  province  of  a  f< 
trepid  investors,  developing  cou 
from  Kuala  Lumpur  to  Bangkok 
become  almost  overnight  the  darli 
mainstream  Western  banks,  pi 
funds,  and  other  money-managi 
outfits.  Michael  J.  Howell  of  Barii 
curities  Ltd.  in  London  reckons  ti 
vestors  in  the  big  industrialized  i 
will  pump  some  $38  billion  into  t. 


ASIA'S  ROCKETING  MARKETS:  HEADED  FOR  A  FALL 


_  MALAYSIA 

KUALA  LUMPUR 
STOCK  EXCHANGE  INDEX 


DEC.  '92 


DEC.  '92  NOV.  '93 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


94  BUSINESSWEEK/DECEMBER  13,  1993 


ig  countries'  exchanges  in  1993. 
adiials  have  also  become  big  play- 
ough  speciahzed  funds.  Since  the 
1990,  31  mutual  funds,  12  closed- 
jity  funds,  and  8  closed-end  fixed- 
funds  targeting  emerging  mar- 
,ve  been  set  up  in  the  U.  S.  alone, 
funds,  along  with  existing  closed- 
ids,  have  raised  $7  billion. 
#ALUES.  At  the  end  of  last  year,  13 
30  closed-end  emerging-markets 
isted  on  the  New  York  Stock  Ex- 
traded  at  a  premium  over  the 
f  their  underlying  securities  portfo- 
)w  20  out  of  33  do,  with  the  aver- 
5mium  about  11%.  Some  of  these 
eem  quite  vulnerable  to  declines, 
e  observers  argue  that,  as  in  any 
any  investors  who  rushed  head- 
ito  these  markets  could  quickly 
their  shares  if  the  going  gets 


Emerging  markets  have 
become  a  fad  for  Western 
banks  and  pension  funds 


rough.  Miami-based  closed-end  fund  spe- 
cialist Thomas  J.  Herzfeld  is  already 
preparing  for  that.  While  he  was  fully 
invested  at  the  start  of  1993,  the  coun- 
try-fund trading  accounts  he  manages 
are  now  90%  in  cash. 

Big  institutions  can  be  especially  fick- 
le. They  are  responsible  for  much  of  the 
boom  in  the  Southeast  Asian  markets. 
Already,  hot  markets  such  as  Hong 
Kong  and  Singapore  have  eased  back 
as  institutions  began  taking  yearend 
profits.  Asian  markets  are  unusually  sus- 


ceptible to  shifting  sentiments  because  of 
their  small  size. 

Talking  from  his  car  phone  in  Indone- 
sia, J.  Mark  Mobius,  the  hands-on  head 
of  the  Templeton  emerging-markets  fund 
and  other  Templeton  funds,  says  that 
while  stocks  in  Thailand  and  Malaysia 
and  perhaps  the  Philippines  were  over- 
priced, there  are  still  good  values  to  be 
found  in  countries  such  as  Brazil,  Portu- 
gal, and  Indonesia.  But  he  admits  to 
seeing  more  and  more  signs  of  excess. 
Some  underwriters,  he  complains,  now 
have  the  gall  to  press  him  to  buy  stock 
without  visiting  the  companies.  Mobius 
won't  buy  anything  without  checking  it 
out  thoroughly.  Others  these  days  seem 
much  less  careful. 

By  Stanley  Reed,  with  William  Glas- 
gull  in  New  York  and  Pete  Engardio  in 
Hong  Kong 


RRY, 
ARLIE 


2  trail  since  September,  the  feds  hook  Bazarian  in  San  Juan 


incial  scamster  Charles  J. 
zarian  (BW— Nov.  15)  may 

the  consummate  con  man, 
s  apparently  not  the  con- 
,e  fugitive.  On  Nov.  26,  FBI 
in  San  Juan,  Puerto  Rico, 

Bazarian,  54,  during  an 
on  screening  of  Carlito's 

which  Al  Pacino  stars  as  a 

Rican  drug  dealer  trying 

raight. 

ian's  capture  ended  an  in- 
worldwide  manhunt  that 
a  Sept.  5,  the  day  after  he 
lave  returned  to  prison  fol- 
lis  daughter's  wedding  re- 
n  Oklahoma  City.  On  Aug. 
revoking  his  probation  for 
y  list  of  violations  and  or- 
im  back  to  jail,  an  Oklaho- 
federal  judge  gi-anted  Ba- 
24-hour  furlough  to  attend  the 
unchaperoned    by  federal 
The  stocky,  gregarious  Bazarian 
reception  with  a  woman  friend 
r  made  it  back  to  jail. 
IFF.  Bazarian  had  been  released 
ison  halfway  house  in  Oklahoma 

1992  after  serving  part  of  a 
ir  sentence  for  bank  fi-aud,  con- 
and  other  violations  involving 
institutions  in  California,  Oklaho- 
Florida  as  well  as  the  Housing 

Development  Dept. 
'  Confronted  in  the  theater  by 

clothes  agents,  Bazarian  initial- 


HUG  SHOT:  BAZARIAN  WITH  HIS  DAUGHTER,  CHRISTINA 


ly  denied  being  the  man  they  were  after, 
identifying  himself  as  "Billy  Something," 
according  to  Hector  M.  Pesquera,  as- 
sistant special  agent-in-charge  of  the  FBI 
office  in  San  Juan.  Pesquera  then  pulled 
out  a  photo  of  Bazarian  and  asked:  "Do 
you  think  this  is  Billy?"  "No,"  Charlie 
confessed.  "You  got  me."  Dressed  in  re- 
sort garb,  Bazarian  then  launched  into  a 
critique  of  the  film,  says  Bob  A.  Ricks, 
agent-in-charge  of  Oklahoma.  "He  gave  it 
a  poor  review  and  said  how  unrealistic  it 
was."  At  the  time  of  his  arrest,  Bazarian 
was  accompanied  by  a  son,  Stephen,  and 
an  unidentified  Swedish  national  with 


whom  he  was  sharing  an  apartment. 

According  to  Ricks,  the  search  focused 
on  Puerto  Rico  in  early  November. 
Agents  figured  Bazarian  had  flown  to  a 
destination  outside  the  continental  U.  S. 
that  didn't  require  a  U.  S.  passport.  Aid- 
ed by  subpoenaed  airline  records,  the 
hunters  narrowed  the  possibilities  to  San 
Juan.  The  FBI  then  flooded  the  city  with 
mug  shots  of  Bazarian:  One  recipient— de- 
scribed by  Pesquera  as  a  "concerned  and 
helpful  citizen"— spotted  him  near 
the  theater  and  phoned  the  feds. 
"You're  not  going  to  believe  this," 
the  tipster  told  the  agents  in  San 
Juan.  Ricks  said  Bazarian  had  been 
island-hopping  in  the  Cariljbean  l)ut 
lately  had  apparently  begun  "to  feel 
very  comfortable"  in  Puerto  Rico. 
That,  it  seems,  was  his  undoing. 
"It's  usually  more  difficult  when 
they're  moving,"  says  Ricks. 

But  the  saga  might  not  be  over 
yet.  At  San  Juan's  Metropolitan 
Detention  Center,  awaiting  a  Nov. 
29  appearance  before  a  U.  S.  mag- 
istrate, Bazarian,  who  has  a  histo- 
ry of  heart  trouble,  complained  of 
cliest  pains  and  attempted  suicide 
Ijy  cutting  his  wrists  with  a  ra- 
zor. Still,  that  was  enough  to  get 
Charlie  into  Metropolitan  Hospi- 
tal's intensive-care  unit.  Although 
Bazarian's  lawyer,  Robert  A.  Manchester 
III,  says  he  has  no  plans  to  fight  extradi- 
tion from  Puerto  Rico,  law  enforcement 
officials  acknowledge  that  Bazarian  could 
remain  hospitalized  indefinitely  if  his 
physician  certifies  he  is  unfit  to  travel. 
That  now  seems  likely.  Manchester  says 
Bazarian  was  scheduled  for  heart  by- 
pass surgery  on  Dec.  2. 

An  all-expenses-paid  semiprivate  hos- 
pital room  in  San  Juan  might  not  be 
Charlie  Bazarian's  idea  of  paradise.  But 
it  is  no  doubt  preferable  to  the  musty 
jail  cell  awaiting  him  on  the  mainland. 

By  Phillip  L.  Zweig  in  New  York 
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TRADING! 


'A  PRIVATE  MARKET 
WITHIN  A  MARKET'? 


NASDAQ's  system  may  give  dealers  and  brokers  an  unfair  edge 


uring  the  1987  stock  market 
I  crash,  the  XASDAcj  trading  sys- 
tem for  over-the-counter  secur- 
ities suffered  a  communications  melt- 
down. Jammed  telephone  lines  made  it 
well-nigh  impossible  for  investors  to 
reach  their  brokers  and  for  brokers  to 
reach  market  makers  to  execute  trades. 
To  rectify  the  prol)lem  and  to  bolster 
NASDAQ's  image  as  the  market  of  the 
future,  the  National  Association  of  Se- 
curities Dealers,  which  operates  NAs- 
DA(j,  introduced  SelectNet,  a  com 
puterized  order  system  that 
enables  lirokers  and  dealers 
to  bypass  phone  lines  to 
make  trades  directly. 

But  while  the  three 
year-old  network  may 
have  solved  one 
problem,  it  has 
created  another  fire- 
storm for  the  NASH. 
Critics,  from  in.sti- 
tutional  investors 
to  Capitol  Hill, 
charge  that  the 
trading  system  has 
evolved  into  a  private 
market  that  NASD  se- 
curities firms  can  ex 
ploit  at  the  expense  of  in- 
vestors. "It  makes  a  sham 
of  the  public  market,  says  Pe 
ter  W.  .Jenkins,  head  trader  at 
Scudder,  Stevens  &  Clark  Inc. 
PLAYING  GAMES.  The  problem,  accoi-ding 
to  the  critics,  is  that  prices  are  often 
better  on  SelectNet,  which  only  NASD 
members  can  see  and  use,  than  on  the 
national  NASDAQ  system,  where  bid  and 
asked  prices  for  the  public  are  posted. 
Market  makers  normally  buy  stock  from 
customers  at  the  pul)lic  bid  price  and 
sell  at  the  public  asked  price,  making 
their  profit  on  the  spread.  But  by  using 
SelectNet,  they  can  do  oven  better.  Of- 
ten trading  in  sixteenths  and  thirty-sec- 
onds of  a  dollar,  they  can  usually  buy 
stock  from  another  market  maker  at  a 
price  lower  than  the  public  bid.  When  a 
ti-ansaction  is  reported  to  NASDACj,  the 
price  is  rounded  up  to  the  nearest 
eighth.  "It's  obvious  all  kinds  of  games 
are  being  played  with  this  system,"  says 
Harold  S.  Bradley,  head  trader-  for  the 


2()th  Century  group  of  funds. 

With  12  million  shares  traded  daily 
on  the  system,  small  differences  can  add 
up.  That's  why  a  powerful  coalition  of 
SelectNet  opponents  is  pressing  the 
NASD  to  open  up  the  network.  Sixteen 
institutional  money  managers,  including 
Fidelity  Management  &  Research  and 
T.  Rowe  Price  Associates  Inc.,  are  chal- 
lenging the  system.  Representative  John 
D.  Dingell  (D-Mich.),  chairman  of  the 


House  Enei'gy  &  Commerce  Committee, 
also  has  chimed  in.  On  Nov.  10,  the  In- 
vestment Company  Institute,  the  mutu- 
al-fund trade  group,  took  the  unusual 
step  of  wi'iting  to  the  NASD  to  "strongly 
urge"  that  the  private  system  be  made 
public. 

The  institutions  aren't  asking  to  by- 
pass market  makers  and  execute  trades 
among  themselves  on  SelectNet.  They 
just  want  to  see  the  prices,  which  would 
allow  them  to  negotiate  better  deals 


Critics  say  prices  are  better 
on  the  high-tech  SelectNet 
than  on  the  national  system 


with  NASD  market  makers  or  on  alt 
five  electronic  trading  systems  si 
Reuters'  Instinet. 

The  NASD's  board  is  scheduled  i 
cuss  the  issue  at  a  meeting  in  Jai 
Despite  intense  pressure  for  d 
there  will  probably  be  substantial 
nal  resistance.  Market  makers  ti 
for  their  own  account  can  profit 
somely  by  exploiting  superior  prii 
SelectNet,  which  in  the  first  six  i 
of  this  year  handled  about  5',. 
shares  traded  on  NASDAQ,  thouul 
greatly   underestimates  the  \' 
linkefl  to  SelectNet  prices. 
"NOTHING  EVIL"  SelectNet  is  suti 
ly  lucrative  for  brokers  and  dealei 
they're  even  wiUing  to  incur  the  i, 
of  the  New  York  Stock  Exchange 
pand  the  system.  Last  year,  the 
asked  the  Securities  &  Exchange 
mission  to  approve  trading  of  exc 
listed  stocks  on  the  system.  TI 
Board's  chilly  comment:  Thi 
should  "reconsider"  whetl 
lectNet  should  be  in  bt 
at  all.  Rather  than 
up  electronic  sys< 
"has  evolved 
private  market 
in  a  market." 
The  NASD 
that  Select: 
simply  a 
mate  waj 
dealers  anc 
ket  makers 
a  better  pri 
customers' 
ities.  Richan 
chum,  NASD 
tive  vice-pres 
notes  that  it  e: 
NASD  member  fir 
direct  orders  to  n 
makers  and  to  negotiat 
through  counteroffers  ei 
into  the  system.  "There's  nothii 
about  it,"  he  declares.  As  .some  i 
tions  see  it,  market  makers  fee 
deserve  extra  profits  from  Select 
compensate  them  for  trading  be 
phoned  away  by  alternative  syst( 
All  the  same,  NASD  members 
willing  to  compromise.  On  Nov.  1 
kers  proposed  to  the  NASD  boa; 
option  of  making  SelectNet  quotes 
able  to  institutions  after  a  60-secc 
lay.  But  60  seconds  might  as  we 
year  for  money  managers.  "That 
be  unacceptable,"  says  Craig  S. 
ICl's  vice-president  for  securities., 
NASD  members  haven't  settl 
their  next  bid.  But  for  some  ol 
largest  customers,  only  one  off< 
defuse  this  fight:  access  to  NASDAi 
vate  trading  network. 

Bij  Michael  Schroeder  in  Wasl^ 
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ioftware  is  helping  insurers  get  tough  on  claims  fraud 


baby  with  a  backache?  When 
claims  from  chiropractors  for 
1  treating  entire  famihes— inchid- 
ix-month-old— came  into  Travelers 
recently,   they   were  quickly 
1  as  possible  fraud.  Further  in- 
ition  showed  they  were  part  of  a 
;k  scheme  where  "patients"  re- 
payments would  fork  over  most 
noney  to  chiropractors.  It  wasn't 
le-eyed  Travelers  employee  who 
the  pattern, 
T.  It  was  the 


veloping  proprietary  software.  Their  sys- 
tems compare  medical  treatments  pre- 
scribed by  doctors  and  medical  labs  in 
different  regions.  A  Travelers  program 
is  designed  to  detect  overcharging  by 
doctors  and  labs.  One  indicator:  Several 
family  members  receiving  care  by  the 
same  doctor  on  the  same  day.  The  suspi- 
cion: A  medical  provider  may  have  seen 
one  patient  that  day  but  sent  in  claims 
for-  the  entire  family. 


insurance  {profit  margin.  Fraud  is  esti- 
mated to  take  a  2-  to  10-percentage 
point  bite  out  of  margins.  Aetna  says 
its  program,  which  spots  500  signs  of 
fraud  a  month  from  7  million  claims, 
was  responsible  for  15%  of  the  $38  mil- 
lion it  recovered  in  bad  health  insurance 
payments  in  1992.  James  L.  Garcia,  di- 
rector of  Aetna's  health  insurance  track- 
ing unit,  predicts  that  will  soon  gi'ow 
to  757o  as  Aetna  relies  more  heavily  on 
its  increasingly  sophisticated  system. 

Helping  insurers  ferret  out  fraud  is 
becoming  a  hot  business.  Recently,  Ad- 
minaStar  Solutions  Inc.  of  Indianapolis 
decided  to  modify  the  fraud-detection 
software  that  it  uses  to  help  federal  offi- 
cials detect  Medicare  fraucl  and  to  mar- 
ket it  to  private  health  insurers.  And 
on  Nov.  17,  Big  Blue  unveiled  IBM  Fraud 
&  Abuse  Management  Systems,  a  ser- 
vice that  analyzes  the  i)illing  and  medical 
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USING  COMPUTERS  TO 
FIGHT  FRAUD 


TRAVELERS  Software  can  track  some 
30  indicators  of  fraud,  sucfi  as  pro- 
viding care  on  holidays  and  perform- 
ing hysterectomies  on  men. 

AETNA  Softv/are  tracks  number  of 
times  a  claims  processor  makes 
changes  in  a  file.  The  more  changes 
in  prescriptions  or  treotment,  the 
more  likely  fraud  has  occurred. 

MASSACHUSETTS  MUTUAL  Software 
determines  v/hefher  doctors  are  "up- 
coding"  procedures  to  more  expen- 
sive cfiarges  or  expanding  costs  by 
dividing  charges  for  one  procedure 
into  separate  chorges. 


NORTHWESTERN  NATIONAL  LIFE 

Software  compares  payments  to  doc- 
tors against  previous  yeors  to  spot 
any  dramatic,  possibly  fraudulent  in- 
crease in  income. 


MIKE  SMILEY  STEPS  IN  AFTER  TRAVELERS'  SOFTWARE  SMELLS  A  RAT 


The  human  touch  comes  when  claims 
are  investigated.  After  documenting  a 
case  of  excessive  billing,  a  Travelers  re]) 
will  then  approach  the  doctor.  About 
15%  to  20%  of  the  time,  say  insurers, 
there's  a  legitimate  explanation.  "We 
don't  bluff  people,  we  just  lay  the  case 
out,"  says  Michael  S.  Smiley,  president 
of  Ti'avelers'  fraud  investigation  unit. 
"We  have  to  make  them  realize  that 
they  would  lose  in  court."  More  often 
that  not,  offenders  return  the  money. 

Ti-avelers  thinks  so  much  of  its  soft- 
ware that  it  is  establishing  a  subsidiary 
to  market  it  to  other  insurers.  Smiley 
says  the  unit,  ExClaim  Inc.,  can  add  2 
percentage  points  to  a  company's  health 


practices  of  health-care  providers.  One 
pilot  program  helped  uncover  chiroprac- 
tors in  Southern  California  who  were 
filing  inflated  claims.  One  doctor  scored 
990  out  of  a  possible  1,000  on  the  IBM 
fraud-detection  system.  How  did  he  do 
it?  He  charged  an  average  of  $5,264 
while  chiropractors  around  him  were 
billing  $1,184.  And  he  ordered  X-rays  at 
twice  the  rate  of  his  counterparts. 

Companies  are  now  looking  for  other 
ty\)es  of  fi'aud  their  systems  can  combat. 
Auto  insurance  is  one  logical  area.  En- 
tire families  crashing  different  cars  on 
the  same  day?  Toddlers  with  bad  trans- 
missions? The  possibilities  are  endless. 

By  Chris  Roush  in  Hartford 
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BY  GENE  G.  MARCIAL 

ELECTR06LAS: 
ARE  THE  CHIPS 
DOWH  OR  UP 


One  person's  discard  is  anoth- 
er's ace  in  the  hole.  That's  how 
some  big  investors  feel  about 
Electroglas,  a  division  jettisoned  by 
General  Signal  through  a  public  offer- 
ing on  July  1.  A  number  of  pros  who 
scooped  up  shares  at  the  initial  offering 
of  16  are  convinced  they  have  come 
upon  a  bargain. 

True  enough,  the  stock  hit  28  by 
late  September,  but  early  profit-tak- 
ers drove  it  down,  and  it  has  since 
slipped  to  20.  "Not  to  worry,"  says 
money  manager  Arnold  Schmeidler, 
president  of  A.  R.  Schmeidler  &  Co.,  a 
New  York  investment  firm.  He's  sure 
the  company  is  one  of  the  most  attrac- 
tive and  undervalued  players  in  the 
booming  semiconductor  industry,  and 
he  feels  confident  the  stock  will  double 
in  just  a  year. 

MARKET  LEADER.  Electroglas  doesn't 
make  semiconductor  chips.  It  builds 
and  services  test  equipment  used  in 
the  manufacture  of  semiconductors. 
Electroglas  is  the  largest  producer  of 
automatic  wafer-probing  equipment, 
which  companies  such  as  Intel,  Motoro- 
la, IBM,  Apple  Computer,  and  Hewlett- 
Packard  use  in  testing  their  chips  and 
computers. 

The  company  dominates  the  North 
American  market,  with  more  than  a 
72%  share.  Worldwide,  however, 
Japan's  Tokyo  Electron  Ltd.  is  No.  1, 
with  Electroglas  controlling  only  37%  of 
the  combined  European  and  Asian 
markets. 

Schmeidler  says  much  of  the  de- 
mand for  prober  equipment  will  come 
from  the  70  megafabrication  plants  that 
the  big  semiconductor  companies  plan 
to  construct  through  the  end  of  the 
century.  Electroglas,  he  adds,  is  also 
benefiting  from  the  public's  increasing 
fascination  with  personal  computers, 
wireless  communications,  and  multi- 
media technology. 

Also  high  on  Electroglas  is  Ed 
White,  an  analyst  at  Lehman  Broth- 
ers. The  stock,  he  notes,  has  one  of 
the  lowest  price-earnings  ratios  in  the 
semiconductor  equipment  group,  selling 
at  about  13  times  next  year's  projected 
earnings. 

Money  manager  Schmeidler  notes 
that  third-quarter  results  have  started 
to  show  Electroglas'  growth  potential. 


ELEQROGIAS:  READY 
fOR  ANOTHER  BOUNCE? 


NOV.  29 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Earnings  for  the  period  jumped  to  44<t 
from  14<t  a  year  ago.  He  sees  earnings 
leaping  to  $1.60  next  year  from  1993's 
estimated  $L35.  Electroglas  earned  65<t 
in  1992. 

With  the  industry's  recent  switch 
from  the  six-inch  to  the  eight-inch 
semiconductor  wafer,  speedier  and 
more  complex  probers  will  become  nec- 
essary to  ensure  high-yield  wafer  pro- 
duction, says  Schmeidler.  That  means 
that  the  larger  wafers  will  require 
even  more  tests.  So  Electroglas  is  in 
the  catbird  seat,  he  says,  because  "you 
can't  make  a  microprocessor  without 
a  prober." 


FIRED  UP  OVER 
HIGH-TECH  GADGETS 


0,  Wyle  Laboratories  isn't  in 
the  battered  health-care  busi- 
ness. The  company  is  a  major 
distributor  of  high-tech  electronic  prod- 
ucts, mainly  computer  systems  and 
semiconductors.  "With  the  demand  for 
computers  and  semiconductors  now 
strongly  on  the  rise,  Wyle's  sales  and 
profits  will  strike  the  big  numbers  over 
the  next  two  years,"  says  Boston  mon- 
ey manager  Scott  Black. 

Although  the  company  willingly  sac- 
rificed profits  for  increased  market 
share  by  pursuing  a  big  expansion  pro- 
gram, some  analysts  have  started  to 
raise  their  earnings  estimates  for  the 
next  two  years.  Wyle  is  the  biggest 
distributor  of  Intel's  microprocessors 
and  products  of  such  high-tech  manu- 
facturers as  Motorola  and  Texas  In- 
struments. The  company  has  opened 
10  distribution  facilities  in  the  Mid- 
western and  Eastern  parts  of  the  coun- 


try to  complement  its  Western  v. 

Black  says  not  many  investor- 
ognize  the  potential  of  Wyle's  t 
sion  program.  Many  have  duip 
their  shares.  But  some  who  haveif 
on  are  Fidelity  Magellan,  In- 
Funds  Group,  and  Delphi  Manage- 
of  which  Black  is  president.  Ht 
the  stock  hitting  30  in  two  years 

Value  Line  analyst  Glenn  Joh- 
who  earlier  had  expected  Wyle  t( 
lower  earnings  for  the  year  ei 
Jan.  1,  1994,  recently  pushed  u 
projection.  He  now  thinks  the  con 
will  earn  $L10  in  fiscal  1994  and 
in  1996.  vs.  fiscal  1993's  $1.45. 


A  HOLLYWOOD 
HAPPY  ENDING? 


When  analyst  Margo  Vi 
cut  her  1993  earnings 
mate  for  Hollywood  O 
many  big  investors  bailed  out 
stock.  After  all,  she's  with  Sal 
Brothers,  the  lead  underwriter  f( 
stock's  torrid  initial  public  offeri: 
May  27  at  16  a  share.  The 
zoomed  to  32  in  just  a  week  t 
burning  out:  It  fell  to  17  by  earl; 
gust.  Then  Vignola's  downscali 
mid-October  kicked  the  stock  to 
Vignola  likes  the  stock  at  this 
however.  The  company  owns  and 
ates  the  Sands  Hotel  &  Casino  i 
lantic  City  and  has  expanded  int 
riverboat  gambling  business  in  A 
111.  She  argues  that  the  first  rivei 
which  opened  in  mid-June,  waS; 
to  gain  steam  and  disappointed  < 
tations.  But  "looking  into  1994,  A 
should  be  a  significant  driver  to 
ings."  She  expects  a  loss  of  300  t 
in  1993  and  earnings  of  $1.20  to 
in  1994.  I 
Some  of  Hollywood's  big  pll 
have  kept  the  faith  all  through  tit 
cline.  One  of  them  is  money  maf 
Roland  Gillis  of  the  Keystone  gr(P 
funds,  which  has  a  9%  stake.  Jl 
the  company's  two  riverboats  ge'' 
full  swing,  they  will  "more  than 
any  slump  in  Atlantic  City,"  says 
The  stock  could  double  from  its  ci 
price,  he  says. 

Another  bull  is  Mark  Manse 
analyst  at  Donaldson  Lufkin  & 
rette  Securities,  who  notes  that  i" 
other  riverboat  operators  are  m- 
in  sparsely  populated  areas,  Holl.^< 
put  itself  in  one  of  the  most  luc 
and  undersupplied  gaming  mar!'- 
Illinois.  The  company,  he  adds, 
negligible  competition"  in  a  marke  i 
has  a  huge  potential. 
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Moming^to  Has 
High  Marks  For  Fidelity's 
Tax-Free  Funds. 


Every  month,  Momingstar'  rates  and  analyzes  more  than 
2,500  mutual  hinds  available  to  consumers,  using  criteria 
such  as  investment  return  over  at  least  three  years,  relative 
to  risk.  Recently  18  Fidelity  tax-free  bond  hinds  received 
4-  or  5-star  risk  adjusted  ratings  from  this  independent 
mutual  hind  performance  monitor 

What  Accounts  For 
Our  Success? 

Supported  by  more  than  30  in-house  re- 
searchers, Fidelity  fund  managers  look 
at  today's  most  promising  municipal  invest- 


Ifyou  're  concerned  about  rising  state 
and  federal  taxes,  Morningstar's  ratings 
give  you  more  reasons  ttian  ever  to 
consider  a  Fidelity  tax-free  fund. 


***★ 


Rating  is  not  specific  to  any  particular 
Fidelity  fund  performance. 


ments.  By  personally  contacting  local  offi- 
cials on  a  reguhu"  basis,  these  experts  ai'e 
better  able  to  understand  the  true  potential 
of  every  offering. 


Fidelity 


This  prudent,  hands-on  investment 
management  style  helps  to  maximize  re- 
turn and  reduce  risk.  And  it's  just  part  of 
what's  made  Fidelity  a  tax-free  leader  with 
more  tlian  $25  billion  in  tax-free  assets. 

Put  Our  Tax-Free 
Expertise  To  Work  For  You. 

Tax-free  investing  cm  provide  tlie  added 
diversity  every  well-balanced  portfolio 
should  have.  Tliat's  why  Fidelity  offers 
a  complete  product  line  of  no-load 
federal  and  state  tax-free  funds  with 
short-,  intermediate-  and  long-term 
maturities. 

For  more  complete  infomiation, 
including  charges  dnd  expenses  call  or 
stop  by  your  local  Fidelity  hivestor  Center 
and  gel  a  prospecais  on  tlie  tiix-free  fund 
tliat's  best  for  you.  And,  remember  to  iisk 
about  tlie  Momingstar  ratings  on  other 
Fidelity  funds. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


investments' 

Common  sense.  Uncommon  results. 


'W  ;star  proprietary  ratings  reflect  liistorical  risk-adiiisled  performance  as  of  September  30,  l')93.  The  ratings  are  subject  to  change  even  month.  Past  performance  is  no 
'ST'  e  of  future  resuhs,  Momingstar  ratings  are  calculated  from  the  fund's  three-,  and  five-,  and  ten-year  average  annual  returns,  including  loads,  if  appropriate,  and  a  risk 
ctoi  It  reflects  fund  performance  relative  to  three-month  Tre;Lsur\  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars  and  22.5%  receive  four  stars. 
'  oft  tember  ,^0,        Momingstar  rated  20  Fidehty  ta,\-free  bonii  funds.  You  may  have  a  gain  or  loss  when  you  seU  your  shares.  Please  read  the  prospectus  carefuUy  before  you 
6s  send  money.  Fidehty  Distributors  Corporation. 


ENTREPRENEURS! 


DOES  SCOTT  BECK  HAVE 
ANOTHER  WINNING  RECIPE? 


Investors  hope  he'll  do  for  chicken  what  he  did  for  home  video 


In  1989,  Blockbuster  purchasd 
Beck  group's  104  units  for  $120  m  ic 
stock,  and  Beck  became  Block! 
vice-chairman  and  COO.  Two  yv: 
er,  former  franchise  partner  ani 
Blockbuster  executive  Saad  J. 
spotted  Boston  Chicken  and  entic  t 
with  the  idea.  Beck  was  cool  ;i 
but  over  the  next  year,  a  part 
including  Beck,  Nadhir,  and 
pumped 


It  has  been  said  that  one 
good  idea  is  all  it  takes  to 
make  a  fortune.  Well,  Scott 
A.  Beck  has  had  two.  In  the 
mid-1980s,  the  precocious, 
press-shy  entrepreneur  spotted 
a  small  movie-rental  company 
called  Blockbuster  Video  and 
helped  turn  it  into  a  national 
chain.  Then  came  Boston 
Chicken  Inc.,  the  hottest  initial 
public  offering  to  hit  Wall 
Street  in  recent  memory.  The 
result  is  a  personal  windfall 
that  probably  tops  an  estimat- 
ed $200  million  on  paper. 
Beck's  age:  35. 

As  Boston  Chicken's  chair- 
man. Beck  was  the  main  bene- 
ficially of  the  chain's  mind-blow- 
ing IPO  in  early  November.  The 
shares  shot  to  48!^  fi-om  an  ask- 
ing price  of  20  on  the  first  day 
of  trading.  And  though  they 
settled  back  down  to  about  SdVi 
by  Dec.  1,  Beck's  15.9%  stake  in  the 
common  stock  still  commanded  a  prince- 
ly $122  million  in  market  value.  Why 
all  the  interest?  Investors  are  counting 
on  Beck  and  his  team  of  former  Block- 
buster executives  to  use  rapid  expan- 
sion and  sophisticated  information  tech- 
nology to  do  for  chicken  what  they  did 
for  home  video. 

EARLY  START.  Beck,  who  splits  his  time 
between  a  home  near  Boulder,  Colo., 
and  Boston  Chicken  headquarters  in  Na- 
perville,  111.,  doesn't  like  to  talk  about  his 
wealth.  He  won't  reveal  his  total  stake 
in  Blockl)uster-he  only  says  it  has 
changed  since  March,  when  the  company 
last  disclosed  it  (he  won't  say  by  how 
much).  Then,  his  shares  were  valued  at 
$75  million.  "I'm  not  interested  in  public- 
ity," he  says.  "I'm  interested  in  creat- 
ing value  for  shareholders." 

The  Beck  clan  has  certainly  created 
plenty  of  value.  Scott's  father,  Lawrence 
Beck,  was  one  of  several  tough  Chicago 
and  Florida  trash  haulers  who  banded 
together  in  the  1960s  to  found  Waste 
Management  Inc.,  now  WMX  Technolo- 
gies Inc.  Growing  up  on  the  Windy  City's 
far  South  Side,  Scott  worked  simimers  at 
the  company  and  spent  hours  talking 


business  with  his  father's  scrappy  part- 
ners. While  taking  a  break  fi"om  South- 
ern Methodist  University,  Beck  moved  to 
London  and  stayed  with  then  senior 
Waste  Management  executive  John  J. 
Melk.  Melk  recalls  Beck's  inclination  to- 
ward risk-taking:  In  London,  his  young 
house  guest  dabbled  in  silver  futures. 

Beck  graduated  fi-om  SMU,  but  not  im- 
til  1989.  Meantime,  he  became  an  inde- 
pendent investment  adviser  selling  real 
estate  limited  partnerships  and  a  Men-ill 
Lynch  &  Co.  leveraged-buyout  fund. 
While  hunting  for  deals,  he  came  across 
Blockbuster,  a  nascent 
video-store  outfit.  In 
1985,  he  persuaded  his 
father  to  invest  and, 
with  a  client  named 
Jeffry  J.  Shearer,  he 
launched  franchises  in 
Detroit,  Chicago.  Min- 
neapolis, and  Atlanta. 
By  1987,  a  VAiste  Man- 
agement groiip  led  by 
current  Blockbuster 
Chairman  H.  Wayne 
Huizenga  bought  out 
the  parent.  National 
expansion  followed. 
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in  $27  million  to  gain  < 
Former  Boston  Chicken 
tant  George  D.  Rice,  w 
works  for  PepsiCo.  1 
KFC  (Kentucky  Fried  ( 
says  the  talks  were 
interrogation:  "[Beck] 
arrogant  SOB,  but  h 
smart  and  had  money." 

Beck  hasn't  lightei 
much,  but  he  doesn't  let 
Chicken  impinge  on  his 
al  life,  either.  When 
Lynch  investment 
Charles  A.  Lewis  was 
up  the  public  offering, 
ten  found  calls  to  Beck 
ed  to  hiking  trails  in  C( 
where  Beck  answered 
cellular  phone.  Beck  en 
es  the  company's  teamw 
proach— Nadhir  develo 
franchises,  and  Shear 
dies  operations.  But  Le^ 
Beck  is  "the  real  glue" 
the  team  together. 
Can  the  new  squad  i 
vestor  expectations?  Boston  ( 
roasts  its  chickens  whole  on  a  ro 
instead  of  frying  separate  pieces 
ditional  chains  do.  It's  a  hot  nic 
Beck's  company  is  supporting  $' 
lion  in  market  value  with  just 
lion  in  estimated  1993  sales.  Whi 
its  this  year  should  shoot  to  $2 
from  a  i992  loss  of  $5  million,  tl 
adds  up  to  a  lofty  price-earnings 
219.  Although  Wall  Street  clea 
pects  heady  growth,  KFC  has  la 
its  own  rotisserie  product  nati 
and  already  claims  to  sell  more 
birds  than 
Chicken. 

Beck  is  sa: 
But  the  day 
the  offering 
warned  his 
against  hubris, 
them  this  is  th 
ing  line,  not  I 
ish,"  he  says, 
sellers  on  Wall 
Nr  iNCOWt  ~  would  jM-obablj 

Bi/  Richai 
Melcher  in  Ncq 
with  Gail  DeGi 
Miami 


BOSTON  CHICKEN 
HEATS  UP 


'89      '90      '91      '92  '93 
▲  MILLIONS  OF  DOLLARS 

DAT*  COMPANY  RfPORIS,  STANDARD  8  POOR'S  INC 


Announcing  the  1993  Alexander  Calder  Conservation  Award 

Fostering  Partnerships 
Between  Business  &  Conservation 


Richard  Spencer 

n  Camp  Corporation  and  The 
ervation  Fund  are  pleased  to 
unce  the  winners  of  the  1993 
ander  Calder  Conservation 
rd.   As  co-founders  of  the 
;eley  Lakes  Heritage  Trust, 
ird  Spencer  of  Portland  and  Edward 
ry  of  Oquossoc,  Maine  created  an 
lal  series  of  alliances  between  industry, 
nment  and  the  private  sector.  The  10,000-acre 
e  they  established  includes  both  lands  for  recre- 
il  activities  as  well  as  working  forests  which  will 
'reserve  the  forestry  jobs  within  the  community. 


Edward  Kfoury 

The  annual  Calder  Award  recognizes 
individuals  who  protect  wildlife 
habitat  in  the  United  States  through  a 
partnership  of  business  and  conserva- 
tion. It  is  accompanied  by  a  $10,000 
grant  from  Union  Camp.  This  year's 
recipients  have  shown  that  responsible 
environmental  protection  and  economic 
growth  can  work  hand-in-hand.  Their  achieve- 
ments offer  new  inspiration  for  the  future  of  conser- 
vation partnerships  in  America  and  continue  the 
legacy  initiated  by  Alexander  Calder  Jr.,  Union 
Camp's  former  chairman  and  CEO. 


The  Conserx'ation  Fund  and  Union  Camp  congratulate  the  winners! 


Union  Camp 


THE  CONSERVATION  FUND 


For  additional  information  call  (703)  683-2996  or  (201)  628-2482 


Imacjine  a  notebook  (hat  aJjusis  to  the  \\d\  \ou  work  imtcuJ  oj 
the  other  way  around.  The  keyboard  detaches  when  thai  \  more 
convenient .  Yoit  can  use  the  pen  as  a  pointmij  deuce,  to  hiijl 
ht^ht  or  delete  text,  or  to  take  note's  (you  know,  like  a  pen) 
And  unlike  "convertible" notebooks, you  can  comfortably 
use  both  the  keyboard  and  pen  at  the  same  time. 


Introducing  A  Trad 
Complete  Disrei 


II  IT  LOOKS  like  the  new  Compaq  Concerto 
has  a  spht  personality,  well,  it  does.  Which 
is  exactly  what  makes  it  the  most  useful 
notebook  computer  we've  ever  built.  It's  a  full- 
function,  486  notebook  with  pen  capability. 


J 


Notebook  With 
For  Tradition. 

The  keyboard  detaches  so  it's  as  flexible  in  the  way 
it  works  as  you  have  to  be.  It  comes  with  a  conve- 


nient Flexhandlc,  a  high-definition 


9.5"  Maxlight  display  and  with  the 
two  PCMCIA  Type  II  slots,  it  even 
allows  you  to  add  a  variet 
industry-standard  device 
other  words,  the  new  Compaq 
Concerto  works  in  an  incredible  number  of  ways. 
Which,  come  to  think  of  it,  is  probably  a  lot  like 
the  way  you  work,  isn't  it?  For  more  details  on  the 
new  Compaq  Concerto  just  call  1-800-345-1518. 


COMPAQ 


The  perfect  solution  for 
n]cei][\<js.  Just  hiin^  ihc  tablet 
and  pen  anj  \ou  can  quietly 
lake  notes,  actes-i  files,  H  ork 
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meetmcj  cjet  reallv  slow,  vou 
can  pursue  an  art  career.) 
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STRATEGIES  I 


lOEWS  COULD  BE  WORTH  MORE 
DEAD  THAN  ALIVE 


The  conglomerate's  stock  has  dropped  23%  in  a  year,  and  its  operating  units  are  performing  poo] 


For  decades.  Laurence  A. 
Tisch,  the  investor,  has 
been  known  for  his  Midas 
touch.  A  cagey  opportunist 
who  has  routinely  been  lumped 
in  the  league  of  such  prescient 
luminaries  as  Warren  Buffett, 
Tisch  has  had  a  talent  for  buy- 
ing companies  at  bargain  prices 
and  watching  his  investments 
blossom.  One  of  his  biggest  tri- 
umphs was  putting  an  estimat- 
ed $706  million  into  CBs  Inc.,  a 
stake  that  is  now  worth  rough- 
ly $1.1  bilHon. 

But  things  aren't  looking 
nearly  so  spectacular  for  LaiTy 
Tisch,  the  executive.  Sure,  CBS 
is  prospering  (page  106).  But 
the  attention  to  the  bottom  line 
that  Tisch  became  famous  for 
at  the  network  is  sorely  lack- 
ing at  his  corporate  homestead. 
New  York-based  Loews  Corp., 
where  the  Tisch  family  holds 
29%  of  the  stock.  Loews'  Loril- 
lard  Inc.  tobacco  unit  has  been  savaged 
by  the  cigarette  price  war.  Its  insurance 
holding,  CNA  Financial  Corp.,  has  been 
hit  by  back-to-back  disasters:  claims  for 
Hurricane  Andrew  and  the  need  to  re- 
serve billions  for  asbestos-related  litiga- 
tion. And  the  other  businesses  that 
make  up  the  Loews  conglomerate— ho- 
tels, oil  drilling,  and  clocks— are  either 
too  small  or  too  weak  to  pick  up  the 
slack. 

NO  RESPECT.  That  has  made  for  some 
dismal  results.  Loews'  income  from  con- 
tinuing businesses  may  total  only  $66 
million  this  year,  estimates  Merrill 
Lynch  &  Co.  analyst  Allan  Kaplan. 
That's  better  than  last  year's  loss  of 
$267.8  million  but  still  90%  below  1991's 
profit  of  $668  million.  And  revenues  are 
slipping  as  well,  down  3%,  to  a  projected 
$13.3  billion  this  year.  Ironically,  Loews' 
stock  has  assumed  some  of  the  bargain- 
basement  qualities  that  attract  bottom- 
feeders  such  as  Tisch  in  the  first  place. 
Loews  now  trades  at  just  a  smidgen 
above  book  value.  Its  stock  price  has 
tumbled  23%  in  a  year,  to  92/2. 

Small  wonder  that  the  Wall  Street 


LARRY  TISCH:  A  LONG  HISTORY  OF  "BUY  CHEAP,  SELL  DEAR 


cachet  of  the  company  the  Tisch  family 
built  has  dissipated  considerably.  In  Oc- 
tober, the  Council  of  Institutional  Inves- 
tors named  Loews  the  37th-worst-per- 
forming  of  1,000  large  U.  S.  public 
companies.  And  when  Loews  came  out 
with  a  $400  million  debt  offering  in  Octo- 
ber, manager  J.  P.  Morgan  Securities 
Inc.  found  the  bonds  a  hard,  slow  sell.  It 
took  Morgan  two  weeks  to  sell  the 
bonds— about  twice  as  long  as  the  firm 
had  expected.  "It's  ludicrous.  They  don't 


get   any   respect  on 
Street,  says  Scott  M.  Bl 
Tisch  fan  and  institu 
money   manager  at 
Management  Inc.,  which 
61,000  Loews  shares 
Larry  Tisch,  70, 
brother,  co-CEO  Pi'eston 
Tisch,  67— both  of  who 
clined  to  be  interview* 
this  story— began  assei 
their  hodgepodge  of  busi 
in  1960.  First  came  the 
tion  of  Loews  Theaters 
gave  the  family  compa 
name,  even  though  the 
ters  were  eventually  sc 
Next  came  Lorillard 
and  CNA  in  1974.  Its  m 
cent  acquisition  was 
Drilling  Inc.  in  1992 
Brooklyn-bom  brothers 
into  empire-building 
they  made  their  golden 
tion  by  buying  asset 
cheap,  reaping  their  cas 
and  then  selling  pieces  at  the  m 
portune  time. 

Some  asset  plays  have  paid  of 
somely:  In  1982,  Loews  bought 
oil  tankers  for  $42  million— appro: 
ly  their  scrap  value.  Loews  ch 
the  tankers  for  a  while,  sold  one 
million,  and  then  sold  a  half-sl 
the  remaining  six  for  $154  mi 
London's  Hellespont  Shipping 
Deals  such  as  that  allowed  Lo 
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deliver  a  healthy  average  annual 
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ty  of  18%  between  1982  and  1991. 
1  continues  to  display  a  deft  touch 
:  comes  to  playing  the  market,  as 
i-ue,  he  sold  off  a  huge  chunk  of 
ik  stocks  in  the  summer  of  1991, 
before  lower  interest  rates  ignit- 
prolonged  rally  in  bank  shares, 
ews"  investment  portfolio— which 
/  has  included  huge  eciuity  stakes 
mpion  International  Corp.  and 
take  Mining  Co.,  as  well  as  CBS— 
jcted  to  contribute  $425  million 
ivs'  bottom  line  this  year.  That's 
fi'om  last  year. 

,  it's  becoming  apparent  that 
is  no  longer  the  treasure  chest  it 
'as.  Many  of  the  more 
ing  assets  have  been 
nd  Loews  appears  to  be 
with  businesses  that 
)erforming  well. 
Lorillard,  which  in  1991 
d  Loews  with  fully  64% 
)rofits  from  continuing 
ses.  For  a  few  months 
idustry  leader  Philip 
Zos.  touched  off  a  cigar- 
ee  war  in  April  by  low- 
16  price  of  its  Marlboro 
Lorillard  held  up  well, 
ship  Newport  menthol 
vhich  accounts  for  67% 
lard's  revenues,  saw  a  1%  in- 
\  n  supermarket  sales,  to  $188.3 
in  the  year  ended  Sept.  12,  ac- 
to  Information  Resources  Inc. 
;  strength?  Newport  is  the  lead- 
id  among  Afi-ican  Americans,  a 
generally  regarded  as  more 
yal  and  less  likely  to  switch  to 
brands,  says  Sanford  C.  Bern- 
Co.  tobacco  analyst  Gary  Black. 
:oc  SMOKE.  Unfortunately  for 
hat  strength  didn't  hold.  In  Au- 
rillard  was  forced  to  slash  iiric 
3wport  and  other  brands,  such 
and  True.  Third-quarter  cigar- 
}s  fell  24%,  to  $348.7  million, 
ofits  dived  60%,  to  $58.4  mil- 
i  while  other  tobacco  compa- 
h  as  Philip  Morris  and  fUR  Na- 
,  can  look  to  booming  overseas 
alvage  their  bottom  lines,  Loril- 
no  international  operations  to 


lessen  its  dependence  on  the  disintegrat- 
ing American  market.  Tisch  sold  Loril- 
lard's  international  tobacco  business  to 
BAT  Industries  PLC  in  1977  for  $141  mil- 
lion. Although  it  was  clear  even  then 
that  domestic  tobacco  consumption  was 
in  a  decline,  Ti.sch  bet  that  U.  S.  price  in- 
creases would  continue  to  fuel  profit 
growth.  "It  has  been  a  harvest  strategy," 
says  Gary  Black.  Now,  "they  don't  have 
the  growth  prospects  [of  their  competi- 
tors]. The  best  you  can  hope  for  out  of 
Lorillard  is  flat  profits." 

The  outlook  is  little  better  for  CNA, 
the  insurance  giant  that  is  83%  owned 
l)y  Loews.  In  1974,  Tisch  bought  a  con- 


The  Tisch  family  holds  5  out! 
of  11  board  seats,  and  Loews^ 
outside  directors  seem  j 
unfazed  by  the  steep  decline  j 
in  the  company's  numbers  i 


trolling  interest  in  then  struggling  CNA 
for  $100  million.  Part  of  the  appeal,  ana- 
lysts say,  was  that  Loews  could  apply 
tax  advantages  from  CNA's  operating 
losses  to  offset  income  fi'om  other,  more 
profitable  businesses,  such  as  Lorillard. 
But  CNA's  businesses  are  now  being  bat- 
tered on  all  fronts.  Its  Continental  Cas- 
ualty Co.  unit,  a  leading  property  and 
casualty  insurer,  took  a  $270  million  hit 
in  1992,  mostly  from  Hurricane  Andrew. 
Then  there  was  a  $2  billion  addition  to 
reserves  in  anticipation  of  future  asbes- 
tos-related claims. 

And  because  of  intense  pricing  pres- 
sure in  the  industry.  Continental  has 
been  unable  to  raise  premiums.  Net  in- 
come for  the  first  nine  months  of  1993 
was  down  70%,  to  $180.1  million.  Worse, 
CNA  has  been  plagued  by  below-aver- 
age underwriting  results  for  years.  Since 
1989,  it  has  paid  out  an  average  of  $1.16 


in  claims  and  expenses  foi'  each  $1  re- 
ceived in  premiums.  The  average  payout 
for  all  commercial  insurers  is  about  $1.12. 

And  like  other  insurers,  CNA  is  being 
bedeviled  by  low  interest  rates.  It's  hav- 
ing a  harder  time  offsetting  those  weak 
underwriting  results  with  investment 
gains  on  its  $24  billion  portfolio,  which  is 
managed  by  Loews. 

EMPTY  BEDS.  Nor  are  any  of  Loews'  oth- 
er businesses  in  great  shape.  Loews  Ho- 
tels, with  nine  hostelries  in  cities  from 
Los  Angeles  to  Quebec,  is  expected  to 
earn  only  $3  million  this  year,  on  reve- 
nues of  $185  million.  That  includes  fees  it 
gets  from  managing  five  other  hotels. 

Again,  Loews  is  stuck  in  a 
tough  end  of  the  industry— lux- 
ury  hotels,  where  "the  external 
environment  has  been  ter- 
rible," says  analyst  Sheldon 
Grodsky  of  Grodsky  Associates 
Inc.,  a  securities  firm.  "The 
overall  market  has  been  glut- 
ted for  years."  And  though 
Tisch  aficionados  may  argue 
that  the  hotels  are  valuable  as- 
sets, finding  a  buyer  for  any 
hotel  Loews  might  want  to  sell 
could  be  tough. 

The  performance  of  Loews' 
Bulova  Corp.,  which  makes 
watches  and  clocks,  is  equally  uninspir- 
ing. Its  sales  have  stagnated,  and  its 
profits  have  been  dwindling  for  yeai's. 
Bulova's  defense  subsidiary,  which 
makes  fuses  and  other  timing  devices, 
has  been  hard  hit  by  the  downturn  in 
military  spending. 

Despite  myi-iad  problems,  the  Tisches 
are  under  no  immediate  pressure  to 
shake  up  their  empire.  The  company  re 
mains  very  much  a  family  affair.  Larry's 
sons  have  key  positions:  Andrew  H. 
Tisch  runs  Lorillard,  James  S.  Tisch  is 
Loews'  executive  vice-president.  Thomas 
J.  Tisch  oversees  the  family's  private 
holdings.  Jonathan  M.  Ti.sch,  Preston's 
son,  runs  Loews  Hotels. 

And  any  change  in  direction  isn't  like- 
ly to  be  dictated  by  Loews'  directors. 
The  Tisches  hold  5  out  of  11  board 
seats.  And  the  outside  directors  are  ap- 
parently not  concerned  about  the  precip- 
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itous  decline  in  the  operating  results  of 
most  of  Loews'  businesses.  The  stock 
"ha.sn't  sagged  very  much.  I  don't  think 
it's  anything  to  worry  about,"  says 
Charles  B.  Benenson,  a  Loews  board 
member  who  has  been  involved  in  Man- 
hattan real  estate  deals  with  the 
Tisches  for  years.  "It  certainly  doesn't 
cause  any  concern  to  me.  I  have  the 
greatest  confidence  in  the  Tisches." 

Some  Tisch-watchers  say  Lany  would 
have  attacked  Loews'  problems  more 
aggressively  if  it  weren't  for  his  preoccu- 
pation with  CBS.  His  brother.  Bob,  has 


other  distractions,  too.  In  1991,  he 
bought  half  of  the  New  York  Giants  foot- 
ball team. 

But  many  on  Wall  Street  believe  that 
an  investor  as  savvy  as  Larry  Tisch 
won't  stand  idly  by  while  Loews  deteri- 
orates. Some  investment  bankers  specu- 
late that  Tisch  is  just  l)iding  his  time  be- 
fore selling  off  one  or  more  of  the 
businesses.  "He's  constantly  tallying  the 
value  of  what  he  owns  and  what  he 
could  earn  with  an  alternative  use  of 
the  money,"  says  an  admiring  invest- 
ment banker.  But  "he  has  the  luxury  to 


pick  his  time  [to  sell].  He's  very 
matic."  Delphi's  Black  reckons 
has  a  potential  breakup  value  o: 
to  $160  a  share. 

Already,  there  has  been  talk  oi 
Street  that  Tisch  would  like  to  s 
oil-rig  business,  perhaps  through 
lie  offering.  But  it  won't  happen 
away.  Loews,  which  spent  abou 
million  in  1989  and  1991  to  acqui 
wor'ld's  largest  fleet  of  offshore  ri; 
lost  $106  million  running  the  op( 
since  1989.  And  there's  doub' 
Tisch's  oil  rigs  are  worth  anywher 


IS  TISCH  READYING  BLACK  ROCK  FOR  THE  BLOCK? 


It's  not  easy  getting  Barry 
Diller  and  Paramount  Chaii'- 
man  Martin  S.  Davis  to 
show  up  at  the  same  party.  But 
on  Nov.  10,  Laurence  A.  Tisch 
pulled  it  off.  The  two  set  aside 
their  fierce  maneuvering  for 
Paramount  Communications  Inc. 
to  attend  a  gala  at  the  Metro- 
politan Museum  of  Art  celebrat- 
ing the  25th  anniversary  of  60 
Minutes.  David  Letterman  was 
on  hand  as  well,  to  warm  up 
the  crowd  for  remarks  by 
Chairman  Tisch. 

The  60  Minutes  bash  says  a 
lot  about  why  Larry  Tisch  has 
held  on  to  CBS  Inc.  long  after  the  pundits 
said  networks  had  become  dinosaurs. 
With  its  huge  audiences  and  respected 
shows  such  as  60  Minutes,  CBS  still  con- 
fers great  power  and  prestige  on  the 
man  who  runs  the  network  and  owns 
23%  of  its  stock.  Diller  may  embody  the 
future  of  television,  but  Tisch  clearly 
revels  in  its  cherished  past. 
TROPHY  ASSET.  His  loyalty  to  CBS  is  far 
more  than  a  vanity  play,  though.  Media 
experts  say  that  by  sticking  with  the 
network  while  it  battled  bloated  costs, 
anemic  ratings,  and  the  worst  business 
downturn  in  broadcasting  history,  Tisch 
has  won  a  shrewd  gamble  that  leaves 
CBS  a  trophy  asset.  Now  the  network  is 
No.  1  in  the  ratings,  profits  are  up,  and 
its  stock  has  more  than  doubled,  to  a 
recent  308%,  since  Tisch  became  chair- 
man in  1986.  "He  already  looks  smart," 
says  Michael  N.  Garin,  an  investment 
banker  at  Furman  Selz  Inc. 

Garin  says  "already"  because  the  bet- 
ting on  Wall  Street  is  that  Tisch  will 
soon  engineer  an  even  bigger  coup. 
Bankers  and  even  some  CBS  insiders  ex- 
pect the  billionaire  investor  to  sell  the 
network  in  the  next  two  years  or  so. 
Such  rumors  aren't  new.  But  Tisch,  who 
declined  to  comment  for  this  article,  now 


VICE-PRESIDENT  GORE'S  SMASH  APPEARANCE:  CBS  COULD  NOW 
PROFIT  FROM  SYNDICATING  LETTERMAN'S  LATE  SHOW  IN  EUROPE 


has  fresh  incentive:  Deregulation  is  free- 
ing up  possible  suitors,  while  the  cur- 
rent mania  over  media  properties  is  driv- 
ing up  CBS's  value. 

Not  that  Tisch  needs  a  blockbuster 
deal  to  make  back  his  original  invest- 
ment. He  bought  into  CBS  in  1985  at  an 
average  price  of  about  $125  a  share,  or  a 
total  of  $706  million.  But  he  recouped 
much  of  that  in  a  1990  stock  repurchase 
in  which  CBS  paid  shareholders  the  pro- 
ceeds from  selling  its  publishing  and  mu- 
•sic  divisions  in  1987  and  1988  (table).  At 
this  point,  what  Tisch  reaps  from  a  sale 


HOW  TISCH  HAS 
SCORED  WITH  CBS 


OR  IGINAI  INVESTMENr  $  706  Million 

RETURNS  FROM  CBS  STOCK 
REPURCHASE/DEC.  '90"  479 

SHARE  OF  ANNUAL 

DIVIDENDS/'85-'92  118 


TOTAL  RETURN/'85-'92 

MARKET  VALUE  OF 
CURRENT  HOLDINGS 


$597Miii 


$1,1  10  Million 


■ESTIMATE  BASED  ON  24%  OF  CBS  SHARES  AT  AVERAGE  PRICE  OE  SI25 
•  •  BASED  ON  24%  SHARE  OE  $2  BILLION  BUYBACK 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK  ESTIMATES 


of  CBS  would  be  a 
profit.  And  at  the  ci 
price,  his  stake  is  v 
$1.1  billion. 

Does  this  make 
liant  or  lucky?  Pro 
of  both.  By  slashir 
and  dumping  none 
he  certainly  has 
into  an  attractive 
candidate.  The  ot' 
the  equation  is  th 
work  has  a  dubiou 
an  independent  mec 
In  resolutely  refusii 
en    his  franchi 
through  cable  TV  oi 
tangled  interactive  venture; 
left  the  network  ill-equippec 
slaught  of  multimedia.  Arc 
Inc.  and  Capital  Cities/ABC 
panding  aggressively  oversi 
ing  equity  stakes  in  promis: 
dia  companies.  Not  CBS. 
MORTIFIED.  That  single-mine 
Tisch  dearly  in  a  recent  ck 
cable  industry.  CBS  and  iti 
successfully  lobbied  the  go' 
allow  networks  to  demand  p 
cable  operators  in  return 
network  signals.  After  most 
nies  refused  to  pay,  ABC 
deals  to  get  distribution  fc  i-n 
channels  instead.  But  unlik  ||j 
works,  CBS  has  no  presence 
lacking  that  fallback  positio: 
ed  up  with  nothing  at  all 

Sources  familiar  with  CI 
was  so  mortified  by  the  d< 
is  easing  out  Jay  L.  Krie  jt'( 
senior  vice-president  and  cl 
who  guided  the  negotiatioi 
operators.  Kriegel,  who  d 
ment,  hasn't  announced  a: 
sources  say  he  will  be  leav 
in  1994. 

Still,  what  makes  the  Tifl 
attractive  to  potential  suit 


sen 
la 


hi 
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THEC 


30-day  in-home  trial! 

Mordiclrack 

M    wl  V  A  CML  Company 


"The  World's  Best 
Aerobic  Exerciser . 


Choose  the 
healthier  way 
to  unwind 
after  work. 

Relax  with  NordicTrack. 

By  simulating  the  total-body  motion  ot  cross- 
country skiing,  a  NordicTrack''  exerciser  provides  an 
invigorating  cardiovascular  workout  that  burns  more 
fat.  relaxes  your  muscles,  releases  pent-up  tensicjns 
and  leaves  you  feeling  calm,  refreshed  and  energized. 

Thanks  to  NordicTrack's  patented  jlywheel  and  one- 
way clutch  system,  you'll  enjoy  smooth,  jarle.ss  motion 
w  hile  safely  toning  and  conditioning  your  entire  body. 

Twenty  minutes,  three  days  a  week. 

Exerci,se  on  your  NordicTrack  tor  as  little  as 
20  minutes,  three  days  a  week,  and  start  seeing 
NordicTrack  results!  Lose  weight  (burn  up  to  1,100 
calories  per  hour),  improve  your  cardiova.scular  fitness 
.mtl  increa.se  your  energw 


FREE  Video  and  Brochure 


Call  1-800-441-7891  Ext.  I3BL3 

or  write:  NordKTr.ii.l<.  Dept  l-lBL-i 
111!  l\-.i\cy  K(ud,  Cli.isk.i,  M\  s^-;i.s-2355 
J  Please  send  me  a  FREE  brochure 
□  Also  a  FREE  \HS  videotape 

N':inie  Hhone  (  )  


Street, 


.  Zip 


BUSINESSWEEK/DECEMBER  13,  1993  107 


RESEARCH  I 


BELLCORE  TO  ITS  OWNERS: 
DON'T  HANG  UP 


Under  pressure,  the  Bells'  R&D  arm  offers  a  grand  vision 


It's  bad  enough  that  Bellcore  CEO 
George  H.  Heilmeier  has  seven  boss- 
es. What's  worse  is  that  they  often 
disagree.  In  the  past  year,  the  seven 
Bal)y  Bells  that  own  Bellcore,  the  $1 
billion-a-year  research-and-engineering 
consortium,  have  gone  from  rivalrous 
siblings  to  outright  combatants. 

So  is  Heilmeier  ducking  out  of  the 
line  of  fire?  Not  a  bit.  This  demanding 
Pentagon  veteran  is  actually  raising  his 
sights  for  Bellcore.  He  wants  the  Living- 
ston (N.J.)  consortium  to  be  the  archi- 
tect of  the  coming  Information  Super- 
highway. Bellcore,  he  says,  could 
coordinate  U.  S.  industry's  development 
of  the  highway  in  much  the  same  way 
as  TRW  Inc.  coordinated  development  of 
the  first  intercontinental  ballistic  mis- 
siles in  the  1950s. 

Like  a  daring  chess  player  who 
strikes  from  a  vulnerable  position,  Heil- 
meier is  reaching  for  a  larger  role  at  a 
time  when  his  organization  is  under  tre- 
mendous pressure.  Its  seven  owners  are 
pushing  Bellcore  to  economize,  and  they 
are  cutting  back  on  jointly  funded 
work— while  warning  that  they  will  take 
their  lousiness  elsewhere  if  Bellcore  can't 
sui:)ply  the  software  they  need  for  futur- 
istic networks. 

WORKER  BEES.  (Irabbing  a  central  role  in 
designing  the  Information  Superhigh- 
way could  give  Bellcore  fi'esh  relevance. 
Heilmeier  expects  soon  to  announce  a 
"Collaboratory,"  in  which  phone  compa- 
nies and  others  will  study  technical  is- 
sues surrounding  the  highway.  And  he 
says  the  Collal)oratory  will  be  more  con- 
sumer-oriented and  bi'oader  in  impact 


than  the  National  Information 
Infrastructure  Testbed  led  1)\ 
American  Telephone  &  Tele- 
graph Co. 

Whether  Heilmeier  can  ac- 
complish his  grand  plan  is  far 
fi'om  clear.  He  has  done  a  lot  of 
things  right  since  March,  1991, 
when  he  took  over  a  consortiiun 
that  suffered  from  bloated  costs 
and  a  lack  of  business  focus.  He 
has  pared  expenses,  slashed  em- 
ployment 16%  without  cutting 
the  worker-bee  technical  staff,  and  tail- 
ored more  work  to  the  needs  of  each 
Bell  company— in  response  to  their  de- 
mands to  reduce  the  amount  of  work 
that  all  seven  must  pay  for  (charts).  Bell- 
core ably  writes  software,  tests  prod- 
ucts, and  helps  develop  communications 
standards.  Still,  turning  it  into  a  master 
architect  is  another  matter. 

The  next  half-year  will  tell  a  lot.  A 
study  gi'oup  of  the  owners  recently  con- 
cluded that  the  Bellcore  board  needs  to 
hammer  out  a  new  system  of  govern- 
ance in  the  next  six  months.  While  the 
group's  preliminary  report  is  secret, 
Heilmeier  predicts  that  the  new  rules 
will  make  it  easier  for  the  Bells  to  woi'k 
one-on-one  with  Bellcore.  Today,  they're 
discouraged  from  cooperating  on  any- 
thing sensitive— because  18  months  after 
a  project  is  completed,  any  other  Bell 
can  view  the  results  for  a  price.  That 
just  doesn't  cut  it  in  these  competitive 
times. 

There's  a  drawback,  however,  to  more 
custom  jobs:  Bellcore  can't  defray  its 
costs  among  multiple  clients.  Vice-Pres- 


ident Robert  W.  Lucky,  a  star 
from  AT&T  Bell  Laboratories  whi 
Bellcore's  applied  research,  spe 
trying  to  preserve  a  "precious 
ground"  where  the  Bells  can  keef 
erating.  LJnfortunately,  he  says 
area  of  true  mutuality  is  shrinkir 
tarnished  jewels.  The  Bellcore! 
group  is  wrestling  with  another  !e 
ma:  Can  Bellcore  win  industry's  r')'' 
tion  as  a  trusted,  neutral  info-hi 
architect  while  competing  with  th 
of  AT&T  and  Electronic  Data  S 
Corp.  to  sell  software  for  parts 
highway— such  as  video  on  demai 
vals  argue  that  Bellcore  will  be  t( 
to  steer  standards  in  a  directic 
favors  its  own  products.  Says  AT 
orations  Systems  President  T)u 
Stone:  "If  they  try  to  be  compete 
the  product  marketplace,  then  tH  ' 
have  the  kind  of  biases  that  woi 
late  their  neutrality."  Heilmeier 
that  Bellcore  doesn't  aspire  to 
standards,  only  to  contribute  tt 
But  the  issue  remains.  "It's  a  (• 
question"  to  resolve,  says  David  . 


YEAREND 
EMPIOYMENT  ^ 


M —  EXPENSES 
1^ 


WORK  WHOSE  COST  IS  SHARED 
BY  ALL  SEVEN  OWNERS 
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SCIENCE  &T(IN' 


P  DeskJet  color  printers  start  at  under  $485. 


For  t  hose  of  you  who  have  been 
waiting  for  color  printing  to  come 
down  to  your-  price  range,  your  time 
has  come.  HP  DeskJet  coloi-  print- 
ers are  starting  at  under  $485;"  So 
now  you  don'l  have  any  excuses  left 
for  not  buying  one. 

The  HP  DeskJet  SOOC  and  55()C 
printers  use  HP's  proprietaiy  inKiet 
technology  for  remarkably  clear 
black  &  white  and  color  printing. 

They're  comijatible  with  most  major 
software,  and  come  with  HP's  own 
optimized  Windows'"  di  ivers  for  out- 
standing image  tiuality.  They  even 
come  with  a  three-year  warranty, 
the  longest  in  the  industry. 


If  price  was  I  he  only  thing  standing 
between  you  and  a  color  {printer, 
Hewlett-Packard  has  cleaied  the 
way.  So  come  on  dov\i>  to  your 
nearby  HP  dealer  and  i)ick  one  up 
today.  Or  call  1-800-5.52-8500,  Ext. 
7856  for  the  name  of  the  HP  dealer 
nearest  you: 


DeskJet  Printers 
Make  it  happen. 


HEWLETT^ 
PACKARD 


Because  Business  Issues  Are 
Never  Strictly  Black  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (ed 
only  on  CNBC 

And  stay  tidied 

Saturday  and  Sunday  eiiening  for: 

business  Weekly 
6:.^0  pm  (ET) 

Fortune  Week 
7:00  pm  (ED 

(letting  Down 
to  Business 
7:30  pm  (ET) 


mess 


Available  at  Bookstores  Everywhere 


tier,  executive  vice-president  for 
and  technology  at  BellSouth  Cor 

Customization  and  neutrality  ari 
only  issues  Heilmeier  has  to  grapp 
The  consent  decree  that  broke 
Bell  System  continues  to  bar  '. 
from  the  vital  fields  of  long  distar 
hardware  design.  Moreover,  Be 
crown  jewels— 55  million  lines  of  c 
eciuipping  and  running  local  phoi 
works— are  losing  their  luster, 
action  is  moving  into  such  fields 
tom-tailfired  billing  and  interact! 
eo,  where  the  consortium  has  no 
expertise.  For  those,  the  Bells  m; 
to  other  suppliers— and  spend  less 
core.  Says  Edward  J.  Hendrick,  si 
implementation  officer  at  U  S  W( 
vanced  Technologies:  "I  don't  m 
pay  one-seventh  of  anything  I  don': 
"BUNCH  OF  IDIOTS."  To  the  gung-1 
meier,  all  of  this  is  more  challeni 
threat.  He  came  to  Bellcore  with 
ling  resume:  a  PhD  from  PrinceU 
versity  in  solid-state  materials, 
ing  work  in  liquid-crystal  disp! 
RCA,  two  years  as  director  of  tli 
tagon's  elite  Advanced  Researc 
jects  Agency,  and  a  stint  as  chief 
cal  officer  at  Texas  Instruments 
worked  to  eradicate  Bellcore's  ac 
style  and  increase  responsivenes 
Bell  customers.  Along  the  way. 
some  feelings.  Complains  one 
manager:  "There  was  a  sense  fr 
that  'you  guys  down  there  ar 
bunch  of  idiots.  We  up  here  kno' 
to  do,  and  you're  not  doing  it.'" 

Heilmeier  forged  ahead,  howe 
bulked  up  Bellcore's  expertise  : 
ware  while  slashing  work  in  the  i 
sciences,  in  which  the  seven  own 
little  interest.  He  based  manage 
on  their  ability  to  meet  l)udgets 
isfy  customers.  Bellcore's  cost 
come  in  under  budget  for  the  pas 
years.  And  sales  to  non-Bell  cust( 
such  as  GTE  Corp.  and  Sprint 
have  risen  to  13%  of  total  reven 
from  8%  in  1990.  As  for  the  critic^ 
meier  says:  'There  are  some  peo{ 
will  never  forgive  you  for  builnj 
great  company  without  them. 

Despite  Heilmeier's  efforts  t 
Bellcore,  the  centrifugal  forces  w 
on  it  are  powerful.  Bell  Atlantic 
man  Raymond  W.  Smith,  who  sa 
happy  with  Bellcore,  nonetheles: 
tains  that  when  Bell  Atlantic 
something  unique— as  it  incrern 
does— "we  go  elsewhere."  He 
that  in  coming  years  "there  may 
er  than  seven  owners."  Bellcore 
important  to  disappear.  For  Heiie 
though,  taking  on  the  Information  u[ 
highway  will  be  a  lot  tougher  th;] 
putting  together  an  ICBM. 

By  Peter  Coy  in  Nt' 


f 
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SCIENCE  STEK, 


At  Home 


He  Has  Two  Closets,, 


-Six  Space  Tie  Rack, 


I  Shoe  Bag, 


A  DBBfe  Dresser. 


mffAMedlnl  Cabinet, 


And  A  Hook 


On  The  Bathroom  Door. 


Out  Here,  He  Has  Tumi. 


iJrEVEN  HIGHLY-RATED 
MUTUAL  FUNDS  ACCORDING  TO 
THE  MORNINGSTAR  INDEPENDENT 
RATING  service: 

Prudential  Utility  Fund 

it  -i^  ts  ik      -Morningstar  (Class  B) 
ir  ir  -tr      -Morningstar  (Class  A) 

Prudential  High  Yield  Fund 

-w-  1^  -w-  ^  -Morningstar  (Class  A) 
ir  i>      it      -Morningstar  (Class  B) 

Prudential  Equity  Income  Fund 

it  ir  is-  -Morningstar  (Class  A) 
i?  it  i?  it  -Morningstar  (Class  B) 

Prudential's  Global  Utility  Fund 

it  it  it  it  -Morningstar  (Class  A) 

Prudential  Equity  Fund 

i?  i^  i?  i?  -Morningstar  (Class  A) 
it  it  it  it  -Morningstar  (Class  B) 

Prudential's  Nicholas-Applegate 
Growth  Equity  Fund 

it  it  it  it  -Morningstar  (Class  A) 

Prudential  FlexiFund/ 
Conservatively  Managed  Portfolio 

it  i?  it  it  -Morningstar  (Class  A) 
i^  is-  i^  it  -Morningstar  (Class  B) 


—  Prudential  Securities 

For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  our  funds,  call  1-800-654-5454  ext.  1813. 

For  more  complete  information  on  any  of  the  Funds,  including  charges  and  expenses,  call  1-800-654-5454  ext.  1813  or  ask  your 
Prudential  Securities  Financial  Advisor  for  a  free  prospectus  and  brochure.  Read  the  prospectus  carefully  before  you  invest  or  send 
money.  Ratings  as  reported  by  Morningstar  are  as  of  October  31,  l'?93.  Morningstar  Murual  Funds,  a  semi-monthly  publication  of 
Morningstar,  &c.  rates  over  1,200  mutual  funds  by  assessingeach  fund's  histoncal  total  returns  and  risk  relahve  to  other  mutual  funds  in 
its  class  I.e.,  equiU',  taxable  bond,  hvhrid  or  municipal,  etc.  The  return  and  nsk  evaluations  are  then  combined  to  produce  a  1-  to  5-star 
risk  adjusted  rating,  which  measures  a  fund's  histoncal  nsk/retum  performance  in  a  particular  class  of  funds.  Funds  are  ranked  according 
to  their  risk-adjusted  rating  in  five  >  ategones;  Highest  (five  stars  which  includes  the  lop  10%),  Above  Average  (four  stars  which  includes 
the  next  22.5%),  Neutral  (fnree  stars  which  includes  the  next  35%),  Below  Average  (two  stars  which  includes  the  next  22.5%)  or  Lowest 
(one  star  which  includes  the  bottom  10%).  Morningstar  does  not  rate  funds  or  share  classes  which  have  less  than  three  years  of 
performance.  Class  B  shares  of  Prudenhal's  Nicholas-Applegate  Growth  Equity  Fund  and  Paidential's  Global  Uhlity  Fund  were  not 
rated  by  Morningstar  because  they  have  been  in  existence  for  less  than  three  vears.  A  fund's  rahng  may  change  at  any  time  based  on 
new  data.  Rahngs  are  histoncal  and  do  not  represent  future  performance.  Class  A  shares  are  subject  to  a  maximum'  front-end  sales 
charge  of  5.25%rMost  Qass  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declining  over  a 
six-year  penod  upon  redemption.  The  classes  have  a  common  portfolio.         «1993  Pmdential  Secunties  Incorporated.  Member  SIPC. 


/elopments  to  Watc 


EMILY  T.  SMITH 


JGHT-SPEED  COMPUTERS 
IND  THE  CORNER? 


Alonj^-time  goal  of 
computer  scientists 
is  a  machine  that  uses 
l)eams  of  Hght  instead  of 
electrons  to  crunch  infor- 
mation. Such  "optoelec- 
tronic" computers  would 
offer  a  leap  in  speed  and 
performance— and  use  a 
lot  less  power.  But  so 
far,  the  optical  proces- 
sors built  at  places  such 
as  AT&T  Bell  Labs  have 
only  been  able  to  do  sim- 
ple calculations, 
lomp  Corp.  in  Lake  Tahoe,  Nev.,  has  taken  a  big  step 
.  Backed  by  the  Pentagon's  Star  Wars  progi'am,  the 
/  has  built  a  machine  that  can  execute  up  to  12  billion 
ions  per  second,  which  rivals  the  speed  of  conven- 
gh-performance  computers.  The  leap  in  speed  comes 
ng  arrays  of  lasers  with  scores  of  light  beams  instead 
idful,  as  earlier  machines  did.  OptiComp  is  already 
on  a  machine  that  will  run  at  least  100  times  faster, 
ather  chores,  optoelectronic  computers  are  especially 
or  high-speed  searches  of  data  bases  or  number- 
g  in  low-power  satellites. 


UZBEKISTAN 
GENIUS 


n  1989,  U.  S.  entrepreneur  Mats  0.  Ingemanson  trav- 
to  the  Soviet  Union  to  tap  its  scientific  talent.  Im- 
vith  the  Uzbek  Academy  of  Sciences  in  Tashkent,  he 
■ntly  founded  Mitech  Scientific  Corp.  in  Flanders, 
commercialize  the  academy's  inventions. 
Mitech  is  poised  to  take  off.  The  company  has  ap- 
U.  S.  patents  on  11  products,  ranging  from  a  two-day 
nenter  to  a  water-desalination  system.  They  all  use 
iands  of  infrared  radiation  to  speed  up  various  pro- 
nd  thus  save  energy— without  creating  damaging 
heat.  The  first  idea  to  reach  production,  within  90 
1  be  a  dry-heat  sterilizer  for  medical  instruments, 
on  says  it  can  sterilize  in  3  minutes  vs.  60  for  an  aii- 
iing  the  same  1,500  watts  of  power.  And  it  will  cost 
.  about  $3,500  for  an  autoclave.  Ingemanson  figures 
ill  need  $30  million  to  bring  all  the  Uzbek-invented 
to  market.  But  he  believes  the  company  might 
I  billion  in  annual  sales  i)y  the  year  2000.  Ingeman- 
idsed  $700,000  so  far,  which  along  with  his  own  in- 
is  being  used  to  launch  the  sterilizer. 


KTAL  TRACER 

i  ACK  MARKET  TAPES 


iwkers  of  pirated  movies  and  music  i)eware!  New 
audio  fingerprinting  technology  from  Cyijhertech 
!<■.  may  soon  track  down  your  source. 
<into-l)ased  company's  technology  protects  film,  vid- 
•  1  audiotape  by  inserting  a  unique  digital  code  at 
of  production.  This  invisible  code  can  be  randomly 


woven  through  music,  speech,  perceived  silence,  and  sound  ef- 
fects without  being  picked  up  t)y  the  human  ear  or  interfering 
with  sound  quality.  A  data  base  links  the  codes  with  copyi'ight 
and  source  information.  If  a  hit  movie  escapes  from  a  studio 
and  is  copied  and  sold,  that  digital  code  is  automatically  trans- 
ferred to  each  copy,  so  it's  easy  to  trace  from  whom  it  was 
gotten.  The  codes  can  also  l)e  used  to  verify  when  a  commer- 
cial or  progr'am  was  aired.  So  Cyi^hertech  envisions  setting  up 
listening  posts  in  major  cities  that  would  pick  up  and  decode 
the  signal  when  programs  air.  That  way,  media  research 
firms  and  studios  would  know  what  played  and  how  often.  Cy- 
phertech  R'esident  Daniel  Wasserman  says  the  pr(jduct  will  be 
on  the  market  by  mid- 1994. 


HOW  TO  FIND  A 
MOLECULE  IN  A  HAYSTACK 


The  right  molecule  can  make  a  fortune  by  treating  a  disease 
or  creating  a  new  property  in  a  material.  Companies  use 
techniques  such  as  nuclear  magnetic-resonance  imaging  to 
gather  information  about  the  structures  of  thousands  of  j^rom- 
ising  molecules.  Often,  though,  these  data  languish  in  filing  sys- 
tems, so  companies  can  essentially  "lose"  information  on  the 
one  molecule  in  10,000  that  might  lead  to  a  breakthrough. 

Help  may  be  on  the  way  in  the  form  of  a  new  computer- 
based  system,  developed  by  scientists  at  the  University  of 
Georgia's  Complex  Carbohydrate  Research  Center  (CCRC), 
that  can  quickly  identify  molecules  leased  on  the  data  generat- 
ed by  many  types  of  analytical  instruments.  So-called  artificial 
neural  networks,  which  I.  D.  molecules  l)y  matching  patterns 
in  the  data  and  l)y  "learning"  through  experience  to  match 
more  precisely,  make  the  new  system  work.  The  university 
has  spun  off  A\N  Technology  Inc.  to  commercialize  the  technol- 
ogy. If  ANN  secures  further  financing,  an  entry-level  system  is 
expected  on  the  market  within  six  months,  says  Peter  All)er- 
sheim,  co-director  of  the  CCRC. 


HUNTING  DOWN  GENES 
THAT  SAY  'NO'  TO  DISEASE 


Scientists  have  tried 
in  vain  to  pinpoint 
the  genes  in  crops  that 
resist  disease.  If  they 
could  insert  them  in 
plants,  it  could  help  in- 
crease yields  and  curl) 
pesticide  use. 

For  the  first  time,  re- 
searchers at  Cornell  Uni- 
versity have  cloned  such 
a  gene  in  tomatoes.  Re- 
sistance in  plants  occurs 
most  often  when  a  gene 
in  an  invading  Ijacterium 
triggers  a  specific  resistance  gene  in  the  plant.  The  Cornell  re- 
searchers used  the  Pseudomonas  syringae,  which  causes  bacte- 
rial speck  disease  in  tomatoes,  to  activate  the  so-called  Pto  re- 
sistance gene.  They  adapted  map-based  cloning,  a  technique 
used  to  find  human  genes  by  mapping  their  location  on  chro- 
mosomes, to  pinpoint  the  Pto  gene  in  tomatoes.  They  then  in- 
serted it  into  tomato  plants,  which  became  resistant  to  the  dis- 
ease. The  researchers  have  thus  laid  a  foundation  for  other 
scientists  to  use  gene-mapping  to  find  critical  plant  genes 
faster  and  with  less  knowledge  of  the  molecular  Ijiology  of  the 
gene  than  is  possible  with  other  methods. 
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GEniNG  THE  MOST  BYTE 
FOR  YOUR  BUCK 


The  phone  rinj^s 
and  nobody's 
home.  Instead  of 
l>eing  picked  up  by  a 
conventional  answer- 
ing machine,  the  call 
is  taken  by  the  Ft". 
"Hi,  we  can't  answer 
the  computer  right 
now.  Please  leave  a 
message."  That's  the 
scene  in  a  current  TV 
ad  for  Compaq's  Pre- 
sario,  a  line  of  person- 
al computers  aimed 
sciuarely  at  neophyte 
buyers. 

PCS  that  answer  the 
phone?  It's  part  of  the 
noble  yet  still-elusive 
effort  to  transform  the 
PC  into  a  no-l)rainer— a 
home  appliance  that 
can  be  taken  out  of 
the  carton,  plugged  in, 
and  put  to  work  im- 
mediately. The  Presa- 
rio,  along  with  Apple's 
Macintosh  Performa 
and  IBM's  PS/1,  are 
helping  to  bring  that 
bally hooed  vision  clos- 
er to  reality. 
OBSOLESCENCE.  At  the 
moment,  less  than  a 
third  of  American 
homes  have  a  PC,  and 
4  of  10  adults  sur- 
veyed i)y  IBM  don't 
use  one  at  home  oi- 
the  office.  Cominiters 
are  still  too  complex 
for  many  people.  And,  the 
reasoning  goes,  why  f)uy  any- 
way, when  the  darn  things 
are  seemingly  obsolete  l)y  the 
time  you  figure  them  out?  In- 
deed, the  world  of  micropi'o- 
cessors  and  megal)ytes  is  a 
nerve-wracking  place  for  the 
uninitiated.  If  your  geeky  pal 
who  plimked  down  $8,000  for 
a  computer  just  three  years 
ago  is  whining  about  owning 
an  inadequate  system,  what 
can  you,  a  novice,  expect? 


Quite  a  bit,  actually.  PCs, 
however  gradually,  are  get- 
ting easier  to  use,  and  recent 
l)loodletting  in  the  industry 
has  created  a  price-cutting  at- 
mosphere. Moreover,  $2,000 
to  $3,000  today  buys  a  lot 
more  comjjuting  power  than 
it  flid  a  year  or  two  ago.  For 
that  price,  you  might  also 
take  home  an  ink-jet  printer, 
a  fax  modem  to  transmit  doc- 
uments or  connect  to  on-line 
services,  and  a  CD-P.OM  drive 


that  runs  the  latest  multime- 
dia software  on  compact 
disks.  "It's  no  longer  a  price 
war,  it's  a  value  wai%"  says 
Robert  Bauer  Jr.,  director  of 
North  American  desktop  mar- 
keting at  Compaci  Computer. 

One  measure  of  value:  a 
computer  bundled  with  gobs 
of  software.  Just  about  all 
IBM-style  machines  come  with 
the  latest  version  of  Micro- 
soft Windows,  which  lets  us- 
ers launch  software  ijrogi'ams 


by    clicking  \ 
mouse  on  smal 
Buyers  of  mo 
tems   from   ( 1 
2000,  a  leading 
der  dealer,  c; 
choose  among  i 
crosoft  Excel  f( 
dows  spreadsfei 
several  othei 
grams.  Some  11 
models  are  ])r. 
with  11  Disney 
including  A 
ABC's,  for  kids 
and   Stunt  Is 
game  for  teen;i 
PRELOADED. 
Performa  line 
to  $2,050),  bille. 
"family  Macintn 
be  run  right  on 
box.  The  macl: 
elude  an  anim: 
torial  for  novici 
in  stereo  soum 
fax  modem,  as 
a  spreadsheet 
processor,  am 
preloaded  si 
And  as  ever 
Mac  aficionai! 
rectly  point  oi 
have  long  set  i 
(lard  for  ease  i 
Like  some 
mas,  Compaq' 
line"  Presario 
bines  the  mon 
computer  into 
box  design, 
eludes  such  pi'i 
software  as  Quicken, 
lar  personal-finance  i 
Presario's  built-in  ai. 
machine   adds  voii; 
"Press  one  for  Sue,  p  '^ 
for  Bob."  What's  irKS. 
Pr-esario  is  almost  "i  - 
play."  Users  connect  i 
er  cord  to  the  wall 
keyboard  and  mous(W 
back  of  the  system, 
screen  Welcome  Cei^'' 
plains  how  computer^ 
The  Presario  com 
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;  three-year  warranty 
and  labor,  and  buy- 
jhone  a  24-hour  toU- 
nical  support  line  for 
[  the  product.  During 
year,  Compaq  will 
jatch  a  technician  to 
ise  for  free.  But  be- 
sing  any  l)rand,  shop- 
uld  ring  up  a  manu- 
5  support  line  ahead 
just  to  see  how  long 
;o  reach  a  live  voice. 
»rrnour  Merrin,  head 
tant  Merrin  Informa- 
vices:  "A  consumer 
B  able  to  call  a  ven- 
3  line  and  within  a 
ites  talk  to  a  human 
ho  can  help  them 
a  problem." 
rse,  anyone  perusing 
ads  these  days  must 
the  specs  game.  The 
SX/25  microproces- 
ing  at  a  clock  speed 
gahertz,  is  the  cur- 
y-level  standard  for 
BM-style  PCs.  Chips 
the  SX  suffix  are 
slower— and  $200  to 
per— than  those  with 
itosh  computers  use 
chips;  a  486SX  is 
equivalent  to  a  Mo- 
'LC40. 

on  a  tight  budget 
!onvinced  they'll  do 
e  than  u.se  a  word 
can  squeak  by  with 
hine,  judged  a  barn- 
its  own  right  not 
and  still  capable 
run  the  most  popu- 
ms.  Some  386  ma- 
advertised  for  un- 
3ut  many  computer 
nse  buyers  to  pay 
muscle  than  they 
''11  need.  Software 
atinually  wj'ite  pro- 
h  the  fastest  and 
erful  systems  in 


li  ION.  Even  so,  the 

i  ae  Iniyer  need  not 
1  ntel's  Pentium,  the 
'  eed  demon,  which 

ii  )-  and  66-Mhz  ver- 
I'an  spit  out  data 

faster   than  a 
Pentium  machines 
new  Dell  Dimen- 
'tiO  (including  CD- 
ai!  the  P5-60  from 
'^i  which    start  at 
^    )00,  are  aimed  at 
sers  who  perhaps 


THEPRESARIO, 
FROM  COMPAQ,  IS 
ALMOST  A  "PLUG 
AND  PLAY"  MACfflNE 


operate  a  small  business  at 
home.  Folks  concerned  about 
obsolescence  can  buy  486  ma- 
chines with  chip  sockets  for 
upgrading  to  Pentium.  Of 
course,  by  the  time  you're 
ready  for  a  Pentium,  you 
might  also  crave  a  new  moni- 
tor and  a  more  capacious  hard 
drive— in  other  words,  a 
whole  new  system  might 
make  more  sense.  The  first 
Power  PCs,  based  on  new  mi- 
croprocessors being  developed 
by  Apple,  IBM,  and  Mo- 
torola, will  be  aimed  at  high- 
er-end customers.  They  will 
appear  by  mid- 1994. 

Regardless  of  the  micropro- 
cessor, buyers  shouldn't  skimp 
on  random-access  memory,  or 
RAM,  a  PC's  internal  memory. 
These  days,  most  systems  of- 
fer at  least  4  megabytes, 
though  it's  worth  an  extra 
$200  to  $300  to  spring  for  8 
MB  or  more,   especially  if 


you're  running  Windows. 
Look,  too,  for  a  system  with 
enough  free  expansion  slots 
and  so-called  drive  bays  that 
let  you  plug  in  an  internal  CD- 
ROM,  circuit  cards,  or  other 
add-ons. 

The  next  basic  recjuirement 
is  a  hard  drive  l)ig  enough  to 
store  all  of  your  programs 
and  files.  Although  you  might 
save  a  few  hundred  dollars 
by  buying  a  machine  with  120 
MB,  you'll  probably  regret 
your  parsimony  in  a  hurry.  A 
hard  drive  with  a  capacity  of 
at  least  200  MB  is  becoming 
more  common,  and  you 
shouldn't  be  averse  to  splurg- 
ing for  300-MB  drive  or  even 
bigger.  If  you  think  that's 
overkill,  consider  that  Win- 
dows itself  takes  up  10  MB  on 
your  hard  drive  and  a  new 
flight  simulator  game.  Strike 
Commander  from  Origin  Sys- 
tems, runs  best  when  it 
claims  41  MB  on  your  hard 
drive  and  8  MB  of  RAM. 

To  exploit  graphics  best, 
consider  a  system  with  a 
15-inch  color  monitor,  about 
a  $100  step  up  from  a  stan- 
dard 14-inch  model.  Consum- 
ers should  insist  on  noninter- 
laced monitoi's,  which  are  less 
prone  to  annoying  flicker  than 


HOW  MUCH  COMPUTER  CAN  YOU  BUY? 


The  configurations  below  show  what  you  might  get  in  a 
typical  system.  Actual  prices  vary  widely  depending  on 
brand,  where  you  buy,  and  the  trade-offs  you  make.  For 
instance,  if  you  opt  for  a  bigger  monitor,  you  might  have  to 
settle  for  a  smaller  hard  drive  or  less  memory.  If  you  go  with 
a  CD-ROM,  you  might  not  be  able  to  afford  a  laser  printer 


Microprocessor 

Rom 

Megabytes 

Hard  drive 

MB 

Monitor 

Inches 

Printer 

CD-ROM 

Speed 

386  DX  or 
486SX 

4 

80  to  170 

14 

Dot 
matrix 

None 

486DX 

4  to  8 

200  to  300 

14orl5 

Ink  jet 

Single/ 
Double 

486DX2 

8  to  16 

340  plus 

15orl7 

Ink  jet 
or  laser 

Double/ 
Triple 

Pentium 

8  to  16 

400  plus         15  or  17 

0A7A:.BUSINESSWEEK 

Laser 

Double/ 
Triple 

interlaced  versions,  and  a  su- 
per-vcA  model  with  a  dot 
pitch  of  0.28  or  lower,  a  meas- 
ure of  picture  sharpness. 
Some  computer  vendors  try 
to  stick  you  with  a  cheap 
monitor.  Before  you  buy, 
make  sure  the  retailer  will 
take  back  a  monitor  you're 
not  sati-sfied  with. 
TRICKY  LINK-UPS.  A  modem 
that  can  send  and  receive  fax- 
es is  also  a  handy  addition 
and  will  allow  you  to  tap 
into  Prodigy,  CompuServe, 
and  countless  computer  bul- 
letin boards.  It's  worth  spend- 
ing $170  or  so  for  a  speedy 
fax  modem  like  the  U.  S. 
Rol)otics  Sportster  that  can 
transfer  data  at  a  14,4()0-l)aud 
rate,  in  techno-speak,  rather 
than  a  2,400-baud  laggard, 
such  as  the  one  the  Compaq 
Presarios  have. 

To  add  multimedia,  which 
blends  video  with  animation, 
text,  and  sound,  you'll  need 
a  CD-ROM  drive,  sound  card 
(on  a  circuit  board  that  plugs 
inside  the  PC),  and  speakers. 
If  you  already  own  a  PC, 
Creative  Labs  and  Media 
Vision  sell  multimedia  up- 
grade kits  starting  at  around 
$350.  Shoppers  who  are  l)uy- 
ing  from  scratch  should 
choose,  at  minimum,  a  dou- 
l)le-speed  CD-Rom  drive  that 
can  transfer  data  from  the 
disk  to  the  PC  at  about  300 
kilobytes  (300,000  characters) 
per  second.  New,  triple-speed 
drives  (450  kilobytes)  cost 
aiiout  $500. 

A  decent  multimedia-ready 
PC  costs  $2,500  or  more  but 
can  save  a  lot  of  installation 
headaches.  CD-ROM  drives, 
electronic  circuit  boards,  and 
othei'  periphei'als  don't  always 
mesh  well,  so  when  possible, 
let  the  manufacturer  figure 
out  how  to  get  all  the  parts 
to  work  together. 

No  less  an  industry  lumi- 
nary than  Mici-osoft  Chairman 
Bill  Gates  admits  that  install- 
ing CD-ROMs  and  sound  cards 
is  difficult,  and  Microsoft, 
Compaq,  and  Intel  are  work- 
ing on  a  plug-and-play  stan- 
dard that's  scheduled  to  be 
out  by  next  year.  That's  wel- 
come news,  because  all  in 
all,  l)uying  a  PC  is  still  a  lot 
more  painful  than  it  ought 
to  be.  Edward  Baig 


ss 


BUSINESS  V^EEK/DECEMBER  13,  1993  115 


CAVUTO.  GIBBS 

INTERESTED  IN  YOUR  MONE\| 


Neil  Ciivuto.  Karen  Gibbs.   They're  o.t 

there  following  the  Fed.  Keeping  an  e>^ 

on  inflatio)i.  Doing  the  ground  work,  f. 

you  won't  have  to.   They  know  inter^ 

rates.  And  how  those  rates  will  ajfe 

YOUR  wallet.   They  know  wh 

makes  them  move.  And  how  the 

moves  will  impact  the  econo) 

Neil  Cavuto,  a  highly-regard, 

credit  markets  analyst,  is  also 

master  of  the  CEO  interview  a) 

former  New  York  Buret 

Chief  of  PBS's  "7 

Nightly  Business  Repoi 

Karen  Gibbs,  a  we 

regarded  author 

on  the  bond  mark 

also  has  nine  yei 

of  financial  experier. 

at  Dean  Witter,  wh(\ 

she  held  various  pt 

tions  including  V!| 

President  and  Sent 

Futures  Anal^ 

Cavuto  and  Gibl 
t 

Watch  them.  In  t» 
ever-changing  financ^ 
world,  it's  nice  to  kn(k 
someone  has  your  bt 
interests  at  hea- 


€NBC 


For  CNBC  cable  channel  number. 
1-800-SMART  TV  or  check  local  listir 
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decade  ago,  one  of  the 
most  popular  personal 
computer  games  was 
nture  program  called 
ike  most  other  early- 
on  titles,  Zork  came 
floppy  disk  and  had 
mitations.  Instead  of 
at  colorful  pictures, 
had  to  rely  on  text 
ions,  such  as  "You  are 
r  in  an  open  field, 
a  white  house."  They 
lave  to  type  instruc- 
ch  as  "open  door,"  and 
puter  would  respond 
re  text. 

The  new  CD-ROM  ver- 
sion of  Zork,  re- 
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PUMPED-UP  SOFTWARE 
THAT'S  EASIER  TO  MASTER 


N'S  RETURN 
THE  QUEST 
S  ACTORS 
I  TO  YOU 

I  October  by  software 
1  -tivision,  bears  little 
!  nee  to  the  original. 
:j  3  Zork  is  still  basi- 
i;  ntasy  where  players 
ij  0  be  heroes  on  a 
inst  an  evil  sor- 

'  Jt  instead  of 
h  scriptions,  di 
I'  leos  of  actor^ 
i;'  he  charac- 

I  pear  on- 
i  speak  to 
ing  you 
■  ilvf'  var- 
•1  cs.  T( 
1  i  1  guy, 
Jfj  click" 

'  )layed 

'  point  it  at  the 
1h'  screen. 
'k,  software  in  gen- 
undergone  radical 
1 1  ions.  Easy-to-use 
such  as  Mi- 
indows  and  Apple 

it  ^  Macintosh,  which 
fficult  text  com- 
h  small  on-screen 


icons  or  pictm'es  that  you  click 
on,  have  made  mastering  soft- 
ware much  less  of  a  chore. 
In  addition,  clever  graphics 
prompt  users  to  carry  out 
complex  tasks.  For  exam 
pie,  a  program  that  keeps 
track  of  your  expenses 
might  ask  you  to  entei' 
information  on  a 
checkbook-like  form 
on  the  computer 
screen.  And  if  you  run  into 
trouble,  today's  software  can 
give  you  instructions- 
written,  verbal,  or 
\     even  on  video. 

WordPerfect  6.0 
for  Windows,  the 
newest  version  of 
the  popular  word 
processing  pro- 
gram, shows  how 
far  software  has 
come.  Owners  of 
previous  versions 
had  to  remember 
quirky  function 
commands  or  move  the 
mouse  to  menus  on  top  of  the 
screen  to  do  simple  tasks, 
such  as  check  for  spelling  er- 
rors. In  the  new  WordPer- 
fect, frequently  used  com- 
mands are  reduced  to  icons 
on  a  tool  bar.  For  example, 
if  you  want  to  change 
type  styles,  you  can 
place   a  font 


UNDERSEA 

ADVENTURE:  MARINE 
BIOLOGY  AND  A 
TREASURE  HUNT 

button  along  the  edge  of  the 
screen.  To  switch  fonts,  just 
click  the  button  with  your 
mouse  and  choose  a  font  fi'om 
the  list  that  appears. 
MEGABYTE  HOGS.  The  trade- 
off for  simplicity  and  all  the 
added  functions  is  that  few 
programs  can  be  contained 
any  longer  on  a  single 
floppy  disk.  WordPer- 
fect 6.0  comes  pack- 
aged on  12  floppies 
and  hogs  up  to  32 
megabytes  of  hard- 
drive  space.  Such 
useful  yet  complex 
software  needs 
more  powerful 
hardware,  render-  m 
ing  many  older  PC  M 
systems  obsolete. 

If  traditional 
floppy-disk-based  programs 
have  gotten  more  sophisticat- 
ed, CD-ROMs  are  just  starting 
to  come  into  their  own.  Each 
CD-ROM  (for  compact-disk, 
read-only  memory)  can  hold 
more  than  680  megabytes  of 
information,  equal  to  more 
than  470  floppy  disks.  With 


this  still-developing  multime- 
dia technology,  software  mak- 
ers can  cram  computer-gen- 
erated text  and  graphics 
along  with  digitized  audio  and 
video  onto  one  shiny  platter. 

The  computing  public  is 
catching  on  to  the  potential 
of  CD-ROMS.  Prelimi- 
nary data  from  market 
researcher  Link  Re- 
search show  that 
nearly  718,000  PCs 
sold  in  the  U.  S.  this 
year  will  be  multi- 
media machines, 
and  more  than 
550,000  upgi-ade 
kits  will  be  in- 
stalled on  old- 
er systems— 
nearly  five  times  as  many  as 
last  year.  That  has  software 
publishers  rushing  to  produce 
an  abundance  of  multimedia 
titles  covering  a  broad  spec- 
trum of  topics. 

One  of  the  most  interest- 
ing categories  is  personal  pro- 
ductivity. This  includes  pro- 
grams such  as  Intuit's 
best-selling 


MICROSOFT'S 
ENCARTA:  A  TIME  LINE 
IN  A  MULTIMEDIA 
ENCYCLOPEDIA 

personal-finance  package. 
Quicken.  Intuit  recently  intro- 
duced a  $70  multimedia  ver- 
sion for  the  Windows  operat- 
ing system  that  includes  a 


KNOWLEDGE 
ADVENTURE'S  KID'S 
ZOO:  LEARNING 
ABOUT  ANIMALS 
VIA  FULUMOTION 
VIDEO  CLIPS 
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Ot^r  debit 

program  considers 

everything. 

On-line.  Off-line. 
Even  bottom  line. 


You  may  find  it  heartening  that  a  program  achieving  such 


worldwide  acceptance  hasn't  forgotten  about  the  fundamentals  ot 


Drofit.  From  the  very  outset,  Maestro'  from  MasterCard'  keeps  your 
Dperating  costs  low:  the  way  to  get  into  the 


urogram  is  with  the  networks  and  systems 

SbXi;  S'tSb  "lOOO 

^ou're  already  using.  And  because  we  dont  ^.ru^.f^r 


urden  you  with  extensive  fees,  you  can  keep  your  costs  low  as  you 


row  with  the  program.  Call  us  at  (212)649-5099  and  we'll  provide 


lore  information  about  the  $32~billion  enterprise  known  as  debit. 


'Ot  to  mention  an  exceedingly  lucrative  way  to  enter  it.  Maestro 


)w  A4astcrCard.  It's  more  than  a  cash  card.  It's  smart  money' 


digitized  version  of  The  Wall 
Street  Joumats  Video  Guide 
to  Money  and  Markets  and 
other  tools,  such  as  an  income 
tax  estimator.  The  video 
guide  teaches  novices  about 
how  the  stock  market  works 
by  presenting  short  i\\m  cHps 
with  narration  in  a  small  cor- 
ner of  the  computer  screen. 
According  to  Peter  Dumanian, 
a  product  manager  for  Intuit, 
orders  for  the  CD-ROM  have 
so  far  been  triple  what  was 
initially  expected,  thanks 
to  high  consumer 


demand  for  information  on 
how  to  invest  in  stocks  and 
bonds. 

Intuit's  competitors  are 
sure  to  follow  suit.  Meca 
Software  in  Fairfield,  Conn.,  is 


events  spanning  the 
past  century— includ- 
ing speeches  from 
the    Middle  East 
peace  accords 
signed  last  June. 
Another  interest- 
ing  title  from 
Microsoft  is  the 
$80  Dinosaurs, 
which  teaches  kids  about  the 
prehistoric    creatures  and 
brings  them  back  to  life 
through  computer  animation. 
Where  in  the  World  is  Car- 
men Sandiego?,  a  $60  CD-ROM 
from  Broderbund  Software, 
blurs  the  line  between  educa- 
tion and  entertainment 
by  teaching  children 
basic  geography 
in  the  form  of  a 
cops-and-rob- 
bers game. 
Few  catego- 
ries are  as  tailor- 
made  for  the  CD-ROM  format 
as  computer  games.  Return 
to  Zork  and  the  $80  Critical 
Path  by  Media  Vision  (the 
same  company  that  makes 
multimedia  hardware-upgrade 
kits)  both  use  digitized 
video  and  music  to 
draw  players  into  the 
game.  A  movie  fea- 
turing  real  actors 
from  the  Screen  Ac- 
tors Guild  unfolds 
on  the  computer's 
monitor,  and  play- 
ers   move  the 
game  along  by 
assisting  the 
characters. 


MICROSOFT'S 
DINOSAURS: 
JURASSIC  SPARK, 
COMPUTER  STYLE 

A  far  cry  from  the  text-only 
games  of  yore,  these  pro- 
grams are  just  the  beginning 
of  the  so-called  digital  future, 
when  Hollywood  and  comput- 
er companies  will  work  jointly 
to  produce  interactive  movies 
and  software. 
REPAIRS  VIA  PC.  And 

there  are  plenty  of 
other  nascent  uses 
for  CD-ROMS.  Their 
relatively  cheap  pro- 
duction costs  mean 
software  makers 
are  putting  all 
sorts  of  data  on 
CD-ROM.  Looking 
for  a  videotape 
to  curl  up  with 
on  a  rainy  Sat- 
urday? Micro- 
soft's $80  Cinemania  '94  gives 
you  thousands  of  movie  re- 
views and  some  film  clips  that 
can  guide  you  in  choosing 
rentals  from  the  video  store. 

Many  print  publishers  are 
developing  multimedia  edi- 
tions of  magazines,  including 
McGraw-Hill  and  its  special 


CD-ROM  edition 

BUSINESS  WEEK  1(K 

Others,  such  as  ii 
in  Los  Gatos,  C;i 
producing  chi 
magazines  coiji 
not  only  st(i 
music  but  a 
onstration  sl 
of  popula' 
ware  for 
and  kids 
out. 

But  what  if  you  do 
a  CD-ROM  drive?  S 
manufacturers  such  a^, 
edge  Adventure  in  I 
centa,  CaHf.,  have  \): 
multimedia  works  on 
floppy  disks.  Knowlci 
venture's  education 


INTUIT'S  QUICKEN:  A 
PERSONAL-FINANCE 
PACKAGE  WITH  VIDEO 
AND  VOICE  GUIDANCE 

working  on  a  CD-liOM-l)ased 
version  of  its  TaxCut  progi'am 
with  digitized  video  that 
will  give  advice  on  preparing 
a  1993  federal  income  tax 
return. 

BLURRING  LINES.  Education  is 
another  area  where  CD-ROMs 
are  sure  to  take  off.  Mi- 
crosoft's Encarta  multimedia 
encyclopedia,  a  reference 
work  containing  more  than  96 
minutes  of  video  segments 
and  8  hours  of  audio  clips,  is 
a  standout.  Owners  can 
search  for  global  topics  and 


A  MULTIMEDIA  GIFT  LIST 


Software 

Company 

Price 

Description 

ENCARTA 

Microsoft 

$99* 

A  CD-ROM  encyclopedia  with  audio 
clips  and  pictures  covering  events  as 
recent  os  the  Mideast  peoce  accord 

UNDERSEA 
ADVENTURE 

Knowledge 
Adventure 

60 

Teaches  about  sea  animals  using 
audio  and  video  clips  that  don't  require 
a  CD-ROM  drive 

RETURN 
TO  ZORK 

Activision 

80 

The  1990s  sequel  of  a  1980s  computer 
gome  that  features  digitized  videos  of 
real  actors  such  as  Jason  flervey 

QUICKEN  FOR  Intuit 
WINDOWS 

CO-ROM 
Deluxe  Edition 

70** 

The  best-selling  personal  finance  software 
now  comes  with  video  portions  that 
explain  all  about  the  stock  market 

'Expires  Dec.  31, 1 993;  full  retoii  price  is  $395        "Current  Quiclcen  owners  pay  only  $59.95 
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CINEMANIA  '94  FROM 
MICROSOFT:  A 
CHANCE  TO  LOOK 
BEFORE  YOU  RENT 

grams,    such    as  t^ 
Undersea  Adventure  \ 
Kid's  Zoo,  can  show) 
tion  video  clips  and 
from  your  PC's  har('< 
Other  companies,  : 
Books  That  Work 
Alto,  Calif.,  product 
floppy-disk-only  title.^ 
est  effort,  the  $50  H( 
vival  Toolkit,  teaches 
ers  how  to  make  e  i 
repairs  around  the  h< 
Even  as  software 
try  to  perfect  these  i 
gies,  newer  developn 
cropping  up.  Compa 
working  on  voice  rei 
that  would  allow  the 
er  to  understand  yot 
commands  and  "virtil 
ity"  programs  tha1^ 
immerse  the  user  \w 
tificial  computer-g(5i 
world.  The  software  it' 
row  will  one  day  n 
turn  to  Zork  seem 
hat.  ' 
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The  1993  BusinessWeek 
Symposium  of  Chief  Executive  Officers 


Reinventing 

 Amje.rica..„ 


What  must  be  done  to  ensure  that 
America  maintains  its  economic 
leadership  into  the  next  millen- 
nium'' Drawing  on  the  challenges  raised  in 
B/zsiness  Week's  October  Fall  Bonus  Issue 
entitled  "Reinventmg  America,"  Business 
Week  Executive  Programs  dedicated  its  1  993 
Symposium  of  Chief  Executive  Officers  to 
respond  to  this  question.  America's  most 
outstanding  corporate  leaders  and  govern- 
ment officials  gathered  in  Washington  to 
search  for  answers. 

The  tremendous  geopolitical  transforma- 
tions of  the  past  Hve  years  have  thrust  an 
additional  two  and  a  half  billion  people  into 
the  world  economy.  Economic  liberalization 
in  China,  India,  Eastern  Europe,  and  Latin 
America  has  created  vast  potential  markets 
for  American  goods  and  services;  it  is  also 
creating  tougher  competition  not  only  from 
technologically  and  organizationally  sophis- 
ticated Western  Europe  and  East  Asia,  but 
also  from  workers  in  developing  nations, 
who  are  forcing  American  labor  to  become 
even  more  productive  in  order  to  remain 
the  most  cost-efficient  in  the  world. 

"There  are  a  lot  of  countries  now  think- 
ing, 'How  do  I  get  into  this  race?"'  says 
Jonathan  C.  Crane,  MCI  Communication 


Corporation's  executive  vice  president. 
"They  are  facing  the  fact  that  technology 
is  allowing  foreign  companies  to  come  in 
and  take  away  revenue  and  opportunity. 
Technology  is  definitely  going  to  break  down 
barriers,  it's  going  to  blow  open  the  whole 
world.  There's  going  to  be  wide  open  global 
competition  before  this  new  century  turns." 

Managing  Change 

To  survive  in  the  globalized  marketplace 
of  the  future,  U.S.  corporations  must 
adapt  themselves  to  new  circumstances.  The 
ability  to  respond  effectively  to  changing 
economic  conditions  will  be  of  paramount 
importance. 

George  B.  Bennett,  chairman  of 
Symmetrix,  Inc.,  approaches  the  issue  with 
the  assertion  that  "organizations  don't  change 
until  external  catastrophes  bring  them  near 
the  edge  of  annihilation.  This  is  unfortu- 
nate, because  at  that  point,  they  are  tisually 
low  on  cash  resources  and  have  cynical, 
demoralized  personnel.  " 

"The  secret  of  successful  change,"  explains 
Bennett,  "seems  to  be  to  create  self-inflicted 
catastrophes  so  as  not  to  have  the  threat 
imposed  externally.  These  can  usually 
be  created  by  setting  aggressive,  external 
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threat-based  goals  and  then  demanding 
that  they  be  attained  in  aggressively  short 
time-frames.  " 

But  iiow  can  a  corporation  be  restructured 
without  disrupting  established  methods  ot 
operation  and  bringing  work  to  a  standstill? 
Bennett  suggests  what  he  calls  "corporate 
cannibalism." 

"The  idea  is  to  build  a  greenhouse  in 
which  to  nurture  the  new  order  —  to  test  the 
new  organizational  forms  and  the  creative 
use  ot  new  technolog)-  -  to  break  the  rules 
and  invent  the  future.  The  greenhouse  is 
then  encouraged  to  cannibalize  the  customer 
b.ise  and  statt  ot  the  old  organization  over 
time."  Bennett  admits  that  this  is  a  contro- 
versial strategy,  but  urges  hesitant  managers, 
"Notice  what  MCI  has  done  to  AT&T. 
Notice  what  Compacj  has  done  to  IBM. 
You  begin  to  see  what  a  cannibalistic 
strategy  can  do." 

Compac]  President  and  CEO  Eckhard 
Pfeiffer  provided  a  specific  example  ot 
corporate  cannibalism  as  he  described  his 
company's  experience  with  rapidly-changing 
markets:  "After  nearly  a  decade  ot  record- 
setting  performance,  we  faced  our  first 
two  quarters  ot  decline.  As  the  market 
environment  was  changing,  customers  kept 
asking  us  tor  different  products,  better 
response  to  their  needs.  We  started  falling 
behind." 

Compat]  regained  leadership  ot  its 
industry,  says  Pfeiffer,  by  restructuring 
Itself.  Compaq  created  an  experimental 
di\  isi()n  whose  success  was  used  to  "get 
the  whole  company  behind  the  new 
paradigm." 

Suggesting  that  a  bleak  future  faces 
corjiorations  which  are  unable  or  unwilling 
to  change  to  meet  new  market  conditions, 
Pfeiffer  points  out  tinat  "the  companies  that 
have  dominated  the  intiustry  for  decades  — 
IBM,  Digital  Equipment,  and  other  major 
brands  of  the  ■60s,  '7()s,  and  'cSOs  -  are  in 
deep  trouble.  In  the  second  quarter  of  this 
year,  none  of  these  companies  were  making 
any  money." 


"The  idea  is  to  build  a 
greenhouse  in  which 
to  nurture  the  new 
order  -  ro  test  the  new 
orc,.\niz.\tional  forms 
and  i  he  creative  use  of 
new  technology- to 
break  the  rules  and 

INVENT  THE  Ft  TURE." 

George  B.  Ben II tit. 
Chairiiuin 
Syiiiiih'trix.  Iin. 


"Unless  e\'er>  employ  ee 
has  vf.ry  specific  goals 
and  a  clear  understand- 
ing of  his  or  her  role, 
empowerment  becomes 
anarchy,  creating  frus- 
trated and  ineffective 
managers." 

Daih!  G.  Mead. 
Prtiuknt  mid  COO 
Tcniicai.  hii. 


Change  nearly  came  too  late  tor  Tenneco, 
Inc.,  the  Houston-based  diversified  industri; 
corporation.  Dana  G.  Mead,  the  companj 
president  and  COO,  recalls,  "We  realized 
that  at  most,  we  had  two  to  three  years  to  c 
something.  Otherwise,  the  opportunities  of 
the  present  would  suddenly  become  our  pas 

Mead's  solution  wiis  to  institute  a  result: 
oriented,  initiative-based  management  styl 
"giving  every  employee  a  clear  picture  of  tl 
results  we  expected  and  their  role  in  gettin 
them,  as  well  as  an  understanding  ot  how 
those  results  affect  the  organization's  overai 
performance. "  Without  such  an  understanc 
ing,  Mead  warns,  "empowerment  becomes 
nothing  less  than  anarchy,  quickly  creating 
frustrated  and  ineffective  managers." 

I'he  success  Tenneco  realized  with  this 
strategy  was  nothing  short  of  astoundingj 
the  company's  operating  earnings  and  qui 
terly  income  soared,  driving  its  debt  ratici, 
sharply  down.  Tenneco  rapidly  became  a  l[ 
darling  of  Wall  Street,  its  stock  appreciat-|i 
ing  69%  in  the  last  22  months.  I 

Productivity'  Through  CREATivm' 

Corporate  leaders  across  the  country  an 
realizing  that  initiative  and  flexibilit 
and  the  changes  tliat  drive  them,  must  ni 
be  limited  to  a  company's  management, 
but  extended  into  its  creative  personnel  a 
well.  A  "Quick-Tilly^'''"  poll  of  the  CEO 
at  the  symposium  revealed  that  v.'hile  84 
consider  creativity  a  reason  tor  the  succes 
ot  their  company,  only  35%  say  that 
creativity  is  exj-)licitly  expressed  in  theii 
corporate  culture.  Charles  M.  Leighto% 
chairman  and  CEO  ot  CML,  producer  i' 
ot  Nordic-Track  exercise  equipment  an 
operator  of  the  Britches  ot  Georgetown 
clothing  retailer,  contends  that  "It  theti, 
was  a  key  buzzword  to  success  in  the  'SIL . 
it  was  quality.  To  us,  the  key  buzzword  iL,^ 
the  '90s  IS  going  to  be  creativity." 

But  how  best  to  foster  a  creative  envL  , 
ronment  within  a  corporation.-'  Prof.  Jcljf.^^ 
Kao  of  Harvard  Business  School  explairajj^,^ 
that  large  corporations  often  become  o*p^^.. 
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id  bureaucratic,  stitling  the  ability 
itive  people  to  collaborate  on  and 
ce  new  ideas. 

:)  likens  traditional  corporate  organiza- 
)  the  game  of  golf:  an  idea  moves 
itially  through  eighteen  offices,  only 
rson  at  a  time  sees  it,  and  any  one  can 
He  proposes  a  different  model:  "What 
it  be  like  it,  instead,  the  innovation 
s  was  like  pinball,  where  the  key  is 
ig  an  internal  circus  environment  tor 
leas?"  This  wouid  create  a  more  cre- 
'-oriented  organization,  "a  network 
nan  resources  where  a  hard  structure 
ly  irrelevant." 

bert  L.  Nardelli,  president  and  CEO 
Transportation  Systems,  provides  a 
c  example  of  the  structural  change 
ted  by  Kao.  Describing  the  manage- 
)aradigm  of  GE  Chief  Jack  Welch, 
li  explains,  "There  is  one  clear  mes- 
our  approach,  and  that  is  the  value 
andaryless  culture,"  which  he 
es  as  "breaking  down  the  horizontal 
i  between  functions  and  the  vertical 
;  between  organizational  layers." 
perational  terms,  Nardelli  says,  this 
rhat  employees  are  encouraged  to 
"ate  with  one  another  and  given 
rable  freedom  to  turn  their  creativi- 
productivity:  "The  what  is  deter- 
many  times,  by  the  customer  and 
)usiness  environment.  The  how  is 
ilvement  that  we  are  trying  to  bring 
ur  people.  Read  the  market,  deter- 
;  lat  has  to  be  done,  and  let  the  people 
t  ir  how  to  do  it." 

'(  )iNG  With  Technology 

m  the  market  correctly  is  essential  to 

cl  Liccess  ot  any  business.  But  the  ongo- 

ss  of  globalization  makes  this  more 
:t  than  ever  before.  As  a  company's 
II  '  base  expands  and  becomes  more 
5<  ow  can  executives  keep  up  with  the 
If  ot  consumers  around  the  world? 
^  Jonathan  Crane  believes  that  the 
h  ccurate  market  data  is  the  rationale 


"Speed  of  response  has 
joined  accuracy,  crafts- 
manship, creativity, 
resourcefulness,  and 
other  traditional 
measures  of  quality. 
And  in  many  cases, 

TIMING  ranks  first." 

Jonathan  C.  Crane. 
Exa  titive  Vice  Pmidmt 
h\Cl  Cimimiiniattions  CnrpDnitiiin 


"It  all  comes  down  to 
the  value  the  customer  is 
looking  for.  our  efforts 
are  guided  by  customer 
focus,  customer  satis- 
faction, addressing  cus- 
tomer needs." 

Ei  kbanl  Pfeiffer. 

President  and  CEO 

Compaq  Computer  Corporation 


for  new  technt)logies  and  the  key  to  success 
in  the  tuture.  He  calls  attention  to  the 
tremendous  advances  in  computer  anci 
telecommunications  technology  that  allow 
information  to  be  pushed  further,  faster. 
"But,"  Crane  says,  "it's  up  to  you  and  all  of 
us  together  to  understand  why." 

Crane  proposes  that  people  who  have 
grown  accustomed  to  using  cash  machines, 
computerized  ticket  services,  and  microwave 
ovens  expect  comparable  speed  and  effi- 
ciency in  all  areas  ot  their  lives:  "Speed  of 
response  has  joined  accuracy,  craftsmanship, 
creativity,  resourcefulness,  and  other  tradi- 
tional measures  ot  tjuality.  And  in  many 
cases,  timing  actually  ranks  first." 

Michael  P.  Schulhof,  president  and 
CEO  of  Sony  Corporation  of  America,  con- 
curred with  Crane's  analysis,  stressing  the 
complexity  of  international  markets  and 
noting  that  while  many  people  expect  glob- 
alization to  lead  to  homogeneity  in  customer 
taste,  individual  markets  "still  very  much 
reflect  local  consumer  attitudes  and  traits.  " 

The  Education  Deficit 

Creative  brilliance  and  technological 
innovation  require  a  well-educated 
workforce.  But  recent  studies  indicating  that 
only  81%  ot  American  adults  are  literate 
have  prompted  fears  about  an  education 
deficit  in  America's  future. 

Boston  University  President  John  Silber 
opened  the  discussion  by  declaring  that 
"anyone  who  thinks  we  have  81%  literacy 
in  this  country  is  living  in  a  dream  world. 
The  true  number  is  closer  to  50%  ,  perhaps 
slightly  less." 

The  panel  on  American  education  was 
chaired  by  Dr.  Helmut  Panke,  Chairman 
and  CEO  of  BMW  (US)  Holding  Corp. 
He  pointed  out  that  BMW  and  all  American 
corporations  are  "end  users  of  what  the 
educational  system  provides,"  and  are  there- 
fore dependent  upon  the  quality  of  the 
nation's  schools. 

"BMW's  workplace  will  be  operated  by 
intelligent,  well-trained  individuals,  not  by 
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non-thinking,  non-carint;  robots.  A  robot 
will  never  iindersrand  what  it  is  doing, 
evaluate  the  process,  and  come  up  with 
suggestions  tor  continuotis  im|irovement. 
We  must  have  intelligent,  well-trained,  and 
intellectually  flexible  associates  empowered 
to  contribute  to  the  process.  " 

Panke  said  his  company's  choice  oi  South 
Carolina  for  its  U.S.  plant  site  was  based 
in  great  part  on  the  state's  well-developed 
system  ot  technical  training  and  education. 

What  is  keeping  America's  ptiblic  schools 
from  producing  more  employable  gradti- 
ates?  Joseph  F.  Alibrandi,  chairman  and 
chief  executive  of  Whittaker  Corporation 
and  a  leader  in  the  movement  for  choice  in 
education,  asserts  that  the  problem  can  be 
found  in  the  organizational  structure  of 
the  schools  themselves:  "If  I  had  to  design 
an  organization  that  was  doomed  to  failure, 
I'd  have  it  be  a  monopoly  reporting  to  a 
diffuse  political  body.  I  d  introduce  a  very 
powerful  union,  I  wotild  have  certification 
of  employees  so  that  yoti  can't  have  a  free 
market  for  employees,  I  would  have  tenure 
so  that  yoti  can't  fire  anybody,  I  would 
not  have  evaluations  or  merit  increases, 
I  would  have  no  rewards  for  success,  no 
penalties  for  failure,  and  then  what  I'd  do 
is  I'd  completely  detach  the  customer  from 
the  process.  Does  that  sound  familiar  to 
anybody?" 

Joseph  A.  Fernandez,  president  of 
the  Council  of  Great  City  Schools  and  former 
New  York  City  Public  Schools  chancellor, 
explains  that  school  systems  have  in  effect 
become  big  businesses,  with  large  numl:iers 
of  employees  and  htige  budgets.  "In  New 
York  City,  tor  example, "  he  says,  "we  were 
equivalent  to  the  twelfth— largest  corpora- 
tion in  the  cotmtry  in  terms  of  our  operat- 
ing budget." 

In  order  to  bring  better  management 
practices  to  the  public  schools,  Fernandez  is 
currently  working  with  major  corporations 
and  business  schools  "to  provide  school 
board  members,  superintendents,  senior 
level  executives,  and  other  people  in  specific 


"BMW's  W(JRKPLAtE  WILL 
BE  OPERATED  BV  INTELLI- 
GENT, WELL-TRAINED 
INDIVIDUALS,  NOT  BY  NON- 
THINKING, NON-CARING 

ROBOTS.  We  must  have 

IN  l  ELLECTUALLY  ELEXIBLE 

ASSOCIATES  EMPOWERED 

TO  CON  I  RIBl  TE  TO  THE 

PROC  ESS." 

Di:  Hi'h,iiil  Pc/iike. 
ChdinildiJ  cVhl  CEO 

BMW(US)HuU„i,K  Corp. 


"The  PEOPLE  DOWN  HERE 
ARE  NOT  THE  ONES  WHO 
SHOULD  REALLY  BE  DECID- 
ING ON  OUR  ECONOMY." 

Cui/firt'Ssmai/  Amu  H(i//i;bfoi/. 
Relh'ihliutu  (jf  New  York 


functional  areas  with  management  tools, 
training,  development,  and  networking  i 
opportunities  comparable  to  those  availaj 
in  the  private  sector." 

A  Challenge  to  Corporate  America 

The  dominant  theme  resonating  throug 
out  the  speeches  of  the  national 
political  figures  who  addressed  the  syn 
posium  was  that  the  reinvention  of 
America  requires  the  talent,  experiencf 
resotirces,  and  energy  of  American  busi- 
ness. Speaker  after  speaker  —  Treasury 
Secretary  Lloyd  Bentsen,  Labor  Secret 
Robert  Reich,  Housing  and  Urban 
Development  Secretary  Henry 
Cisneros,  and  House  Minority  Whip 
Newt  Gingrich  —  reiterated  that  corpo: 
leadership  is  essential  to  America's  contjjj 
ued  prosperity  and  global  ascendancy. 

But  the  most  direct  challenge  of  thi  il 
symposium  was  made  toward  the  end 
of  the  meeting  by  the  former  CEO  of 
Corning  Glass  Works,  Representativi  - 
Amo  Houghton,  Republican  of  New  Yc 
the  only  Busiiias  Week  1000  CEO  ever 
serve  in  the  House  of  Representatives. 
He  asserted  that  most  of  his  colleague 
in  Congress  are  poorly  equipped  to  co 
with  economic  issues  because  they  ha^ 
never  been  responsible  tor  actual  compan 
While  businessmen  have  direct  expend 
with  budgets,  he  said,  "the  people  on  th 
budget  committee  dun't.  because  they  ha 
never  gone  through  it.  " 

"Therefore,"  concluded  Houghton, 
"the  people  down  here  are  not  the  ones 
should  really  be  deciding  on  our  econoi 
So  who  else  around  here,"  he  asked,  sui| 
ing  the  chief  executive  officers  filling  t 
hall,  "is  willing  to  come  down  here  an(  iih^ 
reinvent  America?" 


hy  A)h/nw  K.  Sandoval-  Strausz 

In-hall  polling  provided  to  Business  Week  by 
Quick-Tally  Interactive  Systems  of  Beverly 
Hills,  California. 
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m  losf  week;  0.5% 
m  last  year:  7.0% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year;  6.7% 


Nov.  20 
195  7 


Nov  20 
229  3 


miiM 


IMlllI 


Nov.  13 
194.7 


Nov  13 
229.0r 


Mar.  July  Nov 

1993  1993  1993 

lucfrion  index  continued  to  advance  during  the  week  ended  Nov.  20. 
lOnally  adjusted  basis,  output  of  trucks  and  outos  were  up  strongly,  and 
jmber  output  and  rail-freight  traffic  increased  as  well.  Steel,  electric  power, 
board  output  declined,  while  crude-oil  refining  and  paper  production  were 
.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
195.6. 

BW  production  in  Jex  copyright  1  993  by  McGrow-Hill  Inc. 


July 
1993 


Nov 
1993 


The  leading  index  increased  slightly  during  the  week  ended  Nov.  20.  Stronger 
stock  prices  and  improved  growth  rotes  for  materials  prices  and  M2  lifted  the  index 
higher.  However,  business  failures  were  up,  grov/th  in  real  estate  loons  slowed,  and 
the  bearish  tone  in  the  bond  market  continued  to  send  negative  signals  about  the 
economy's  future.  Before  colculotion  of  the  moving  average,  the  index  dropped  to 
230.1,  from  231.1. 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 


UCTION  INDICATORS' 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

17)  thous.  of  net  tons  1,816 

1,789# 

3  5 

'27)'jnits  81,850 

136,766r# 

3.1 

/27)  units  68,070 

1 15,485r# 

17.8 

OWER  (11/27)  millions  of  kilowatt-hours  55,093 

55,290# 

2.0 

REFINING  (ll/27)thous.ofbbl./day  13,580 

13,698# 

0.0 

0)  thous.  of  net  tons  19,492# 

19,294 

24.1 

D  (11/20)  thous.  ot  tons                          853. 3# 

845. 8r 

3.6 

>0)  thous.  of  tons                                   815  . 0# 

815  Or 

2.3 

/20)  millions  of  ft.  494.2# 

499.5 

50.3 

{T  ( 1 1  /20)  billions  ot  ton-miles                    23. 1  # 

23.1 

4  1 

ericon  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
oleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
silroads 

IN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

i  -M  (12/1)  108 

108 

125 

iiRK(12/1)  1.72 

1.70 

1  58 

'  IND  (12/1)  1.48 

1.49 

1.58 

1'  HC  (12/1)  5.94 

5.91 

5  37 

I  OILAR  (12/1)  1.34 

1.33 

1.27 

:  (12/1)  1.50 

1.49 

1.41 

i;  10  (12/1)'  3.104 

3.100 

3.108 

Ij  .r  New  York  bonks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
?i!  d  in  dollars 

IffiMIIHIi'hHfW-l 


Latest 
week 

Week 
ogo 

%  Change 
year  ago 

'/troy  oz. 

373.100 

377.600 

11.2 

11/30)#1  heavy,  $/ton 

137.50 

137.50 

54.5 

1 1/30)  index,  1967=100 

221.3 

222.3 

9.7 

7)C/lb. 

79.5 

79.2 

-20.9 

1/27)  C/lb. 

51  3 

50.5 

-5.0 

)  #2  hard,  $/bu. 

3.88 

3.95 

1.0 

strict  low  middling  1-1/1 6  in 

,</lb  59.10 

56.05 

16.5 

1  Wednesday  final  setting,  Chicac 
y  market,  Memphis  market 

o  market.  Commodity  Research  Bureau,  Metals 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (1 1/26)  S&P  500 

461  73 

464.30 

8.0 

CORPORATE  BOND  YIELD.  Aaa  (ii/26) 

6.98% 

6.94% 

-13.4 

INDUSTRIAL  MATERIALS  PRICES  (ii/26) 

94.2 

94.1 

-0.2 

BUSINESS  FAILURES  (11/15) 

355 

278 

-10.4 

REAL  ESTATE  LOANS  (i  1/13)  billions 

$405.9 

$407.6r 

0.2 

MONEY  SUPPLY,  M2  (ii/i  i)billions               $3,513  9 

$3,506.3r 

1.1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (ii/9) thous 

338 

358 

-3.7 

Sources:  Standard  &  Poor's,  Moody's,  Journo/  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loons 

IS 

Latest 
month 

Month 
ago 

%  Change 

year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Oct  |  billions 

$135  8 

$133  1r 

8.1 

PURCHASING  MANAGERS'  INDEX  (Nov ) 

55.7% 

53.8% 

1.8 

AGRICULTURAL  PRICES  (Nov  )  index,  1977=100 

143 

145 

5.1 

CONSUMER  CONFIDENCE  INDEX  (Nov ) 

71.2 

60.5 

8.5 

Sources:  Commerce  Dept.,  National  Assn.  of  Purchasing  Management,  Agriculture  Dept. 

Latest 
week 

We«k 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (11/15)                       $1,123  5 

$1,1 18.8r 

9.8 

BANKS'  BUSINESS  LOANS  (ii/i7) 

272.7 

272. 2r 

-2.6 

FREE  RESERVES  (ii/24) 

954 

907r 

-22.0 

NONFINANCIAL  COMMERCIAL  PAPER  (ii/i7) 

159.5 

158.8 

6.3 

Sources:  Federal  Reserve  BoorcJ  (in  billions,  except  for  free  reserves, 
two-week  periocJ  in  millions) 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Tear 
ago 

FEDERAL  FUNDS  (11/30) 

3.16% 

3.05% 

3.37% 

PRIME  (12/1) 

6.00 

6  00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (11/30) 

3.44 

3.42 

3.79 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/1) 

3.35 

3.36 

3.73 

EURODOLLAR  3-MONTH  (11/26) 

3.38 

3.34 

3.80 

Sources:  Federal  Reserve  Board,  First  Boston 


T  i  3  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
''  V   d  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA=  Not  available     r=revi5ed     NM  =  Not  meaningful 
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Index  to  Companies 

This  index  gives  the  starting  page  for  o  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


A 

AdminiStar  Solutions  97 
Aetna  97 

American  Airlines  55 

ANN  Technology  113 

Apple  Computer  89,  98, 
114,  117 

A.R.  Schmeidler  98 

Asahi  Bonk  56 

Asohi  Gloss  69 

AT&T  37,  108 

A.T.  Kearney  56 

Aubrey  G.  Lanston  36 

Aviation  Systems 
Research  39 

B 

Bank  of  America  88 
Baring  Securities  56,  94 
BAT  Industries  104 
Bell  Atlantic  15,56 
BellSouth  108 
Blockbuster  Video  100 
Boeing  52 

Books  That  Work  117 

Booz  Allen  &  Hamilton  39 

Boston  Chicken  100 

Broderbund  Software  117 

Brown's  Chicken  & 
Pasta  72 

Bruce  Anderson  Oil  & 
Gas  38 

Bulovo  104 
C 

Canon  89 

Capital  Cities/ABC  106 

Capital  Holding  15 

CBS  104,  106 

Central  Glass  69 

Champion 
International  104 

Charoen  Pokphand 
Group  94 

Chemicol  Securities  26 

Chevron  38 

Citibank  89 

CNA  Financial  104 

Colt  Manufacturing  72 

Columbia  Pictures  42 

Compaq  Computer  1 14,  56 

Computer  Sciences  88 

Continental  Bank  34 

Continental  Cosualty  104 

Corning  69 

Cox  Communications  44 


Creative  Labs  114 
CSC/Index  15 
Custom  Communication  8 
Cyphertech  Systems  113 

D 

Dallas  Cowboys  8 
Dotoquest/Ledgeway  88 
Dell  Computer  52,  56,  89, 
114 

Delphi  Management  104 
Digitol  Equipment  10 
Dobbs  International  39 
Donaldson,  Lufkin  & 

Jenrette  98 
DRl/McGrow-Hill  26 

E 

Electroglos  98 
Electronic  Data 

Systems  88,  108 
Eli  Lilly  15 
ENI  38 

F 

FCB/Leber  Katz  37 

Fidelity  96 

Fidelity  Magellan  98 

First  Boston  39 

First  National  Bank  of 

Chicago  26 
Fishbach  52 
Fox  Broadcasting  42 
Freeman  10 
Fujitsu  56 
Furmon  Selz  106 

e 

Gartner  Group  88,  89 
Gateway  2000  1 14 
Gemini  Consulting  56 
Gemstar  Development  44 
General  Signal  98 
GM  15,26 

Grodsky  Associates  104 
GTE  108 

Guardian  Industries  69 

H 

Hollcrest  Security  72 
Hallmark  Capital  10 
Hallmark  Cords  1 5 
Hellespont  Shipping  104 
Hewlett-Packard  15,98 
Hitachi  56 

Hollywood  Casino  98 
Home  Shopping 

Network  42 
Homestoke  Mining  104 
Hondo  56 

I 

IBM  15,88,89,97,98, 
114 

Idris  Hydraulic  94 


Information  Resources  104 
Integrated  Systems 

Solutions  88 
Intel  114,89 
Intuit  117 

Invesco  Funds  Group  98 

K 

Kendall  Square 
Research  52 
Keystone  Mutual  Funds  98 
KFC  100 

Knowledge  Adventure  1 17 

L 

Lodenburg,  Thalmonn  42 
Lazord  Freres  42 
Lehman  Brothers  98 
Link  Research  117 
Lipper  Analytical 

Securities  94 
Loews  104 
Lorillord  104 

M 

Matsushita  42,  56 
MCA  42,56 
McCaw  Cellular  37,48 
McDonnell  Douglas  88 
McGraw-Hill  117,32 
MCI  37 

MCI  Communications  48 
McKinsey  15,89 
Meco  Software  1 17 
Media  Vision  114,  117 
Merrill  Lynch  100,  104 
Merrin  Information 

Services  114 
MGM  Grand  46 
Micrografx  48,  1 14,  117, 

44,  89 
Miller  Brewing  46 
Mirage  Resorts  48 
Mitech  Scientific  113 
Mitsubishi  69 
Mitsui  69 

MMS  International  32 
Morgan  (J.P  )  56,  104 
Motorola  114,89,98 
MTV  42 

N 

NBC  106 
NCR  37 

New  World 

Communications  52 
NFL  8 

Nine-West  Group  52 
Nippon  Sheet  Gloss  69 
Nippon  Steel  56 
NWAyer  37 

o 

Odeco  Drilling  104 
OptiComp  113 

P 

Paramount 

Communications  106,52 
PepsiCo  100,37 
Petroleum  Finance  38 


Petroleum  Industry  38 
Petrostrategies  38 
Price/Costco  44 

Q  

QVC  Network  42,  52,  56 
R 

Research  Associates  38 
Reuters  96 
RJR  Nabisco  104 
Robertson  Stephens  44 

s 

Salomon  Brothers  88,  98 
Sands  Hotel  &  Casino  98 
Sanford  C.  Bernstein  104 
Sanyo  56 
SCI  Television  52 
Scudder,  Stevens  & 

Clark  96 
Sega  52 

Shawmut  Notional  34 
Singapore  Telecom  94 
Sony  42,56 
Southern  Bell  72 
Southern  Pacific  Roil  88 
Specialized  Travel 

Systems  72 
Sprint  37,  108 
StarSight  Telecast  44 
Sumitomo  69 
Sun  Microsystems  89 

T 

Toco  Bell  15 

Texas  Instruments  108,98 

Tokyo  Electron  98 

Tomen  Americo  10 

Toshibo  56,89 

Toyota  15,26 

Trakker  44 

Travelers  97 

Tribune  44 

T.  Rowe  Price  96 

TRW  108 

20th  Century  96 

u 

UBS  Securities  42 
Unilever  46 
United  Airlines  39 
United  Video  Satellite  44 
US  West  108 

V 

Viacom  42,  44 
Volkswagen  15 

W 

Walt  Disney  106,52 
Westfield  Whip  8 
Winner  International  72 
WMX  Technologies  100 
WordPerfect  44 
Wyott  86 

Wyle  Laboratories  98 

Y 

Yankee  Group  37,  88 
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estment  Figures  of  the  Wee 


\K1 

ed  surge  in  consumer 
ave  stocks  a  reason  to 
w  Jones  industrials 
lin  shooting  tor  the 
Small  and  midsize 
lowed  strength, 
eslors  took  a  roller 
The  Nikkei  index 
oints  or  7.5%  by  Nov. 
unded  sharply  by 
nished  the  week  off 
ritish  investors  are 
i  Financial  Times  in- 
66  points  on  Dec.  1  to 
3,  an  all-time  high. 


STOCKS 


BONDS 


THE  DOLLAR 


Nov.  May  Nov  Nov  24-Dec.  1  Nov  May  Nov  Nov  24-Dec.  1  Nov  May  Nov  Nov.  23  Dec.  1 
480 1   I  470      1700  I   I   1630      100  |   |  93 


■465  1600 


461  89 

460  1500 


52-week  change 
+  7.4% 


1-week  change 
+0.2% 


-  450  1300 


52-weelc  chang 
+  12.0% 


1-week  change 
+0.6% 


52-week  change 
+  2.7% 


1  -week  chonge 
+0.6% 


ET  ANALYSIS 


cs 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

NDUSTRIALS 

tPANIES  (S&P  MidCap  Index) 
&NIES  (Russell  2000) 
ES  (Russell  3000) 

3697.1 
173.8 
252.6 
266.2 

0.6 
1.7 
1.8 

0.7 

12.5 
1 1.6 
17.9 
8.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  SOO  DIVIDEND  YIELD 
S&P  SOO  PRICE/EARNINGS  RATIO 

3.18% 
6.26% 
2.73% 
22.5 

3.19% 
6.31% 
2.74% 
22  5 

3.39% 
7.57% 
2.88% 
23  8 

TOCKS 

latest 

%  change  (local 
Week 

currency) 
S2-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

455.9 
47.0% 
0  38 
1.93 

455.5 
45.3% 
0  43 
2.02 

Positive 
Neutral 
Neutral 
Neutral 

ANCIAL  TIMES  100) 
El  INDEX) 
E  COMPOSITE) 

3233.2 
17,125.3 
4220.4 

5  3 
-1.5 
0.1 

17  0 
-1.5 
29.3 

ritY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

%  change 


%  change 


( LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

S2-week 

Price 

miNERS 

17.9 

-1 1.0 

STONE  CONTAINER 

50.0 

-43.5 

10  % 

lANUFACTURING 

10.6 

-29.2 

LIZ  CLAIBORNE 

24.3 

-45.7 

23  5/8 

SYSTEMS 

7.5 

-12.6 

AMDAHL 

18.9 

-30.2 

5  '/2 

!  CONTROL 

6  7 

-28.4 

BROWNING-FERRIS  INDUSTRIES 

10.5 

1.0 

25 

URED  HOUSING 

6.2 

10.3 

FLEETWOOD  ENTERPRISES 

7.2 

12.2 

24  1/8 

LAGGARDS 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

LOANS 

-9.1 

16.5 

HOUSEHOLD  INTERNATIONAL 

-11.1 

15.8 

33 

:ATI0N  AND  PRODUCTION 

-9.0 

1.9 

ORYX  ENERGY 

-21.2 

-11.8 

18  % 

QUIPMENT  AND  SERVICES 

-8.7 

-0.5 

BAKER  HUGHES 

-12.6 

3.2 

20 

1  )  MOTELS 

-7.9 

62.8 

PROMUS 

-9.6 

167.7 

42  'A 

NCE  TELECOMMUNICATIONS 

-7.2 

18.9 

MCI  COMMUNICATIONS 

-15.2 

32.7 

24  3/8 

MORNINGSTAR  INC. 


return 

% 

LAGGARDS 

Four-week  total  return 

% 

INLEY  INSTL  EMERGING  MARKETS  9  4 
IN  AMERICA                        8  8 
iCH  LATIN  AMERICA  B              7  1 

DFA  JAPANESE  SMALL  COMPANY 
CAPSTONE  NIKKO  JAPAN 
EQUITY  STRATEGIES 

-16.8 
-13.9 
-13.3 

>tuni 

% 

52-week  totol  return 

% 

STRATEGIC  INVESTMENTS 
MCES  GOLD 
PRECIOUS  METALS 

212.3 
105.4 
98.7 

PILGRIM  CORPORATE  UTILITIES 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

INVESCO  STRATEGIC  HEALTH  SCIENCES 

-17.3 
-15.3 
-12.0 

m^M  S&P  500 

4-week  total  return 


I] 


PORTFOLIOS 


DRI/McGRAW-HILL 


1C  s 

1 1  sresent 
Si  00 
ot'  ear  ago 
lof  io 

1«!  licote 
•t  turns 


Foreign  stocks 
$12,795 

-4.39% 


Treasury  bonds 
$12,232 

+0.96% 


Gold 
$11,075 

-1.77% 


U.S. stocks 
$10,944 

+0.58% 


nil 


Money  market  fund 
$10,216 

+0.04% 


19  are  as  of  market  close  Wednesdny,  Dec  1.  1993,  unless  otherwise  indicated 
ide  S&P  500  companies  only;  performance  and  share  prices  ore  as  of  market  close 


Nov  30.  Mutual  fund  returns  ore  os  of  Nov.  26.  Relative  portfolios  are  valued  as  of  Nov.  30,  A  moio 
detailed  explanation  of  this  page  is  available  on  request. 
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TAKING  BACK  AMERICA'S  STREETS 


To  a  nation  numbed  by  ever-worsening  statistics  on 
crime,  additional  numbers  can  hardly  be  expected 
to  produce  much  surprise.  But  a  fresh  analysis  by 
BUSINESS  WEEK  offers  two  shocking  new  figures.  First,  the 
economic  cost  of  crime  is  $425  billion  a  year.  This  reinforces 
our  despair.  Second,  the  entire  country  spends  only  $35  bil- 
lion on  police  protection  annually— less  than  the  outlay  for 
soda  pop.  This  suggests  the  possibility  of  a  solution. 

Despite  the  rhetoric  of  the  past,  the  battle  against  crime- 
both  the  stick  of  punishment  and  the  can'ot  of  social  pro- 
grams—is startlingly  underfunded.  Worse,  much  of  the  mon- 
ey is  misspent.  But  a  rejiggering  of  the  priorities  and  an 
increase  in  funds  for  prevention,  instead  of  prison,  could 
make  the  streets  safer  and  could  save  individuals,  business- 
es, and  the  government  a  fortune  (page  72). 

This  is  good  news  for  a  nation  haunted  by  the  crime  epi- 
demic. Last  year,  14  million  crimes  were  reported  to  the  po- 
lice. The  Justice  Dept.  estimates  that  Americans  report  only 
one-third  of  all  incidents.  So  about  40  million  crimes  were 
probably  committed— in  a  country  of  250  million  people.  That 
is  a  staggering  total,  and  it  highlights  a  disturbing  possibil- 
ity: America  would  rather  live  with  crime  than  fight  it. 

With  his  usual  flair  for  provocative  comment,  Senator 
Daniel  Patrick  Moynihan  (D-N.Y.)  said  just  that  in  a  recent 
essay  in  The  A  merican  Scholar.  He  argued  that  people  were 
becoming  more  likely  to  describe  deviant  behavior,  indeed 
criminal  behavior,  as  normal.  The  result  is  that  a  level  of  vi- 
olence unacceptable  to  Europeans,  Asians— and  our  parents- 
is  now  the  norm  in  Los  Angeles,  Miami,  and  Washington. 

What  is  to  be  done?  First,  make  crime  pay  less.  Certain- 
ty of  punishment  is  critical.  The  most  efficient  way  is  to  put 
more  police  on  the  streets.  "Community  policing"  is  the  hot 


new  term  for  walking  a  beat.  Tliis  back-to-basics  tactic  i 
ing  effective— and  far  cheaper  than  incarceration,  whic 
a  bundle. 

The  problem  is,  the  country  doesn't  have  enoug 
walking  the  beat.  Despite  the  billions  spent  on  prison; 
1980s,  the  number  of  police  per  10,000  people  bare! 
pace  with  the  population,  even  as  violent  crime  soared 
then,  only  half  of  all  officers  are  in  the  field  at  any  on' 
Simply  hiring  more  clerks  to  replace  deskbound  copt 
be  an  effective  way  to  get  police  on  the  street  quick 

Revamping  the  juvenile-justice  system  is  a  second  i 
raising  the  likelihood  of  punishment.  Young  offender: 
ly  get  no  sentence— or  a  very  light  one— for  their  fir; 
or  four  felonies.  The  lesson:  Crime  pays. 

Punishment  is  not  enough.  Clear  incentives  are  net 
young  people  to  enter  the  world  of  work  and  not  th 
nal  economy.  That  means  job  training  and  education 
costs  $27,000  a  year,  vs.  $22,000  for  a  slot  in  the  Jol: 

Intensive  training  and  education  programs  have  pro\ 
can  sharply  reduce  the  crime  rate.  About  650,000  ji 
were  aiTested  for  violent  crime  in  1992.  It  would  ( 
billion  to  enroll  them  all  in  the  Job  Corps— probablj 
tion  of  the  cost  of  their  crimes. 

After  years  of  impotent  rage,  America  appears  p> 
fight  the  scourge  of  crime.  Passage  of  a  five-year,  $2o 
anticrime  bill  by  the  Senate  and  the  handgun  bill  mf 
ter  James  Brady  are  good  first  steps.  Liberals,  w 
viewed  anticrime  measures  as  veiled  racism,  are  n 
ing  the  battle. 

President  Clinton's  Nov.  13  speech  in  Memphis' 
sized  personal  responsibility  and  family  stability.  I 
up  to  the  country  to  provide  the  incentives  to  bulk 


THE  JAPAN  THAT  MUST  SAY  YES  TO  REFORM 


The  world  that  Japan  dominated  economically  in  the 
Eighties  has  become  a  very  different  place  in  the 
Nineties.  Rivalry  from  the  U.  S.  at  the  high  end  and 
from  Asia  at  the  low  end  is  squeezing  Japanese  corporations 
as  never  before.  A  new  integrated  global  economy  is  taking 
shape.  Every  country,  including  Japan,  is  open  to  new  forces 
of  fast-moving  goods,  people,  and  capital. 

Japan's  elites  have  only  just  begun  to  respond  to  these 
worldwide  changes.  Grudgingly,  the  political  system  is  being 
reformed  to  reduce  corruption.  Japanese  corporations  are  cut- 
ting costs,  shipping  production  overseas,  and  focusing  on 
profits,  not  just  expansion  and  market  share. 

But  much  more  must  be  done.  Massive  deregulation  is  nec- 
essary for  Japan  to  become  competitive  again.  Such  a  move 
would  bring  the  financial  benefits  of  the  strong  yen— cheap- 
er imports— down  to  the  consumer. 

Deregulation  is  needed  even  more  in  huge  areas  of  the 
economy:  telecommunications,  airlines,  land,  food,  construc- 


tion, and  the  Byzantine  distribution  network.  Excess 
have  choked  off  proliferation  of  everything  fron 
phones  and  computer  networks  to  satellite  broadca 

But  to  deregulate  industry,  Japan  must  first  end 
symbiosis  between  bureaucrat  and  businessman.  Bui 
protect  the  industries  they  supervise  in  exchange" 
later  on.  Prime  Minister  Morihiro  Hosokawa's  effc 
form  the  legislature  is  a  good  first  step.  He  shoul 
ther  and  reform  the  bm'eaucracy  as  well. 

Unless  that  occurs,  Japan  will  find  it  very  difficulio 
the  next  high-tech  leap:  the  integration  of  telecom, 
tion,  and  entertainment.  While  Japanese  prowe; 
Eighties  in  automation,  quality-control,  and  miniat 
drove  the  world  economy,  America  is  widening  if' 
the  information  technologies  that  will  dominate  thiT 

To  win  economically  again,  Japan  must  liberalize 
mocratize  its  society  and  its  economy.  The  old  w; 
work  anymore. 
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The  Toshiba  T4700C  Series 

htiDciucin2  a  notebcx 


so  power 
the  sound  barrier. 


T4700CT 

•  9.5"  TTT-LCD  active  matrix  color  display 

T4700CS 

•  9.5"  Dynamic-STN  dual-scan  color 
LCD  display 

Both  Models 

•oOMHz  SL  Enhanced  i486'DX2 

•  8MB  RAM  (expandable  to  24MB) 

•  2()0/320MB  HDD 

•  Two  PCMCIA  slots  (16mm  and  5mm) 

•  Integrated  graphics  accelerator 

•  VL  local-bus  video 

•  Built-in  microphone 

•  Wave "  audio  capabilities 

•  Audio  jacks:  headphone/speaker  and 
microphone 

•  NiMH  battery  for  extended  life 

•  QuickCharge  batteiy  recharge  system 
•3.5"  1.44MB  floppy  disk  drive 

•  BallPoint  2.0  mouse  with  QuickPort  ^ 

•  MaxTime  '  Power  Management  system 

•  LCD  status  icon  bar 
•DOS  6.0,  Windows"  and 

Microsoft'  Sound  System " 
software  pre-installed 


limited! 

WitRMNTYl 


Blazing  50  MHz:  Rmnyuli  ihc 

ivwc!    lilt     [nhaikcd  nSt  DX2  - 
llic  fihlcsl  miiroi'MLCt'^or  ever  ik'iiil.iial 
si'ccifhdilv  loi  HOtcl'ooL'  comj'Htcn. 


Tlte  only  comjmtcr 
yotill  ever  need:  ^V" 

mio  ilic  oi'iioiidl Di'ikSmoii  IV 
smdvoiiK  uHivnk  wimaicd 
10  voiii  iii'hvork,  j'rmk'r,  \'CA 
iiioiiiloi  moihc.  iiiul  liill-ii:i' 
hevl'Oiiiil. 


Two  sefmratC  PCMCIA  slots:  ,1  Umimamid  vmn 

arc  your      lo  L'Xj'iVhioii  now  diiJ  ii:lo  the  piliire — for 
moileim,  <,tome,e  ami  more. 


A  nmltimeilk  roadsliow:  Wave 

tiihlio  LOiiii'dtil'iliiy, 
lieadi'lioiie  or  external 
■^I'eaket  j'on,  and 
inieroi'lione 
laib  iiiaL-e  It  I'erjea 
jor  I'reieniatioiii. 


T%r  UAii  3  winncN^ 
1/L  AND  LOSERS 

S  WEEK 
c  ember 


ECONUMY 


nnciiE  mc 
NEW  JOBS  ARE 


mc  DAI  iLC  run 
EUROPE'S  MARKETS 


A  McGRAW-HILL  PUBLICATION 


THE 


BURLINGAME  PU8UC_HB«/lffT 


042  0007^566 


HORIZONTAL 
ORPORATION 

(rarchy  is  dying.  In  the  new  corporate  model,  you 
manage  across-not  up  and  down.  Here's  how. 
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ANAnONALHE 
INFORMAnON  SHOl 

Faster  access  to  data^  Streamlined  communications.  Faster  turnaround  time.  If  this  is  what's  down  the  njd 
the  health  care  industry,  some  major  industry  leaders,  like  the  Baptist  Memorial  Health  Care  System  and  Yap 
Haven  Hospital  believe  they've  found  a  way  to  get  there  now  -  using  Notes  the  innovative  groupware  from'ot 
Here's  how  Baptist  Memorial  is  using  Notes  to  get  a  jump  on  the  future: 


DR   MICHAEL  HENDERSON,  CEO,  PHYSICIANS 
HEALTH  CARE  CORP,  AN  HMO  ALIGNED  WITH 
BAPTIST  MEMORIAL  HEALTH  CARE  SYSTEM, 
"WITH  NOTES.  WE  CAN  ESTABLISH  AN  , 
ELECTRONIC  SYSTEM  TO  CONNECT 
SATELLITE  FACILITIES  WITH  BAPTIST 
MEMORIAL.  FACILITATING  PATIENT 
TRANSFERS  AND  APPOINTMENTS  WHILE 
ELIMINATING  PAPERWORK  NOTES  WILL  LET 
US  INTEGRATE  THE  TOTAL  EPISODE  OF  CARE 
-  FROM  DIAGNOSIS  THROUGH  RESOLUTION  " 


NOTES    FROM    THE  FIELD. 


LARRY  BLACK,  PhD  ,  MD,  "BEFO' 
NOTES,   WITH  THE  CASELOAD  I  KEf 
WAS  SIMPLY  NO  WAY  TO  KEEP  U> 
THE  WRITTEN  DOCUMENT/>- 
-  COULDN'T  TRACK  -  AND  WE *Ui 

1-1^  ^     BILL  -  ALL  THE  PROCEDlE! 

PERFORMED    BECAUSE  I'lU 
ME  TO  STORE  VERBAL  MEMC,  N' 
HAS  SIMPLIFIED  DOCUMENTATICjTC 
POINT  WHERE  I  CAN  ACTUALLY  S  >■  - 
PATIENTS  IN  A  DAY  -  AND  GET  PAIDl" 


When  you've  got  a  1,366  bed  medical  center  and  a  600  Not  to  mention  a  lot  of  data  to  handle  a  lot  of  peryn' 
bed  hospital  in  Memphis  plus  15  related  hospitals  spread  to  keep  up  to  date  and  a  lot  of  teams  to  coordinate.iai 
throughout  the  region,  you've  got  a  lot  of  responsibility.  Memorial  worked  with  Management  Directions  Inj 

•Mandgemeni  Directions  Int.  60') 'i  Primdcy  Parkway,  Suite  401,  Memphis,  IN  381 19  1901)  761-5429  In  Canada  call  l-800-CO-LOTUS.  &I993  Lotus  Development  Corporatiorx  55  Cambno**' 


HI  PLAN  MEANS 
\40VE  FASTER  TOO. 


Jotes  Business  Partner  to  establish  a  health  care 

ith  the  goal  of  integrating  the  entire  organization 

i  all  scheduling,  management 

,  billing  and  referrals  will  be 

hrough  Notes,  giving  everyone 

tern  -  from  the  rural  physician 
1  '!tal  administrator  to  the  lab 
iai  access  to  the  same  accurate, 
ntj  ormation. 

-  iloesnt  merely  streamline  communication.  It 
^  By  letting  people  in  any  industry  access,  share 


and  manage  information  in  new  and  powerful  ways.  Notes 
opens  up  channels  that  simply  never  existed  before  By 
making  it  easy  to  work  as  a  team.  Notes  helps 
people  do  their  jobs  better  and  more  efficiently 
And  it  saves  money 

Right  now,  many  people  look  to 
Washington  for  the  future  of  health  care  in  this 
country  While  they  re  at  it,  they  should  take 
a  look  at  the  power  of  Lotus  Notes,  For  more  information 
on  Lotus  Notes,  please  call 

1-800-828-7086,  ext.  9349.         Working  Together' 


Lotus. 


i  I  ijtus  Lotus  Notes  and  Working  Together  are  registered  trademarks  ot  Lotus  Development  Ccjri.xiratiun  All  o  'miuiiy  names  are  registered  trademarks  or  trademarks  ol  their  toniiiann 


Prcxluct!.  and  services  provided  by  '.ubsidianes  of  CIGNA  Corporation. 


And  none  of  them  are  small  if  they  happen  to  you.  At  CIGNA,  caring  about  the 
things  that  affect  our  customers  is  our  business.  To  us  that  means  not  merely  using 
skill  and  compassion  when  helping  people  deal  with  disasters,  emergencies 
and  everyday  problems.  But  working  to  prevent  them  in  the  first  place.  In 
healthcare,  we  have  programs  that  identify  high-risk  pregnancies  early,  increasing 
the  chances  for  a  healthy,  full-term  baby.  We  provide  loss  control  programs  that 
identify  hazards  on  the  job  and  help  reduce  serious  accidents.  We  help  people 
avoid  the  nightmare  of  outliving  their  assets.  With  retirement  plans  that  make 
it  easy  for  people  to  save.  And  easy  for  companies  to  help  them.  And  we  have 
hundreds  of  people  whose  only  job  is  to  prevent  nightmares  like  the  one  you 
see  above.  We're  not  saying  we're  perfect.  But,  if  you  ever  have  a  nightmare, 
we  hope  the  people  you  call  are  people  who  are  not  just  committed  Ky/^jj 
to  caring.  But  to  getting  a  little  bit  better  at  it  each  and  every  day.     W  H 

A  Business  of  Caring. 

Property  &  Casualty    Group  Insurance     Retirement  &  Investment       Reinsurance       Reinsurance      Individual     International  International 
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Chances  are.  you  work  in  a  typically 
vertical  company,  one  where  staffers 
look  up  to  bosses  instead  of  out  to 
customers.  Get  set  for  a  change.  In  a 
quest  for  greater  productivity,  many 
companies — among  them  such 
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TALK  SHOW 


Cutitomers  are  not  the  enemy.  They  are  only  a  nece. 
sary  evil. 

—Harvey  Pitt,  securities  lawyer,  joking  before  the  Securities  Indus 
Assn.  on  the  need  for  early  resolution  of  broker-customer  disputes 
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SANFORD  C.  BERNSTEIN 


LISTS  AND  RATINGS 

THE  TOP  ANALYSTS:  WHO'S  COUNTING  HERE? 


Wall  Street's  annual  beau- 
ty pageant  now  has 
competition  and  the  venom  is 
flowing.  There  has  long  been 
discreet  jockeying  to  land  on 
In.'^titulional  Investor  magiizine's 
annual  All-Star  Research  Team 
list,  which  is  liased  on  a  poll  of 
money  managers  and  affects 
bonuses  and  jol)  offers.  But 
this  fall,  the  ritual  got  a  shiike- 
up  with  the  appearance  of  The 
Wall  Street  Jouniars  analyst 
rating,  a  number-crunching  ex- 
ercise that  focuses  only  on  the 
accuracy  of  stock-picking  and 
earnings  estimates.  The  rival 
rosters  agree  on  only  three 
top-r-ankeil  analysts. 

Both  publications,  in  addi- 
ton  to  sniping  at  each  other's 
methodology,  have  suffered 
ban'ages  of  phone  calls,  faxes, 
and  mail  from  overiooked  ana- 
lysts, who  are  doubly  upset 
that  they've  missed  l)oth  lists. 
IPs  Laurie  Meisler  received 
irate  calls  demanding  a  re- 
count. John  Doi-fman,  the  .four- 
nal  staffer  in  charge  of  the 
new  list,  says  three  miffed 
Wall  Street  houses  thi'eatened 
to  cul  off  Zacks  Investment 
Research  (which  crunched  the 
Jounmf s  numliei's)  Irom  access 
to  data.  Says  perennial  //  win- 
ner Joseph  Ellis,  of  Tloklman 
Sachs,  passed  over  i)y  the 
Journal:  The  newspaper's  reg- 
ister misses  such  things  as  an 


analyst's  knowledge  of  an  in- 
dustry. But  those  long-snul  )bed 
Ijy  //  say  its  list  is  a  popularity 
contest,  so  making  the  ll'.s/s 
roster  is  sweet  vindication.  □ 


Another  lesson  from  the 
over-leveraged  1980s: 
How  to  milk  a  dead  cow.  Dar- 
ling-Delaware, a  sweet  name 
for  an  unlovely  business  (it 
boils  down  animal  carcasses 
into  tallow  and  chicken  feed), 
is  struggling  un- 
der a  ton  of 
debt  after  a  1986 
takeover  by  Fort 
Worth  financier 
Richard  Rainwa- 
ter and  other 
high  rollers.  To 
settle  a  credi- 
tors' lawsuit,  the 
money-losing  company  is  be- 
ing handed  over  to  its  long- 
suffering  bondht)lders  to 
own— and  the  takeover  crowd 
comes  out  way  ahead. 

The  artistes  put  up  $12  mil- 
lion in  cash  for  the  Irving 


(Tex.)   rendering  comi:i 
then  took  a  $180  million 
dividend  in  1989,  and  no 
capitalized  its  debt  by  si 
$175  million  in  bonds.  Dai 
Delaware  then,  in  M; 
1990,  could  only  make 
interest  payment.  Bond 
ers,  claiming  they  wer< 
overly  rosy  financial  foi'c 
(which  the  takeover  in\'c 
deny),  agreed  on  Nov.  : 
accept  V' 
ownership  ; 
$9  million  st. 
ment.  Raij; 
ter,  who  Ir 
6%  stake  ai 
m  a  n  age 
role,  blan, 
poor  fortuiK 
sudden  dec 
in  tallow  and  feed  price 
says  he  put  up  $720,01 
buy  in  and  $450,000  to  ^ 
the  suit,  snagging  $10  iii 
from  the  dividend.  Says 
water:  "There  are  no  viiii 
here." 


WHEELER-DEALERS 

NORTHWEST  TO 
INVESTORS:  FLY  ME 


orthwe.st  Airlines  is  set 
to  go  public  to  the  tune 
of  $1  billion.  Sometime  around 
the  New  Year,  sources  close 
to  the  St.  Paul  (Minn.)-based 
airline  say.  Northwest  will  of- 
fer $500  million  in  common 
stock,  with  perhaps  an  addi- 
tional $500  million  via  a  pre- 


THE  FLYBOYS:  117/xo//  iiiiil  ( 'hrcclii 


fei'red  offering  aroimd  Feb. 
15.  The  nation's  No.  4  carrier 
also  hopes  to  net  $370  million 
through  financing  its  receiv- 


ables. Northwest  woi  n 
comment. 

Co-chairmen  Al  Chcl 
and  Gary  Wilson  wili^ 
the  cash  to  start  ver 
ing  Northwest's  om 
debt  of  $1.5  billion 
of  it  incuiTed  in  thel 
leveraged  buyout.  Tii 
also  spend  to  satisfyp 
eral  noise  regulations  !! 
soinid-baffle  Northwest's  p 
fleet,  at  a  cost  of  aboijs 
million  per  jet.     Kevin  fk 


'X 


A  I.  I  r  Y    C  !l 


PRESIDENT  CLINTON  SAYS  his  Admin 

istrafion  deserves  credit  for  the  recent  good 
economic  news— faster  growth,  foil 
ing  unemployment,  surging  produc- 
tivity and  investment,  low  interest 
rates,  and  negligible  inflation,  "We 


IN  REALITY,  a  cho  nge  m  fed- 
eral policy  had  very  little  to  do  with 
the  favorable  economic  climate  now 
unfolding.  Clinton's  deficit-reduction 
package  helped  drive  down  long-term  interest 
rates  that  already  were  headed  lower.  But  the 
seeds  of  today's  expansion  were  being  sown 


ore  reversing  economic  policies  that  wer^' 
place  for  12  years,"  Clinton  said  on  Dec.  3 
ter  the  jobless  rate  for  November  fell  to  6 
the  steepest  monthly  drop  in  10  years.  V 
have  a  long  way  to  go,  butp' 
are  moving  in  the  right  directic 


while  Clinton  was  still  govern 
Arkansas:  Companies  made  tf 
selves  more  productive,  slack 
mand  kept  inflation  low,  and  f 
nesses  shed  debts.  All  that  set  the  stogepf 


expansion.  The  only  question  was  whe 
would  begin.  Owen  U//m 
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DeskJet  color  printers  start  at  under  $485. 


For  those  of  you  who  have  been 
wait  ing  for  color  printing  to  come 
down  to  your  price  range,  your  time 
has  come.  HP  DeskJet  color  print- 
ers are  starting  at  under  $485;"  So 
now  you  don't  have  any  excuses  left 
for  not  buying  one. 

The  HP  DeskJet  500C  and  550C 
printers  use  HP's  propr  ietar  y  ink,jet 
technology  for  remarkably  clear 
black  &  white  and  color  printing. 

They're  compatible  with  most  major 
software,  and  come  with  HP's  own 
optimized  Windows'"  drivers  for  out- 
standing image  quality.  They  even 
come  with  a  three-year  warranty, 
the  longest  in  the  industry. 


If  price  was  the  only  thing  standing 
between  you  and  a  color  printer, 
Hewlett-Packard  has  cleared  the 
way.  So  come  on  down  to  yoiu' 
nearby  HP  dealer'  and  pick  one  up 
today  Or  call  1-800-5.52-8500,  Ext. 
7856  for  the  name  of  the  HP  dealer 
nearest  you: 


DeskJet  Printers 
Make  it  happen. 


HEWLETT^ 
PACKARD 


MAD  AVE. 


FUNKY,  SURE— 
BUT  DOES  IT  SELL? 


Funny  TV  ads  make  you 
laugh,  all  r'ight.  Think  of 
Joe  Isuzu,  the  Energizer  Bun- 
ny, Wendy's  Clara  ("Where's 
the  beef?")  Peller.  But  do  they 
make  you  buy  any  more  than 
serious  ones?  Nope.  A  new 


SILLY  TIME:  Ilii 


study  debimks  the  huckster 
myth  that  funny  commercials 
last  longer  in  the  minds  of 
consumers  than  other  spots. 
"We've  found  that  all  ads 
wear  out  the  same,"  says 
Mark  Gleason,  executive  vice- 


So  what  do  you  think,  any- 
way? It's  time  for  Up 
Front's  first  annual  readers' 
fax  survey.  We  want  to  know 
your  opinion  on  matters  gi'eat 
and  small.  Other  surveys  ask 
you  to  answer  macro  ques- 
tions, such  as  where  you 
think  interest  rates 
are  headed— and 
that's  great. 
But  our  curios- 
ity is  more  tightly 
focused. 

Fax  us  your  cir- 
cled answers— and 
one  short  written 
one-at  212  512-6322  by  Fri- 
day, Dec.  17.  Please  enclose 
your  name,  address,  and 
phone  number.  Or  if  you 
want  to  do  it  the  old-fash- 
ioned way  (we  won't  tell  on 
you),  cut  this  out  and  mail  to 
us  at:  Up  Front  Fax  Survey, 
c/o  Julie  Tilsner,  business 
WEEK,  1221  Avenue  of  the 
i  Americas,  39th  floor,  New 
York,  N.Y.  10020. 


president  of  Research  Sys- 
tems, an  ad  research  firm  in 
Evansville,  Ind.  "People  might 
enjoy  watching  humorous  ads, 
but  it  has  done  its  stuff  once 
you've  comprehended  the 
message." 

Rib-tickling  advertisers 
shrug  off  the  findings,  saying 
ads  are  only  part  of  the  pro- 
motional mix— there  are  also 
discounts,  packaging,  etc.  And 
anyway,  they  all  think  their 
particular  ads  benefit  from 
humor.  Take  Miller  Lite,  the 
nation's  No.  2  brew 
behind  Budweiser. 
Its  latest  campaign 
features  some  fic- 
tive  odd  couplings 
of  wacky  sports, 
such  as  the  sumo 
wrestler  high-dive 
competition.  When 
the  massive  diver 
hits  the  water, 
he  drenches  the 
judges  and  craters 
the  pool  floor.  Oth- 
er Miller  Lite  ads: 


full-contact  golf  (linemen  sack 
the  duffer)  and  luge  bowling 
(luge  sledders  are  pursued  by 
bowling  balls).  Says  Miller 
sjiokesman  Eric  Straus:  "Beer 
drinkers  identify  Miller  Lite 
with  fun."  □ 


FAX 


SURVEY 


1.  which  of  these  businessmen 
would  you  most  like  to  work  for: 

□  Bill  Gates  of  Microsoft 

□  Lou  Gerstner  of  IBM 

□  Jack  Smith  of  General  Motors 

□  Sandy  Weill  of  Primerica 

□  Jack  Welch  of  General  Electric 

2.  Are  you  comfortable  using  a 
computer: 
Yes  □  No  □ 

3.  Will  most  laid-off, 
middle-aged  manag- 
ers    ever  work 
I    again  at  compar- 
able or  better  jobs: 
Yes  □  No  □ 

4.  If  you  could  fix  one 
thing  about  air  travel,  it 
would  be: 

□  The  food 

□  Knee  space 

□  Baggage  hassles 

5.  Fill  in  the  blank:  If  you 
could  pass  one  law,  what 
would  it  be? 


DRAWN  AND  QUARTiRED 


SCROOGED 


GEE,  BOSS,  THANKS 
FOR  THE  DOUGHNUTS 


What  do  you  want  for 
Christmas?  Cold,  hard 
cash?  While  money-grubbing 
may  not  be  in  keeping  with 
the  holiday  spirit,  extra  dough 
is  what  employees  want  most 
fi'om  their  bosses  this  time  of 
year.  An  American  Ex- 
press study  finds  that  "C" 
58%  of  700  employed 
adults  surveyed  nation- 
wide want  cash  or  at 
least  a  gift  certificate 
as  a  Yuletide  re- 


ward. And  22%  prefer  < 
vacation  time  for  a  jol) 
done. 

Some  gifts  were  as 
come  as  a  lump  of 
AmEx  asked  folks  to  i 
the  worst  gifts  they  evci 
Among  the  losers:  tini' 
without  pay,  a  pack  of  < 
ettes,  a  lunch  box  and 
mos,  doughnuts,  pen-ani  , 
cil  sets,  coffee  mugs.  An 

yes,  fruitcake.  And 
>   yearend  cash  is  <l(> 
the  most,  it  should 
decent  sum.  Onv 
devil  reported  h< 
received  a  mum 
$2.50  bonus. 


THE  BIG  PICTURE 

ON  THE  FIRST 
DAY  OF 
CHRISTMAS, 


YOUR  1U 
LOVE  GV 
TO  THE.. 


FOOTNOTES 

Information  Superhighway  i-evenue  to  date:  $0.  Number  of  articles  since  1992  on  potential  Superhighway  profits:  38,' 
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live  her  youf  closest  shave.  Ihe  oew  Nofelco. 


With  the  new  Noielco 
shaving  ytoove  to  help  move 
yoof  beaiil  closet,  ooi  "lift 
and  CutrM  system  can  shave 
substantially  closer 


Still,  the  most  exciting 
thing  ahout  out  new  Notelco 
isn't  what  happens  while  you 
shave,  hut  alter 


The  New  O^ore/coiazofs  Juf  Closest  Shave.  Ever 
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HOW  MUCH  OF  ASIA'S  WEALTH 
COMES  OUT  OF  AMERICA'S  HIDE? 

Your  article  on  "Asia's  Wealth"  (Spe- 
cial Report,  Nov.  29)  does  a  superb 
job  of  reflecting  the  vast  growth  of 
wealth  in  Asia  but  avoids  discussing  the 
U.  S.  contribution  to  that  wealth. 

I  recently  visited  Hong  Kong,  Indone- 
sia, Malaysia,  Singapore,  and  Thailand, 
and  I  was  flabbergasted  at  the  pace  and 
intensity  of  office  construction  in  every 
city  I  visited. 

Is  all  this  construction  and  visible 
wealth  at  our  expense?  American  compa- 
nies are  in  Malaysia  manufacturing  mi- 
crochips utilizing  labor  at  subsweatshop 
wages.  This  new  wealth  is  substantially 
based  on  the  sweat  and  toil  of  underage, 
underprotected  workers.  Hundreds  of 
thousands  of  jobs  formerly  in  stateside 
factories  are  now  in  Golden  Asia. 

We  in  America,  having  lost  our  chip 
business  to  Asia,  as  well  as  shoes,  elec- 
tronics, textiles,  and  a  big  chunk  of  our 
auto  industry,  should  wonder  whether 
our  open  borders  allow  all  this  Asian 
wealth  to  be  created  at  our  expense. 

Elliott  H.  Press 
Rochester,  N.Y. 

UHITED'S  UNION  WORKERS 

COULD  USE  MORE  UNITY  

In  regard  to  "Rumble  on  the  runway" 
(Top  of  the  News,  Nov.  29),  it  has 
been  said  that  the  union  member  does 
not  use  his  head  until  his  stomach  is 
empty,  and  the  union  employees  at  Unit- 
ed Airlines  Inc.  are  no  exception.  For 
the  past  six  years,  my  union,  the  ma- 
chinists, has  used  most  of  its  energy 
trying  to  get  rid  of  [Chief  Executive] 
Stephen  Wolf. 

During  the  same  period.  Wolf  and  his 
team  have  performed  one  miracle  after 
another  to  build  a  magnificent  airline 
reaching  most  corners  of  the  globe. 
Along  the  way,  they  created  thousands 
of  good-paying  union  jobs,  in  and  out  of 
United  Airlines.  One-third  of  the  me- 
chanics at  United  were  hired  since  Wolf 
took  the  reins,  and  I  am  sure  it  is  the 
same  with  all  the  other  classifications. 

Ear-lier  this  year.  Wolf  asked  for  con- 
cessions to  protect  many  of  these  same 


jobs  he  had  created.  There  was  a 
sounding  "no"  from  unions  and  we 
5,200  members.  We  were  not  willin 
share  some  of  the  pain  to  protect  5 
jobs.  Unfortunately,  the  union  men 
does  not  use  his  head  until  his  ston 
is  empty. 

John  "Scotty"  Tho 
San  Fran( 

BECKER'S  ANTICRIME  STANCE 
HASN'T  A  LEG  TO  STAND  ON 

■ realize  that  it  is  probably  an  anoi 
for  you  to  receive  a  "letter  to  th' 
itor"  fi'om  a  convict,  especially  from 
who  audaciously  criticizes  a  distingui 
professor  and  Nobel  laureate.  Just 
sider  this,  then,  one  of  those  "you'll 
er  guess  what  happened  today,  ho 
stories. 

Gary  Becker's  views  in  "How  to 
le  crime?  Take  a  tough,  head-on  st£ 
(Economic  Viewpoint,  Nov.  29)  is 
hash  of  the  same  rhetoric  and  spe( 
reasoning  the  country  has  endure( 
the  past  two  decades.  More  police, 
prisons,  and  more  prisoners  were 
posed  to  be  the  promised  path  to 
streets  and  a  safer  society.  Instead; 
streets  are  about  as  safe  as  they 
were  but  are  now  filled  with  pot 
and  ill-educated  children. 

Ti"ue,  crime  rates  climbed  in  th' 
1960s  and  through  the  1970s  and  di 
in  the  1980s  only  to  creep  upward 
Concomitantly,  our  prison  populatior 
bled.  What  is  not  mentioned  in  th' 
umn  (and  is  more  telling)  are  th 
hort  waves  of  baby  boomers 
"miniboomer-s"  who  swept  througl 
society  during  those  years,  corresj 
ing  to  the  rise  in  crime  during 
peak  antisocial  years,  14  to  24. 

Second,  the  claim  that  politicians 
been  hesitant  to  call  for  "greater  pi 
ment"  and  are  more  likely  to  opt  fi 
habilitation  is  simply  silly.  Over 
quarters  of  the  states  have  ad 
more  stringent  criminal  codes  and 
dures,  and  state  correctional  spe; 
is  the  fastest-gi'owing  budget  item 
tailing  investments  in  education, 
care,  and  infrastructure. 

No,  what  Becker  is  calling  for 
ready  been  tried.  All  it  produced 
deteriorated  roads  and  failing 
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The  First  Prolinea 

V.  -  ■ 

Managed  To 
Add  Features  And 
Subtract  Costs. 


Now  It  Mui 


Iast  year,  when  we  introduced  the  Compaq 
ProLinea,  we  turned  the  entire  industry  upside 
down  by  setting  a  new  standard  for  affordable 
computers.  So  naturally,  after  selling  hundreds  of 
thousands,  we  decided  to  build  two  more. 


Introducing  the  complete  ProLinea  family,  ^^ 
model  for  everyone  in  your  business,  from  a  tradi 
al  desktop  to  a  new  all-in-one  unit,  mini-tower  r 
a  complete  range  of  multimedia  PCs. 

The  new  ProLinea  Netl  features  a  sleek  des  n 


©199  *  L  umpatj  Computer  Corporation,  All  Rights  Reserved.  Compaq  Registered  U.S.  Patent  and  Trademark  Office,  ProLinea  is  a  registered  trademark  of  Compaq  Computer  Corporation  Product  names  menln 
may  he  tr  .demarks  and/or  registered  trademarks  of  their  respective  companies.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  the  Intel  Corporation.  *Estimated  selling  price;  actual  pricing  may  vai 


v,ith  an  integrated  monitor.  But  de- 
5!^^^     spite  the  extremely  small  footprint, 

it's  anything  but  meek, 
starters,  there's  an  integrated  network  inter- 
r  either  Ethernet  or  Token  Ring  environments. 


And  it  comes  with  a  486SX/25 
processor  and  includes  an  extra- 
sharp  14"  SVGA  display. 

The  new  ProLinea  MT,  on 
the  other  hand,  features  a  mini- 
tower design  with  hve  slots  and 
five  bays.  It  includes  Local  Bus 
Graphics  and  is  available  in  three 
processors,  from  486SX/33  to 
486DX2/66,  and  all  are  upgrade- 
able  to  Pentium  technology. 

While  each  ProLinea  is 
unique,  they  all  share  features 
in  common.  Every  ProLinea  is 
already  loaded  with  MS-DOS  6 
and  MS  Windows.  And  each 
also  includes  TabWorks,  a  new 
software  interface  available  on- 
ly from  Compaq  that  makes 
using  Window  s  even  easier. 
(And  you  more  productive.) 

Of  course,  no  matter  how 
many  different  models  wc  make, 
each  one  has  to  be  aggressively 
priced  to  continue  the  ProLinea 
tradition.  That's  why  the  ProLinea  Netl  starts  at 
just  S  1,099,  the  mini-tower  at  ^,449,  and  multi- 
media models  at  just  ^1,549.*  All  of  which  is  good 
math  no  matter  how  you  calculate  it.  For  complete 


details,  just  call  1-800-345-1518. 


COMPAQ 


The  Burning  Must  Stop. 
NOW! 


Xhf  world's  rain  forests  arc  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path. 

Rain  forests  occupy  just 
2"o  of  the  earth's  sur- 
face, ^et,  these  rain 
forests  are  home  to  half 
( )f  the  planet  s  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  da\'. 

You  can  help  stop  ' 
this  senseless  destruction.  Right  now 
you  can  join  Tlie  National  Arbor  Day 
Foundation  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

VC^hen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  rain  tbrest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  You'd  better  call  now. 


f*plX  ilie  National 

.  .\rbor  Day  Foundation 

Ca:!  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


CORREaiONS  &  ClARIHCATIOMS 

"The  'glass  ceiling':  A  barrier  to  the 
boardroom,  too"  (Top  of  the  News, 
Nov.  22)  said  a  survey  by  Catalyst 
listed  Walt  Disney,  Black  &  Decker, 
and  Federated  Department  Stores  as 
not  having  women  on  their  boards. 
Since  that  survey  was  completed  last 
spring,  all  three  have  named  women  as 
directors:  Barbara  Bowles  at  Black  & 
Decker,  Marna  C.  Whittington  at  Fed- 
erated, and  Reveta  Bowers  at  Walt 
Disney.  Bowers  replaced  Sharon  Dis- 
ney Lund,  who  died  on  Feb.  16. 


while  delivering  a  new  colossus  to  de- 
vour the  public  purse:  the  criminal  jus- 
tice-industrial complex  to  frighten  us 
hordes  of  criminals.  With  America  the 
world.'s  leading  per-capita  incarcerator 
by  a  2-to-l  margin  over  our-  nearest  com- 
petitor, South  Africa,  we  need  strate- 
gies other  than  the  failure  of  "lock  'em 
up  and  throw  away  the  key." 

Jon  Marc  Taylor 
Fulton,  Mo. 

Editor's  note:  The  writer,  who  is  serving 
a  15-year  sentence  for  rape,  sodomy,  and 
robber-y,  is  the  student  winner  of  a  1993 
Robert  F.  Kennedy  Journalism  A  ward. 

TAKE  THOSE  FREE-TRADE  IDEAS 
—AND  USE  THEIW  AT  HOME  

ow  that  the  Clinton  Administration 
has  won  a  victory  for  NAFfA  and 
competition  in  international  markets,  it's 
time  to  do  the  same  for  domestic  mar- 
kets ("Sweet  victory,"  Top  of  the  News, 
Nov.  29).  It  won't  be  easy  to  give  up  the 
price  controls  and  other  antimarket  ele- 
ments in  the  proposed  health-care-re- 
form package,  but  let's  hope  these  new 
converts  to  free-market  economics  have 
the  strength  to  admit  their  mistake. 

Tony  Lima 
Hayward,  Calif. 

WHAT  THE  HEW  JOBLESS  RATE 
DOESm  SAY  ABOUT  WAGES  

The  claim  that  the  unemployment  rate 
is  now  half  a  percentage  point  above 
some  theoretical  rate  at  which  wage 
pressures  might  accelerate  is  a  misinter- 
pretation of  the  results  of  the  new  Cur- 
rent Population  Survey  ("Not  only  a 
merry  Christmas,  but  a  happy  new 
year,"  Business  Outlook,  Nov.  29). 

The  redesigned  survey  is  a  complete- 
ly new  instrument,  but  the  underlying 
concept  of  what  it  means  to  be  unem- 
ployed has  not  changed.  Our  test  of  the 
new  questionnaire  and  data-collection 
technology  showed  that  in  the  12  months 


ended  in  August,  the  survey  yieldc 
jobless  rate  0.49  percentage  point  h.\ 
than  that  based  on  the  old  version 

Contrary  to  your  article's  sugget:( 
however,  this  does  not  mean  tha  • 
are  any  further  from  the  unemploy< 
rate  at  which  wage  pressures  migh. 
celerate  than  we  were  before.  An\ 
pirical  relationship  between  the  ra 
wage  growth  and  the  level  of  unem 
ment  that  may  have  existed  in  the 
cannot  be  expected  to  carry  over  t 
new  unemployment  measure. 

Thomas  J.  1^1 
Associate  Commiss 
Employment  &  Unemplov 
Stai 
Labor  1 
Washii 

DO  TAX  PREPARERS  IGHORE 
THE  ELEaiON-FUHD  CHECKOFF? 

■ was  interested  to  note  the  f; 
checkoffs  to  the  Presidential  Eh 
Campaign  Fund  highlighted  in  youi 
cle  "Filling  the  war  chest  for  cam 
'96"  (Up  Front,  Nov.  29).  While 
knowledge  that  "general  disgnst"  i 
be  part  of  the  cause,  I  believe  an 
factor  may  be  involved. 

For  the  last  few  years,  I  have 
several  tax  preparers,  includin.n 
Block,  and  they  have  never  once  ; 
whether  I  would  like  to  contribii 
the  election  fund  or  the  various  U 
funds.  Rather,  they  have  complete  t 
1040  and  run  off  the  necessary  < 
without  providing  for  contribution.^ 
ing  me  to  hand  write  my  yes  oi 
forms  and  copies.  I  believe  that  th  i 
ing  level  of  noncontributors  is,  in  a 
attributable  to  tax  preparers. 

James  R.  BtI 
Stillwater,  ii 

Editor's  note:  H&R  Block  says  it  trmi 
preparers  to  ask  clients  whetherth 
ivant  to  earmark  money  for  the  fun 

AH  ILLUMINATIHG  LOOK 
AT  BIACK  BUSIHESSPEOPLE 

Your  article  "Inside  the  black 
ness  network"  (People,  Nov.  21 
a  pleasant  smprise.  It's  nice  to  set 
can  Americans  presented  in  the  w( 
business  as  major  players  on  the  u 
of  a  business  publication  not  own  J 
operated  by  African  Americans.  I|W 
worthy  of  a  cover  story. 

Ed  Gctlii 
New  RochelleN- 


Letters  to  the  Editor  shoi>d  be  sent  to  Reader<|epi 
Business  Week,  1221  Avenue  of  the  Americc.  Ni 
York,  N.  Y  10020.  Fax  (212]  512-4721.  AleH^ 
must  include  on  address  and  daytime  and  ever! ' 
phone  numbers.  We  reserve  the  right  to  edit  l« 
clarity  and  space. 
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EFFBBKY 
EXPm. 


If  you're  looking  for  a  way  to  increase  your  business 
efficiency,  you  need  to  take  a  look  at  the  easy-to-use  Norstar 
telephone  system.  Norstar  helps  you  function  more 
efficiently  by  taking  the  time-consuming  annoyances  out  of 
business  communication.  •  The  unique  LCD  Window, 
standard  on  every  phone,  guides  you  through  the  operation  of 
every  Norstar  convenience  feature  so  there's  never  any 
confusion.  And  those  features  are  designed  to  make  your 
business  communication  easier  than  before.  Take  advantage 
of  conferencing,  handsfree,  speed  dial  -  even  ring  again  and 
internal  messaging  features  that,  used  together,  reduce  the 
frustration  of  telephone  tag.  •  If  you're  trying  to  increase 


Call  i-SOO-NORSTAR,  Ext.  100 


® 


Offer  valid  in  select  areas  of  continental  United  Slates  only. 


nofslar 


TIE/communications,  Inc. 


Meridian  and  Norstar  are  trademarks  of  Northern  Telecom 


14A-PAC 


The  Citizen  Aqualand  Series  is  available  at  these  authorized  locations. 


Al  l.  LOCATIONS 

BEST  OF  TIMES 

BEST  PRODUCTS 

BULLOCK'S 

DANIEL'S  JEWELERS 

TON  ROBERTO  JEWELERS 

EMPORIUM 

FRED  MEYER  JEWELERS 
GORDON'S  JEWELERS 
GOTTSCHALKS 
LAMONT'S 
LIBERTY  HOUSE 
MEIER  &  FRANK 
ROBINSONS  MAY 
THE  BON  MARCHE 

SELECTED  LOCATIONS 
A.  HIRSH  i&  SON  JEWELERS 
BARRY'S  JEWELERS  ' 
HARRY  RITCHIE  JEWELERS 
HATFIELD  JEWELERS 
HUDSON  GOODMAN  JLRS 
JC  PENNEY 
KAY  JEWELERS 
MACY'S 

MERKSAMER  JEWELERS 
MILENS  JEWELERS 
MORGAN  JEWELERS 
SAMUELS  JEWELERS 
SEARS 

SERVICE  MERCHANDISE 
THE  BROADWAY 
THE  RINGMAK'ER 
WEISFIELD  JEWELERS 
WHOLE  EARTH  ACCESS 
ZALES  JEWELERS 

ALASKA 

ANCHORAGE 
Limage 

5901  Old  Seward  Hwy 
907-561-2145 

CALIFORNIA 

ARTESIA 
Shehrazad's  Palace 

18500  'A' S  Pioneer  Blvd 
M0-865-42W 

Universal  Electronics 

18431  S  Pioneer  Blvd 
510-865-M37 

BALDWIN  PARK 
Don  Luis  Jewelers 

4158  N  M.un  Ave 
818-M7-8807 

BURBANK 
Gateway  Watches 
Media  City  I  tr 
818-559-9557 

CARSCIN 

Michaels  Jewelry  Co 

Carson  Mall 
310-524-8300 

CHULA  VISTA 
Guadalajara  Jewelers 

537  Broadway 
619.425-0880 


cm' OF  INDUSTRY 
Puente  Hills  Jlry  Exchange 
125Puente  Hills  Mall 
818-964-8996 

CULVER  CITY 
Michael's  Jewelers 
241  Fox  Hills  Mall 
310-915.0036 

DELANO 
Jane's  Jewelers 

1031  Main  St 
805-725-2460 

La  Bamba 

1103  Main  St 
805-725-1627 

DOWNEY 

World  Time  Center 

185  Stonewood  Mall 
310-904-1127 

FRESNO 

Guadalajara  Jewelers 
1 105  Fulton  Mall 
209-268-8008 

Mara's  Jewelers 

4954  F  k'lnys  Canyon 
209-251.6093 

HAWTHtlRNE 
Michaels  Jewelry  Co 
Hawthorne  Pla:a  Mall 
310-675-1116 

HERMOSA  BEACH 
Watch  &  Jewelry  Center 

1200  Pacific  Coast  Hwy 
310-318-1998 

HUNTINGTON  BEACH 
Time  Center 

9941  Adams  Ave 
714-962-6220 

INDIO 

Guadalajara  Jewelers 
Indio  Mall 
619-347-3621 

IRVINE 

Irvine  Jewelry  Mart 

3881  Alton  Pkwy 
714-222-0222 

LACiUNA  HILLS 
Raffi's  Jewelry 

2  35  37  Calle  de  la  Louisa 
714-457-H44 

LAKE  FOREST 
Watch  Tech 

23647  El  Toro  Rd 
714-859  4411 

LAKEWdoD 
Lakewood  Jewelry  Mart 
49  36  (irayv.ood  Ave 
310-531-627« 


LAWNDALE 
Watch  Tech 
4501  Artesia  Blvd 
310-371-1850 

LONG  BEACH 
Douglas  Employee  Store 

1775  Ximeno  Ave 
510-986-5101 

Solid  Gold  Jewelry 
477  LonK  Beach  Mall 
310-435-0894 

LOS  ANGELES 
Central  Furniture 

1810  S  Broadway 
213-748-9901 

Deardon's 

700  S  Main  St 
213-562-9600 

Guadalajara  Jewelers 
5470  Whittier  Blvd 
21  3-264-1348 

Hudsons  Jewelers 

717  S  Broadway 
2  1  5-627-7823 

International  Gold  Time 

412  W  7th  St 
21  3-683-4858 

Leroy's  Siltons  Jewelers 

70 1  S  Broadway 
215-624-1821 

Leslie  Gold 
607  S  Hill  St 
21  5-626-5255 

Michaels  Jewelry  Co 
5650  Martin  Luther  King  Jr 
215-295-0917 

Orogem  Corp 
607  S  Hill  St 
2I3-629.S245 

Tell  Time 

1  1073  Olympic  Blvd 

310-473-9522 

Time  Selection 

712  S  Olive  St 
213-689-9081 

LOS  C3ATOS 
Yellow  Brick  Road 

1 7  N  Santa  Cru2  Ave 
408-395-9225 

MONTC-LAIR 

Time  Center 

2153  Montclair  Plaza  Mall 

909-621-1552 

NATIONAL  CITY 
Bailey,  Banks  &  Biddle 
Plaza  Bonita 
619-267-2920 


NEWARK. 
Alexa  Jewelers 

2207  New  Park  Mall 
510-794-9500 

ORANGE 

Orange  Hills  Jewelry  Center 

4638  E  Chapman 
714-633-4433 

OXNARD 

Guadalajara  Jewelers 

2655  Saviers  Rd 
805-487-6388. 

Joyeria  Cinco  De  Mayo 

120  W  Channel  Island  Blvd 
805-483-0019 

PASADENA 
Accutime  Jewelers 

149  The  Plaza  Pasadena 
818-449-7710 

REDDING 
Don's  Jewelers 

Mount  Shasta  Mall 
916-222-4992 

REDLANDS 
Gallagher  Jewelers 
153  Redlands  Mall 
714-798-5446 

SAN  FRANCISCO 
K.T.D.  Jewelers 
101  Utah  St 
415-552-8638 

Time  After  Time 

2800  Leavenworth  St 
415-474-4175 

SAN  JOSE 
Accutime 

1698  K  Hostetter  Rd 
408-441-1936 

George's  Jewelers 
35  S  First  St 
408-947-0118 

Pla:a  Jewelers 
160  S Jackson  St 
408-258-0783 

Plaza  Jewelers 

91  S  First  St 
408-292-3202 

SAN  MATEO 
Primetime  Inc. 

1949  Vista  Del  Mar 
415-574-4730 

SANTA  ANA 
Guadalajara  Jewelers 

200  E  4th  St 
714-547-6545 

SANTA  BARBARA 
Family  Jewels 

706  State  St 
805-965-6554 


TORRANCE 
Del-Time 

12-3  Del  Amo  Fashion  Ctr 
310-370-8463 

Delamo  Jewelry  Mart 

3520  Carson 
310-214-3000 

WESTMINSTER 
Tick  Tock 
9200  Bolsa  Ave 
714-892-1625 

WOODLAND  HILLS 
Time  Keeper 
22401  Ventura  Blvd 
818-225-1514 

YUBA  CITY 
Keepsake  Jewelers 
1 165  Colusa  Ave 
916-671-9611 

ELAWAII 

HONOLULU 

Al  Kamm's  at  Shirokiya 

All  Locations 

808-949-4959 

House  of  Adier,  Inc 

All  Locations 
808-949-4196 

KIHEI 

Topaz  Goldsmith  &  Gallery 

Longs  Drug  Kihei  Ctr 
808-874-8887 

OREGON 

ALBANY 
Don's  Jewelers 
Heritage  Mall 
503-967-1217 

EUGENE 
Don's  Jewelers 
Valley  River  Ctr 
503-484-1303 

NORTH  BEND 
Don's  Jewelers 

Pony  Village 
503-756-2233 

WASHINGTON 

KELSO 

Diamond  Showcase 
Three  Rivers  Mall 
206-577-1113 

01.YMP1A 
Mirau's  Jewelry 
269  Capitol  Mall 
206-357-8600 


©citizen: 

how  the  world  tells  time. 


^  citizen:  how  the  world  tells  time. 


|more  people  in  the  world  depend  on  a 
i  made  by  Citizen  than  any  other  timepiece 
th.  Including  Jeff  and  EliseYates,  who  both 
,  Citizen  Aqualand  professional  diving 
^.  Water-resistant  to  a  depth  of  200  meters,  : 
built-in  electronic  depth  sensor,  maximum 
1  memory,  rapid  ascent  warning  signal 
spth  alarm  indicator.  Which  helps  "weekend" 
its  like  Jeff  and  Elise  breathe  a  little  easier. 


FOR  A  faster  WAY, 


TO  THE  FAR  EAST, 


FLY  MALAYSIA. 


AIRLINES. 


ANNOUNCING  OUR  747  non-stop  SERVICES 
TO  TAIPEI  AND  TOKYO. 


With  6  w  e  f  k  1  y  flights  from  Los  Angeles, 
you  now  enjoy  faster  passage  to  the  capitals 
of  Japan  and  Taiwan. 

In  the  comfort  of  the  most  advanced  Boeing 
ever,  you  will  also  experience  the  luxury  of  our 
award-winning  inflight  service.* 

Non-stop  every  Tuesday,  Thursday  and  Sunday 


to  Taipei  on  our  747-400.  And  non-stop  every 
Monday,  Thursday  and  Saturday  to  Tokyo. 

With  over  3000  weekly  services  to  69  Asian 
destinations,  we  are  also  a  familiar  name 
continent-wide. 

Across  5  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 

A  member  of  Continental  Airlines 


14D-PAC 


Effective  31  October  1993.  *IS'92  Inflight  Research  Services  London.  For  reservations  and  information, 
call  Malaysia  Airlines  toll-free:  1-800-421-8641 


MRTUAL  COMMUNITY:  HOMESTEADING  ON  THE  ELECTRONIC  FRONTIER 

)word  Rheingold 

jon  Wesley  •  325pp  •  $22.50 

THE  INFO  SUPERHIGHWAY 
EADED  THE  WRONG  WAY? 


Inhere,   oh   where   will  the 

^«  Information  Superhighway 

W  take  us?  The  media  and  tele- 
lunications  giants  racing  to  build 
ifotainment  pipeline  evoke  a  world 
;isfied  consumers  reveling  in  videos 
9mand,  interactive  shopping,  and 
malized  advertising.  In  The  Virtual 
nunity:  Homes teading  on  the  Elec- 
:  Frontier,  Howard  Rheingold  of- 
a  starkly  different  vision.  People 
t  really  longing  for  a  great  stream 
eractive  entertainment  and  informa- 
he  says.  What  they  want  is  a 
:e  to  form  relationships  with  their 
ing  neighbors  in  the  global  village, 
is  leads  to  a  new  metaphor  for  how 
iced  communications  technology 
d  work.  Instead  of  a  superhighway 
ng  through  your  town  with  an  on- 
leading  from  your  living  room,  en- 
1  a  web  of  spirited  conversations 
you  can  join  by  tapping  on  your 
uter  keyboard  and  powering  up 
modem.  Rheingold's  "virtual  com- 
y"  is  a  group  of  people  who  in  all 
lood  haven't  met  face  to  face  but 
enjoy  spending  time  together  in 
space  debating  politics,  doing  busi- 
spilling  their  guts,  or  just  flirting 
laying  games. 

aingold  takes  us  on  a  brisk  tour 
e  Net"— an  amalgam  of  electronic 
in  boards,  on-line  information  ser- 
and  computer  conference  sessions 
cted  via  global  telecommunications 
•rks  that  link  our  phones.  Commu- 
ya  is  now  confined  mainly  to  text, 
he  Net  is  gaining  the  ability  to 
s  voice,  video,  and  other  media, 
i  heart  is  the  Internet,  the  U.  S.- 
fiment-subsidized  system  that  links 
15  million  people  in  100  countries, 
iingold,  a  self -described  '60s-style 
3!  erculture  activist"  who  edits  the 
i'  Vancisco-based  Whole  Earth  Re- 
t  begins  the  tour  from  inside  the 
'  1  community  to  which  he  belongs. 
!  11  as  the  WELL— for  Whole  Earth 
t  onic  Link— the  network  began  in 
IS  an  experiment  to  let  ordinary 
'  determine  how  to  use  new  tools 
oup  communication.  Given  the  au- 
,  it's  no  surprise  that  the  WELL's 
■st  growth  has  come  as  a  forum 
icussing  ihe  Grateful  Dead.  Occa- 
y,  the  Deadheads  and  similar  on- 
terest  groups  get  together  at  pic- 


;  Community 

1  lOVVAUl)  RllhtNCOl  1) 

eople  don't  want 
more  infotainment. 
They  want  to  spend 
time  getting  to 
know  each  other 
in  cyberspace 


nics  or  concerts.  But  the  rest  of  the 
time,  the  Net  is  the  ultimate  social  level- 
er:  On  line,  no  one  can  tell  if  you're 
black  or  white,  old  or  young,  male  or  fe- 
male, sick  or  well. 

Members  can  choose  to  enter  conver- 
sations about  everything  fi'om  antiques 
to  gun  control.  Rheingold  enjoys  dis- 
cussing the  joys  and  problems  of  child- 
rearing.  When  a  tick  latched  onto  his 
daughter's  scalp,  he  typed  a  question 
into  his  PC  and  learned  on  line— from 
one  "Flash  Gordon,  M.  D."— how  to  re- 
move it.  The  tick  was  gone  long  before 
the  child's  doctor  returned  a  call. 

Rheingold  rhapsodizes  about  the  Net 
as  the  start  of  many-to-many  communi- 
cations—as distinct  from  one-to-one  (tele- 
phone) and  few-to-many  (television).  On 
line,  he  writes,  one  can  tap  into  a  giant 
"groupmind."  And  greater  possibilities 


LE  GRAND 

Lifetime  Mechanical  Warranty 

KIM'S  LUGGAGE 
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We  hope  she  never  develops 

arthritis,  heart  disease  or  depression. 
But  if  she  does,  we  need  to  be  ready. 


Our  commitment  to  her  health  speaks  for 
self:  95  of  the  100  drugs  prescribed  most  today  were  discovered  by  companies  like  ours  —  not  by  the 
)vernment.  In  just  the  past  three  years,  Pfizer  has  made  significant  contributions  in  the  areas  of  mental 
ness,  cardiovascular  and  infectious  diseases.  It's  important  that  we  keep  providing  a  flow  of  innovative 
;w  medicines  for  her  sake.  And  for  the  sake  of  those  to  come.  WE  RE   PART  OF  THE  CURE. 


UJ 

1 

1  J, 

1  1 

f 
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BREITLING 

1884 

Instruments  for  Professionals 


CHRONOSPACE 
Multifunction  instrument  watch  equipped  with 
0  circular  i^lide  rule  with  conversion  scale  for 
weights  and  measures,  variable  tachymeter  for 
evaluatmg  times  and  durations,  speeds  and 
distances.  Chronograph  to  Vn'uth  of  a  second, 
alarm,  timer  and  second  timezone  all  set  by  the 
crown.  Sapphire  crystal  giareprooted  front 
and  back.  Water-resistant  to  100  m. 


AUTHORIZED  BRhlTLING  AGENT: 

SHREVE  &  CO. 

CALIFORNIA'S  JEWELERS  SINCE  1852 

SOITH  COAST  PLAZA,  (714)  754.7071 
POST  i  GRAVT,  (415)  421  2600  AND  THROUGHOIT  THE  SAN  FRANCISCO  AREA 
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Learn  \^1iy 
Investors  Just  Like  You 
Diversify  Overseas 


The  answers  may  siuprise  you,  especially  if  you've  always  thouglit 
intematiouiil  investing  was  too  complex  or  speculative  to  be  a 
part  of  your  portfolio.  Now,  Fidelity  Investments  hiis  a  viduable 
new  guide  to  help  you  explore  today  s  overseas  opportunities. 

Call  For  A  Free  Guide  About 
How  International  Investing 
Can  Work  For  You 

In  a  recent  study,  niiuiy  investors  felt  that,  on 
average,  nearly  one-fourth  of  their  invest- 
ments should  be  overseas.  And  tiieir  number 
one  reason  wiis  diversification.' 

Of  course,  there  are 


What  You'll  Find  Inside  Fidelity's 
Free  Common  Sense  Guide: 

^  How  can  I  expand  growth  opportunities 
while  reducing  my  overall  portfolio  risk? 

^  What  impact  do  foreign  currencies  and 
political  and  economic  factors  have  on 
international  investments? 

^  How  can  I  determine  which  type  of 
international  fund  may  be  best  for  me? 


\\  INTERACi 

iNVEStB* 

other  reiLsons  for  look- 
ing overseas,  but  speciiil 
risks  to  consider  its 
well."  Tliat's  why  Fidelity 
lias  developed  a  com- 
preliensive,  easy-to- 
understiind  guide  to 
investment  oppoitunities 
outside  tlie  U.S.,aviul- 
able  to  you  as  a  booklet 
or  interactive  diskette.' 

Call  for  your  free  booklet  or  interactive 
diskette  to  leam  how  overseiis  investing  can  iielp 
you  meet  your  long-term  goals. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fidelity 


inuesimenis' 

Common  sense.  Uncommon  results. 


'Qiiantiuitive  research  study  conducted  by  an  independent  research  firm  on  behall  of  Fidelity  hiveslments.  Interviews 
were  conducted  with  404  Fidelity  current  or  prospective  international  investors.  -There  are  greater  risks  associated  with 
inteniation;d  investing  when  compared  to  li.S.  markets.  'Available  for  DOS  or  Macintosh  personal  computers  with  color 
or  gray  scale  tnonitors.  For  more  complete  information,  including  charges  ;u)d  expenses,  on  any  Fidelity  internation:il 
fund,  call  for  a  free  prospectus.  Rt^ad  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
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Cof\ 


•  Vancouver 
•  Seattle 


Minneapolis 


•  Montreal 


•  Toronto 
•  Detroit 

•  Chicago  •  Boston 

•  Denver  •New  York 

•  St.  Louis       •  Philadelphia 

•  San  Francisco  •  Washington,  DC 

•  Los  Angeles  •Atlanta 
•  Dallas 
•  Houston 

•  Miami 


•  London  •^^^i^^dam 

•  Brussels 

•  Pans  •P'^"' 
•  Zurich 

•  Geneva 
•  Milan 

•  Madrid 


Mexico  City 


Panama  City 
•  Bogota 


•  San  Juan 

•  Caracas 


Lagos 


Santiago 


•  Sao  Paulo 


Buenos  Aires 


Nobody  connects 


^l^^^^fo^  1       Unfortunately,  the  business  centers  of  the  world  aren't  centrally  located.  They're  | 


,. \  out  across  200  million  square  miles.  Which  could  be  a  problem  if  yoxxr  livelihood  depei 
J  how  fast  you  can  get  your  documents  from  one  country  to  another. 
Or,  at  least,  it  could  be  if  you  don't  use  UPS  Worldwide  Express!  Because  thanks  to  our  newly  up| 
service,  there's  no  faster  scheduled  document  delivery  around.  So  if  you  need  to  send  a  pouch  of  contraci 


&  1993  United  Rm:d  Service  of  America,  Inc. 
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holm 


rsaw 


<  Moscow 


2pest 


*  Seoul 


•  Tokyo 


'  Cairo      •  Kuwait  City 
•  Bahrain 


•  Taipei 
'  Hong  Kong 

•  Manila 


'  Honolulu 


'  Singapore 


"sburg 


•  Sydney 
'  Melbourne 


>  faster  than  UPS. 


(V  York  to  Brussels,  we'll  do  it  overnight.  London  to  Chicago?  Overnight.  Milan  to  Paris?  Overnight, 
to  Tokyo?  Clear  across  the  earth?  Also  overnight.  All  with  the  added  security  of  24-hour  tracking. 
16  fact  is,  UPS  has  the  kind  of  global  operation  to  get  the  job  done.  So  call  1-800-PICK-UPS 
rest  of  the  details.  Because  when  all  is  said  and  done,  nobody  can  take  your  documents  from 


to  point  B  faster  than  UPS.  Get  the  picture?  The  package  delivery  company  more  companies  count  onr 


■cohomic  Viewpoint 


DAMN  THE  DEFICIT, 
FULL  SPENDING  AHEAD 


BY  PAUL  CRAIG  ROBERTS 


Clinton  killed 
the  Penny-Kasich 
deficit-reduction  bill 
with  fierce  lobbying 
and  overt  threats. 
So  much  for 
"shared  sacrifice" 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


A few  days  before  Thanksgiving,  Presi- 
dent Clinton  succeeded  (by  a  three- 
vote  margin)  in  kilhng  the  bipartisan 
deficit-reduction  spending  cuts  he  promised 
last  summer  in  the  heat  of  his  battle  to  raise 
taxes.  The  effort  to  cut  a  paltry  $90  billion  out 
of  ]3rojected  federal  spending  of  more  than  $8 
ti'illion  over  the  next  five  years,  led  by  Repre- 
sentatives Timothy  J.  Penny  (D-Minn.)  and 
John  R.  Kasich  (R-Ohio),  was  defeated  by 
fierce  White  House  lobbying. 

Representative  Penny,  who  had  delivered 
more  than  a  dozen  pivotal  Democratic  votes 
for  Clinton's  tax  increase  (which  passed  by 
two  votes),  was  so  exasperated  by  the  White 
House's  duplicity  that  he  told  the  press:  "It's 
almost  enough  to  make  me  vomit." 

Only  four  months  ago,  the  Clinton  Adminis- 
tration and  the  Democratic  congi-essional  lead- 
ership assured  the  country  that  nothing  was 
more  important  than  deficit  reduction.  There 
would  be  a  "shared  sacrifice,"  beginning  with 
higher  taxes  on  the  rich  and  moving  on  to 
spending  cuts.  Once  the  tax  increase  was  in 
tlie  bag  and  spending  was  on  the  block,  how- 
ever. President  Clinton  decided  that  deficit 
reduction  was  no  longer  a  good  thing.  In  that 
short  span  of  time,  deficit  reduction  metamor- 
phosed from  essential  to  the  economy's  health 
to  a  threat  to  its  recovery. 

With  a  riot  of  red  ink  and  an  annual  budget 
deficit  more  than  $100  billion  higher  than 
where  Reagan  left  it,  the  Clintonistas  have 
decided  that  we  need  to  spend  more.  The  new 
policy,  in  their  words,  is  "carve  and  spend." 
Laura  D'Andrea  Tyson,  Clinton's  chairwom- 
an of  the  Council  of  Economic  Advisers,  has 
redefined  "budget  savings"  to  mean  intrabud- 
get  transfers  to  fund  new  progi-ams.  No  real 
"car'ving"  occurs. 

DOUBLE  STANDARD.  Under  this  approach,  the 
prospect  for  deficit  reduction  is  nil.  The  Con- 
gressional Budget  (Jffice's  latest  report  on  the 
budget  outlook  says:  "The  underlying  trend  of 
growing  deficits  has  not  been  reversed."  Yet 
no  alarms  are  being  sounded.  Lest  we  forget, 
Reagan's  deficits,  which  averaged  $167  billion, 
were  blamed  for  deindustrializing  America, 
bringing  on  the  trade  deficit,  making  us  depen- 
dent on  foreigners  to  finance  extravagant  con- 
sumption, depleting  our  savings,  crowding  out 
investment,  threatening  higher  interest  rates 
and  inflation,  and  impoverishing  our  grand- 
children. 

In  conti-ast,  Clinton's  deficits— projected  by 
the  White  House  itself  to  average  $220  bil- 
Hon— are  said  by  Deputy  Budget  Director  Al- 
ice M.  Rivlin  and  other  top  Clinton  aides  to  be 
necessary  to  keep  the  economy  from  stalling. 
Moreover,  the  government  is  actually  contem- 


plating adding  $100  billion  annually  to  tin  . 
icit  with  an  unfunded  national  health  prof*" 
while  simultaneously  complaining  that 
care  is  too  expensive. 

What  are  we  to  make  of  this  deficit  d 
standard?  One  inference  is  that  the  D 
crats  and  Bush  Republicans  really  meant 
of  the  things  they  said  about  the  "Reagai 
icit."  It  was  just  an  excuse  used  by  the  \' 
ington  Estatjlishment  to  excoriate  and  di 
it  a  popular  President  who  favored  pr 
enterprise  over  government  welfare.  Bu 
welfare  locomotive  is  now  back  on  track 
government  is  about  to  gobble  up  one-sij 
the  economy  with  "health  reform."  And  CI 
officials  told  The  Washington  Post  tha 
time  "to  put  the  deficit  fight  behind  us." 
RAZORBACK  PORK.  By  1996,  Clinton  will 
added  $1  trillion  to  the  national  debt,  an 
accumulated  indebtedness  as  a  share  of  ^ 
ica's  gross  domestic  product  will  have 
from  51%  to  54%.  Despite  this,  the  CBO 
casts  low  long-term  interest  rates.  In 
words,  deficits  don't  matter  unless  the; 
President  Reagan's. 

As  Representative  Dave  McCurdy  (D-( 
observed,  "the  wild  charges  and  the  fear- 
gering"  that  were  the  stock  in  trade  for  ti 
tacks  on  the  Reagan  deficit  were  redeploy 
sink  the  Penny-Kasich  attempt  to  cut  the 
er  Clinton  deficit.  Defense  Secretary  Le 
pin  sent  the  Navy  to  Capitol  Hill  to  thn 
members  of  Congi'ess  with  the  loss  of  na\ 
cilities  in  their  districts  if  they  supported 
ny-Kasich.  Even  18  Republicans  joined  tl 
fense  of  big  spending,  with  Approprij 
Committee  heavyweights  Jim  Lightfoo 
Iowa),  Joe  Skeen  (R-N.M.),  and  Hal  R 
(R-Ky.)  sending  letters  threatening  to 
projects  out  of  the  districts  of  members 
voted  for  the  spending-control  measure. 

Watching  the  .sausage  being  made,  E 
sentative  Kasich  said  the  process  was  "a 
solute  outrage."  Republican  campaign  ac 
Ed  Rollins  could  have  learned  something 
walking-around  money  from  watching  C 
and  the  House  leaders  buy  votes  against 
ny-Kasich  with  favors  and  threats.  Bu 
sich  is  a  fighter.  "We're  coming  baclf 
promises.  "We're  coming  square  afte; 
Washington  Establishment." 

Let's  hope  he  brings  bigger  spending 
with  him.  When  all  is  said  and  done,  Pli' 
Kasich  attempted  to  reduce  the  grow) 
new  federal  spending  by  only  $18  bilU 
year.  Even  if  the  attempt  had  succeede( ' 
government  would  still  be  spending  mor* 
year  than  ever  before.  And  we  would  s 
paying  more  taxes  and  piling  higher  deb 
our  grandchildren. 
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The  Optima''' Card  puts  the  r^ht  person 
in  charge  of  your  interest  rate* 


You. 


i  who  better?  You  know  what  you're  doing 
w  :n  it  comes  to  using  a  credit  card. 

That's  why  as  an  Optima  Cardmember  you 
c  currently  get  a  rate  as  low  as  12%  for  pur- 
d  les*  All  you  need  to  do  is  pay  your  American 
E  ress  bills  on  time  and  spend  at  least  $1,000  in 
a  ir  with  the  Optima  Card. 

And  even  if  you  don't  get  our  lowest  rate, 
f  can  have  a  rate  that's  lower  than  most— 
a,  ently  14.25%  for  purchases.* 

Most  credit  card  issuers  give  the  same  high 


interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the 
ability  to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card 
this  holiday  season,  you'll  help  provide  a  meal  for 
someone  who  is  hungry,  through  the  Charge 
Against  Hunger  campaign.** 

Of  course,  the  full  array  of  American  Express 
benefits,  and  personal  service,  are  always  there 
for  you.  More  than  ever,  the  Optima  Card  is  the 
credit  card  that  puts  you  in  control. 


y  foi  an  APR  which  is  currently  12%  for  purchases  (169%  lor  cash  advances),  Cardmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and  Optima 
jijnts  Optima  Cardmembers  in  good  standing  receive  an  APR  lor  purchases  that's  currently  14,25%  (16,90%  lor  cash  advances)  All  other  accounts  receive  an  APR  that's  currently 
ji  purchases  (1890%  tor  cash  advances)  All  rales  are  ad|usled  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall  Street  Journal  The  annual  lee  lor  the  Optima  Card  is 
lor  non-American  Express'  Cardmembers),  For  more  inlormation  or  to  apply  call  1-800-OPTIMA-6  Competitive  data  according  to  RAM  Research's  Bankcard  Update,  August  1993. 
"Ai;  in  Express  wW  guarantee  a  minimum  donation  to  Share  Our  Strength  ol  $1,000,000  and  will  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  between  10/5/93  and 
at  2t  per  Card  purchase.  Donation  is  not  tax  deductible  lor  Cardmembers. 
\merican  Express  Centurion  Bank. 


Cards 


CHARGE 

Hunger 
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My  job  didn't  exist  | 
four  years  ago.  \ 
Today  we're  a  full  i 
service  equities  ; 
house.  Reputation  j 
alone  didn't  get  us 
here.  Delivering 
for  our  clients  did." 


I 


During  the  past  two  years, 
as  lead  or  co-manager 
of  equity  issues,  J.  P.  Morgan 
Securities  Inc.  has  raised 
more  than  $17  billion 
for  clients  in  both  U.S.  and 
international  markets.  How 
have  we  built  our  business? 
With  a  top  team  of  dedi- 
cated equity  professionals. 
High-quality  research. 
Worldwide  distribution.  And 
most  important,  with  an 
unwavering  commitment 
to  results.  , 


JPMorgan 


conomic  Trends 


BY  GENE  KORETZ 


IT'S  EVERYBODY'S 
MONEY  GOING 
UP  IN  SMOKE 


ow  much  do  nonsmokers  shell  out 
t  for  the  health  care  of  smokers?  In 
recent  testimony  before  Congress, 
economist  Jeffrey  Harris  of  Massachu- 
setts Institute  of  Technology,  who  is  also 
a  physician,  provides  some  estimates. 

Cigarettes,  says  Harris,  are  respon- 
sible for  20%  of  deaths  in  the  U.  S.  and 
roughly  8%  of  all  health-care  spending. 
Assuming  universal  coverage  by  1995, 
he  expects  medical  expenditures  that 
year  to  reach  $1.1  trillion  and  smoking- 
i-elated  outlays  to  hit  $88  billion.  Of  that, 
he  says,  only  $;33  billion  will  be  bome  by 
current  and  former  smokers  via  insur- 
ance, taxes,  and  direct  payments.  Non- 
smokers  will  pay  the  other  $55  billion. 

Harris  figures  that  for  every  pack  of 
cigarettes  sold  in  1995,  nonsmokers  will 
pony  up  $2.32  to  help  cover  the  nation's 
smoking-related  medical  bill.  In  short, 
he  says,  "although  it  could  cut  consump- 
tion by  as  much  as  12%  over  time,  the 
Administration's  proposed  75<t-a-pack 
hike  in  federal  excise  taxes,  plus  the 
ciuTent  24<f  federal  tax,  wouldn't  come 
close  to  offsetting  the  costs  imposed  by 
smokers  on  the  63%  of  Americans  who 
never  acquired  the  habit." 


WEAK  OIL  PRICES 
SHOULD  BOLSTER 
U.S.  GROWTH  . . . 


An  apparent  anomaly  is  gladdening 
forecasters'  hearts.  Just  as  the  U.  S. 
eco;:omy  shows  signs  of  accelerating,  oil 
prict^  have  taken  a  dramatic  slide.  At 
last  c  'Unt,  benchmark  crude  prices  had 
slumpt  I  to  $14  to  $15  a  barrel,  a  five- 
year  lo  The  economic  fallout  for  the 
U.  S.  is  k  '.-er  inflation  and  faster  growth 
ahead. 

The  latfc  '  slide  has  convinced  many 
observers  t  >t  oil  prices  are  likely  to 
stay  low  foi  mother  year  or  so,  and 
perhaps  longe  Demand  in  much  of  the 
world  remains  lepressed,  with  scant 
sign  that  majo.  industrial  economies 
overseas  are  clc  to  turning  up.  Oil 
stocks  are  high,  >  !  exports  from  the 
North  Sea  and  Rus  j  are  strong.  Most 
important,  in  the  f.  e  of  weak  prices 
and  a  growing  risk  b.at  Iraq  will  re- 
sume oil  exports,  OPEC  ^eems  unable  lo 
agree  on  new  productio  quotas. 

Economists  at  DRI/M(  Graw-Hill  be- 
lieve crude  prices  over  :he  next  two 


years  will  average  $16  to  $17  a  barrel, 
about  $2.40  less  than  they  were  predict- 
ing just  a  month  ago.  Economist  Irene 
King  of  Morgan  Guaranty  Ti'ust  Co. 
warns,  however,  that  oil  prices  could 
fall  close  to  $12  a  barrel  for  a  while  if 
Iraq  resumes  exports. 

The  impact  of  low  oil  prices  on  the 
U.  S.  economy,  says  economist  Bruce 
Steinberg  of  Merrill  Lynch  &  Co.,  should 
be  evident  in  the  inflation  indexes  over 


OIL  PRICES  KEEP 
SLIDING  DOWN 
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the  next  few  months,  with  the  consumer 
price  index  rising  by  about  four-tenths  of 
a  percentage  point  less  than  it  would 
without  the  price  drop.  This  could  well 
blunt  an  anticipated  seasonal  uptick  in 
inflation  early  next  year. 

Looking  farther  out,  DRi/McGraw-Hill 
predicts  that  annual  inflation  will  be  re- 
duced by  two-tenths  of  a  percentage 
point  in  the  next  two  years  under  its 
latest  oil  price  scenario.  If  prices  stay 
close  to  $15  per  barrel,  it  adds,  growth 
would  pick  up  even  more  steam,  and  in- 
flation would  be  cut  by  an  additional 
one-tenth  of  a  percentage  point. 


...  BUT  THEY  W0N7 
SLOW  A  THIRD  WORLD 
GUSH  OP  COMMODITIES 


The  lesson  from  the  current  disarray 
in  global  oil  markets,  says  economist 
Tony  Riley  of  A.  Gary  Shilling  &  Co.,  is 
that  many  commodity  prices  are  likely 
to  stay  depressed  for  a  long  time.  "The 
economic  axiom  that  falling  prices  lead 
to  curtailed  supply,"  he  says,  "just 
doesn't  work  in  a  world  in  which  major 
commodity  producers  are  debt-laden  de- 
veloping nations  dependent  on  export 
revenues."  In  such  a  situation,  falling 
prices  often  spur  producers  to  boost  out- 
put to  maintain  earnings,  a  strategy  that 
causes  prices  to  fall  still  further. 


In  the  case  of  OPEC,  most  major 
ducers  are  heavily  in  debt,  and 
Saudi  Arabia  has  been  running  a 
rent-account  deficit  over  the  past  de 
With  such  exporters  as  Algeria, 
and  Nigeria  dependent  on  oil  for  at 
90%  of  export  earnings,  it's  no  sur; 
that  many  OPEC  members  consist( 
cheat  on  their  production  quotas. 

Similar  problems  plague  copper 
aluminum.  As  prices  of  these  m 
have  plunged  below  production  c 
producers  in  industrialized  nations 
cut  output  way  back.  But  faced 
the  same  dilemma,  major  exporte 
less  developed  nations— Chile,  It 
Papua  New  Guinea,  and  Zambia  ii 
case  of  copper,  and  the  former  So\  u 
publics  in  the  case  of  aluminum- 
boosted  output  in  a  desperate  eiio^ 
shore  up  export  income  at  any  cos 

The  upshot  is  greater  gluts  and 
weaker  prices.  "As  long  as  this  beh 
persists,"  says  Riley,  "a  modest 
recovery  is  unlikely  to  put  mucl 
ward  pressure  on  commodity  price 


AT  BIG  COMPANIES, 

THE  HEADS 

ARE  STILL  ROLLING 


The  employment  outlook  ma; 
brightening  considerably,  but 
hasn't  affected  the  downsizing  z( 
major  corporations.  Challenger,  Gi 
Christmas  Inc.,  an  outplacement 
that  monitors  announcements  of  ( 
cuts,  reports  that  its  November  ta.' 
67,632  jobs  to  be  axed  brings  the 
to-date  total  to  583,797  cuts,  aboi 
above  the  tally  for  all  of  1991,  wh( 
U.  S.  economy  was  just  emerging  f; 
painful  recession. 

According  to  the  Challenger  n 
General  Motors  Cor-p.  led  the  stafl'-i 
tion  parade  in  November,  with  phii 
job  cuts  of  18,000,  followed  by  sucho! 
panies  as  Philip  Moms,  NCR,  and  Etl 
International.  For  1993  as  a  wholi  t 
industries  announcing  the  larges 
backs  have  been  aerospace,  comp 
and  retailing. 

Meanwhile.  Human  Resource  If 
tive  magazine  reports  in  its  fort  o 
ing  January  issue  that  half  of  th 
tion's  top  50  employers  shed  j< 
1993,  compared  with  36%  who  ex]' 
work  rolls.  Wal-Mart  Stores  Inc. 
the  most  jobs— some  82,000— while 
Roebuck  &  Co.  led  the  job-sheddii 
rade,  with  cuts  of  some  169,000.  D  p 
the  latest  bloodletting,  which  re:  It 
in  a  net  shrinkage  of  147,000  job* 
year,  the  magazine  reports  that  tl 
50  employers  have  nevertheless  ai 
net  460,000  jobs  in  the  past  six  yi 
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Current  aiwlases  of  the  Marketplace  strongl;i  smesl  that 
ectronic  instruMents  will  grali  an  ever  increasing  share  of  the  Market 
r  miiical  instriwents.  To  stast  coHpetitive  in  the  next  decade,  Encore 

pursue  this  growing  business,  Executive  iianagewent  is  coumtted  to 
Hng  a  sizable  investHent  in  research  and  developMent  over  the  next 
G  years  to  Make  this  possible,  To  this  end,  Encore  will  forM  an 
gtronic  InstruMents  division  headed  by  Uice  President  Don  Hall,  The 
stin«  organization  will  be  renaMed  the  Acoustics  division  to  be 
deJ  fcy  liice  President  Greg  Perlot. 

do  Iff  jet  tki<s? 

'iihile  our  entrg  into  the  electronic  instruMent  business  Means  the 
fails  will  need  to  recruit  outside  personnel,  executive  ManageMent  is 
\  interested  in  Moving  a  core  group  of  current  product  Managers  to 


In  1981,  Microsoft  created  the  MS-DOS  operating  system. 
!  first  time,  it  became  possible  for  you  to  work  on  a  personal  computer. 
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THE  LAST 
FEW  YEARS 
HAVE  BEEN 
LEADING  UP  TO 
SOMETHING. 


In  19S0,  Microsoft  Windows  3.0  gave  your 
computer  a  friendly  personality  that  made  it  easier  to  use. 


Now  in  1993,  Microsoft  introduces 
a  whole  new  way  to  work  with  your  computer. 


_i 


INTRODUCING  THE 
NOW  ALL  YOUR  PR0GRAI1 


Want  a  word  processor 
that's  dramatically 
easier  to  use?  Consider 
new  Word  6.0.  It  under- 
stands how  you  work, 
so  it  does  things  like 
fix  typos  instantly.  And 
formats  your  docu- 
ments automatically. 
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May  we  present  the 
world's  first  intelligent 
spreadsheet,  new 
Microsoft  Excel  5.0. 
It  performs  your  rou- 
tine tasks  for  you  so 
you  can  focus  on  your 
data.  To  change  a  chart, 
just  drag  and  drop  the 
new  data  into  place. 


Enc 


MONTH  LY  REPOR" 


Summarif  Long-term  sales  projections  contn 
electronics  side  of  our  business .  To  this  er 
developing  technology  to  interface  Encorea 
with  emerging  digital  telephony  and  cablef 


The  Microsoft  Access 
database  is  the  most 
flexible  and  powerful 
way  to  work  with  infor- 
mation. Want  to  know 
which  clients  placed 
an  order  today?  The 
answer  is  a  point  and 
click  away. 


Electronics 


MCOUStlCS 


Instantly  turn  any  in- 
formation into  effec- 
tive presentations 
using  new  PowerPoint 
4.0.  Helpful  wizards 
guide  you  through  the 
steps  to  get  the 
results  you  want. 


MICROSOFT  OFFICE. 
rORK  TOGETHER  LIKE  ONE. 
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i  >elief  that  Encore's  future  lies  with  the 
I  ;ment  is  particularly  interested  in 
(  nts  and  professional  studio  products 
I  Europe  and  North  America. 
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In  the  history  of  computing,  this 
is  the  next  milestone  -  programs  that 
don't  just  coexist,  but  thrive  together. 

Individually,  they're  the  world's 
most  popular  programs.  Collectively, 
they're  the  new  Microsoft  Office* 

At  the  core  of  the  Microsoft  Office 
is  OfficeLinks.  For  the  first  time,  you 
can  use  tools  from  other  programs 
without  leaving  the  document  you're 


Manager  I  MOM  I  you 
can  switch  between 
programs  in  the  blink 
of  an  eye.  Now  com- 
bining words,  num- 
bers and  graphics  is 
downright  natural. 
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in.  lb  share  information  between  pro- 
grams, simply  drag  and  drop  it. 

And  our  IntelliSense"  technology 
recognizes  what  you  want  to  do  and 
helps  you  do  it.  So  everyday  tasks  are 
automatic  and  complex  tasks  are  easy. 

Visit  your  reseller  today  or  call 
(800)  426-9400,  Department  KX5,  to 
find  one  near  you.  And  discover  a 
whole  new  way  to  work. 


MciDsoiOffice 


'Microsoft  LxccI,  W'orJ,  ihc  PowerPoint  presentation  graphies  ptogr.im  and 
Microsoft  Access  ate  all  part  of  the  Mictosoft  Office  family  of  progtams 
Microsoft  Office  Professional,  shown  here,  includes  these  pronrams,  plus  a 
workstation  license  fot  Mictosoft  Mail  (servet  and  softwate  aci|uired  separarelv) 
In  the  50  United  States,  call  (SOO)  426-940n,  Dept  IOCS  In  Canada,  call  («00) 
56.1-9048,  outside  the  US  and  Canada,  call  vout  local  Microsoft  subsidiary 
or  (2()61  916-8661.  ©  1991  Microsoft  Corporation  All  rights  icsetc'ed.  .Mictosoft, 
Mictosoft  Access,  MS-DOS  and  PowetPoint  ate  tcgisteted  ttadematks  and 
IntelliSense  .'nd  Windows  ate  trademarks  of  Mictosoft  Cotporation. 


A  promise  tliat  being  away  from  work  won't  feel  like  Leing'  out  of  work. 


A  promise  to  rememher  tliat  ^et-well  cards  and  daisies  don't  pay  tlie  medical  hiWs 


A  promise  tliat  skipped  luncli  and  midnio'lit  oil  will  he  investments  tliat  pay  off. 


Notkind  t  inds  us  one  to  tke  other  like  a  promise  kept.  At  MassMutual  we've  teen  Kelping  people  keep  tKeir 
promises  for  more  tkan  140  years.  I  Kat's  wKy  families  and  businesses  rely  on  us  to  insure  tkeir  1  ives,  tKeir 
KealtK  and  tkeir  financial  future.  ^CC^ 

MassMutud 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IFLATION:  WHEN  WILL  THE  FED 
AKE  A  PREEMPTIVE  STRIKE? 


MORE  'REAl' 
jOBS? 


ormer  Federal  Reserve  Board  Chairman  William 
McChesney  Martin  once  said  that  it's  the  Fed's  job 
to  take  away  the  economy's  punch  bowl  just  when 
■arty  gets  going.  He  was  refeiTing  to  hiking  interest 
in  the  face  of  rapid  growth  that  might  fuel  inflation. 
;  now,  economists  are  beginning  to  wonder  if  the 
Greenspan  Fed  is  about  to  holler  "last  call." 
•ong  growth  and  potential  inflation  are  clearly  on 
''ed's  mind.  In  fact,  Fed  Vice-Chairman  David  W. 
IS  Jr.  went  so  far  as  to  say  on  Dec.  7  that  monetary 
'  is  at  an  "important  crossroads,"  a  time  that  comes 
maybe  only  "once  every  decade."  His  comments 
ears  prick  up  from  Washington  to  Wall  Street.  The 
ion  now  is  not  will  the  Fed  tighten,  but  when? 

The  economy  is  certainly  on  a 
roll.  The  latest  sign  comes  from 
a  key  area:  the  labor  market 
(page  34).  November  payrolls 
scored  a  sohd  gain,  the  jobless 
rate  dropped  sharply,  full-time 
jobs  replaced  part-time  work, 
and  the  factory  workweek  hit  a 
postwar  high  (charts). 

In  October,  the  government's 
refurbished  index  of  leading  in- 
dicators rose  for  the  third  month 
)w,  and  consumers  felt  fi-isky  enough  to  add  a  huge 
illion  to  their  installment  debt.  The  data  are  more 
ice  that  fourth-quarter  gi-owth  could  top  4%  and 
le  economy  has  momentum  heading  into  1994. 

To  be  sure,  even  though  Mullins— or  any- 
p  :es  one  else— would  be  hard-pressed  to  point 
C  TIMUE      to  signs  of  an  imminent  pickup  in  inflation. 
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the  Fed  will  want  to  hike  rates  preemp- 


t  before  price  pressures  become  ingrained.  As  a  re- 
t  i  its  upcoming  meeting  on  Dec.  21,  the  Fed  is  very 
p  to  make  an  official  shift  in  its  policy  predisposition 
J  ould  bias  its  next  action  toward  tightening. 
Bi  is  a  rate  hike  just  around  the  corner?  Not  neces- 
"i  With  so  much  slack  in  the  economy,  with  excellent 
9'  tivity  growth  to  hold  down  unit  labor  costs,  and 
ti  ntense  domestic  and  global  competition  to  curb 
ic  ikes,  it  will  take  more  than  a  single  quarter  of  4%- 
■5  growth  to  generate  a  new  round  of  inflation. 
T  economy's  peppier  tone  was  evident  in  the  Fed's 

lundup  of  regional  economic  activity  through  Nov. 

i  report  gave  "a  more  optimistic"  outlook  than  the 
^  T  surveys,  with  manufacturing,  housing,  and  con- 


sumer spending  all  improving.  In  particular,  holiday  shop- 
ping, the  report  said,  "got  off  to  a  good  start." 

However,  the  Fed  will  want  to  see  how  growth  is  pro- 
gressing early  next  year  before  making  a  move.  While  the 
economy's  momentum  should  carry  over  into  the  new 
year,  growth  is  unlikely  to  match  the  fourth  quarter's 
pace.  That's  partly  because  contributions  from  consumer 
spending  and  auto  production,  two  big  pluses  this  quarter, 
will  be  smaller.  All  this  suggests  that  any  Fed  tightening 
may  not  come  before  spring— if  then. 

And  don't  forget  falling  oil  prices.  If  crude  remains  at 
current  levels— around  $15  per  barrel  for  West  Texas  In- 
termediate—through 1994,  oil  will  be  some  $3  per  barrel 
cheaper  than  in  1993.  A  decline  of  that  size  could  subtract 
up  to  half  a  percentage  point  from  the  rate  of  consumer 
price  inflation.  Inflation,  now  headed  for  a  seven-year 
low  in  1993,  could  end  up  even  lower  in  1994. 

FACTORY  The  Fed  undoubtedly  will  be  keeping  a 
PAYROLLS  cold  eye  on  the  warmer  job  markets  for 
SEEM  SURE  early  signs  of  wage  pressures,  but  none 
TO  RISE  ^j.Q  likely  to  show  up  anytime  soon.  The 
0.4  percentage-point  drop  in  the  November  unemploy- 
ment rate,  to  a  three-year  low  of  6.4%,  raised  some  eye- 
brows. It  was  the  largest  monthly  decline  in  10  years,  and 
it  suggested  a  rapid  tightening  in  the  job  market. 

However,  data  for  the  labor 
force— which  includes  both  work- 
ers and  job  seekers— have 
bounced  around  in  recent 
months,  actually  falling  in 
November.  This  suggests  that 
the  November  drop  in  jobless- 
ness was  overstated,  and  the  De- 
cember rate  may  tick  back  up. 

The  better  tone  of  the  labor 
markets  is  real,  though.  Payrolls 
rose  by  a  healthy  208,000  work- 
ers last  month,  for  a  three-month  gain  of  552,000  and  a  12- 
month  increase  of  just  under  2  million.  November  hiring 
was  the  broadest  in  four  years,  with  61%  of  the  356  in- 
dustries surveyed  adding  to  their  payrolls. 

Also,  the  quality  of  new  jobs  improved.  The  number  of 
people  working  part-time  because  they  could  not  find 
full-time  jobs  fell  for  the  second  month  in  a  row,  to  the 
lowest  level  in  more  than  two  years.  And  higher-paying 
jobs  in  the  goods-producing  industries  scored  gains.  Man- 
ufacturing and  construction  added  about  30,000  jobs  apiece 
in  November,  bringing  the  two-month  increase  in  both  sec- 
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tors  combined  to  102,000,  the  strongest  such  showing  in 
five  years. 

More  hiring  in  manufacturing  and  construction  seems 
likely.  The  factory  workweek  rose  to  a  postwar  record  41.7 
hours  in  November,  up  from  41.6  hours  in  October.  Over- 
time, up  to  4.4  hours  from  4.3,  was  also  a  record. 

With  the  workweek  so  long,  with  orders  up  three 
months  in  a  row,  and  with  the  ratio  of  inventories  to 
sales  at  a  record  low,  factories  will  be  gearing  up  both  out- 
put and  payrolls  in  coming  months.  And  the  rebound  in 
housing  will  keep  construction  payrolls  expanding. 

I WHY  PAY  A  big  reason  why  the  Fed  won't  have  to 
HIKES  play  party  pooper  soon  is  that  wage 

WON'T  FUEL   growth,  while  strong  enough  to  lift  con- 
INFLATION      sumer  spending,  is  not  fast  enough  to 
touch  off  inflation  worries. 

In  November,  houi'ly  wages  rose  0.2%,  to  $10.94,  after  a 
0.6%  gain  in  October.  Weekly  pay  was  up  an  even 
stronger  0.5%  in  November,  boosted  by  the  long  work- 
week, especially  in  overtime.  The  gain  in  weekly  pay, 
along  with  the  strong  job  growth,  suggests  that  personal 
income  scored  a  healthy  increase  last  month. 

Even  so,  the  central  bank 
doesn't  have  to  worry  about 
wage-cost  pressures  building  in 
the  economy.  That's  because 
most  of  the  extra  pay  is  being 
covered  by  increased  productivi- 
ty. The  Commerce  Dept.  revised 
third-quarter  output  per  hour 
worked  in  the  nonfarm  sector  to 
show  a  4.3%  annual  rate  of 
growth,  the  strongest  in  six 
years.  As  a  result,  unit  labor 
costs  fell  at  a  0.6%  pace,  and  productivity  is  on  track  to 
score  another  impressive  gain  this  quarter. 

Fatter  paychecks  are  fueling  consumers'  urge  to 
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splurge.  But  what's  interesting  about  this  holiday 
son  is  the  buying  spree  in  diu'able  goods,  such  as  fumi 
and  appliances.  That  reflects  the  spillover  effects  of  th( 
cent  strengthening  in  housing  demand. 

In  addition,  sales  of  domestically  made  vehicles  1 
been  roaring  (chart).  Cars  and  light  trucks  sold  ai 
annual  rate  of  13.4  million  at  the  end  of  November— a 
hit  only  one  other  time  in  the  past  two  years.  1 
pushed  monthly  purchases  of  vehicles  to  12.7  million, 
highest  pace  in  almost  three  years. 

In  light  of  all  of  the  spending  on  durable  good; 
should  not  be  surprising  that  consumers  are  borrov 
more,  because  most  big-ticket  items  are  financed.  Ins 
ment  credit  surged  again  in  October,  by  $8.1  billion, 
was  the  fourlh  consecutive  month  that  consumer  cr 
has  increased  by  more  than  $5  billion  (chart) 

Auto  financing  was  the  driving 
force  behind  the  October  bor- 
rowing binge.  It  rose  $3.9  bil- 
lion—the largest  monthly  gain  in 
more  than  five  years.  And  re- 
volving debt,  which  includes 
credit  cards,  increased  $3.2  bil- 
lion, on  top  of  a  $3  billion  ad- 
vance in  September. 

This  increased  use  of  credit  in- 
dicates that  household  budgets 
are  in  better  shape  than  they 
were  a  year  or  two  ago.  Another  sign  of  healthi' 
nances:  The  Mortgage  Bankers  Assn.  reports  thai 
4.21%  of  mortgages  were  delinquent  for  more  thaiiS 
days  in  the  third  quarter,  the  lowest  rate  in  19  year 

To  be  sure,  at  some  point  in  this  expansion,  employi 
and  industrial  operating  rates  will  start  rising  fast  en(i>' 
to  heat  up  price  pressures.  And  it's  likely  that  before  la 
time,  the  Fed  will  move  to  restrain  the  economy  fi-omii 
fering  an  inflationary  hangover.  But  that  act  of  temgi 
ance  still  seems  several  months  away.  Until  then— ch(.tt 
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THE  WEEK  AHEAD 


RETAIL  SALES 


Tuesday,  Dec.  U,  8:30  a,m. 
Retail  sales  probably  increased  a  solid 
0.5%  in  November,  predict  economists 
surveyed  by  MMS  International,  a  unit  of 
McGraw-Hill  Inc.  Store  receipts  jumped 
1.5%  in  October,  and  strong  car  buying 
in  November  ensures  another  good  gain. 
Even  excluding  car  sales,  retail  buying 
likely  rose  0.4%  in  November,  on  top  of 
a  0.9%  advance  in  October. 

INDUSTRIAL  PRODUCTION 


Wednesday,  Dec.  15,  9:15  am. 
Output  at  the  nation's  factories,  mines, 
and  utilities  likely  increased  Ijy  0.6%  in 
November  after  a  0.7%  advance  in  Oc- 
tober. That's  suggested  by  the  O.&'/o  in- 


crease in  total  hours  worked  in  the  fac- 
tory sector  last  month.  The  projected 
November  gain  would  mean  output  is 
growing  at  a  5.5%  rate  in  the  fourth 
quarter.  The  expected  production  jump 
also  indicates  that  the  capacity-utiliza- 
tion rate  for  all  industry  rose  to  82.8%  in 
November  from  82.4%  in  October. 

BUSINESS  INVENTORIES  ^ 

Wednesday,  Dec.  15,  10  am. 
Inventories  held  by  manufacturers, 
wholesalers,  and  retailers  were  probably 
unchanged  in  October,  following  a  0.3% 
gain  in  September.  Manufacturers  have 
already  reported  a  0.1%  decline  in  their 
stock  levels.  Business  sales  probably 
rose  0.8%  in  October,  the  same  increase 
as  in  September. 


MERCHANDISE  TRADE  DEMCIT 

Thursday,  Dec.  16,  8:30  am. 
The  trade  deficit  likely  narrowed  ti 
billion  in  October,  from  $10.9  billi( 
September,  according  to  the  MMS  J- 
vey.  Exports  rose  for  the  third  mont  i 
a  row,  while  imports,  which  hit  a  n^r 
high  in  September,  fell  back  in  Oct ' 

HOUSING  STARTS  

Friday,  Dec.  17,  8:30  a  m. 
The  MMS  economists  expect  that  hoiin 
starts  rose  to  a  1.4  million  annual  rs  ' 
November,  the  fourth  straight  gai 
so,  starts  would  be  at  the  highest  - 
since  early  1990.  Low  mortgage  rt 
better  job  growth,  and  rising  consiH 
confidence  are  lifting  homebuilding* 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Here  are  five  compelling  reasons  to  break 
the  HP"'  LaserJet*'  printer  habit:  the  IBM" 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
value.  PostScript'-' and  PCL-'  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada,  1  800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


Lexm^vrk 


Make  Your  Mark 


Lexmark  ',v  uptiinuil  LAN 
curds  support  flasli  itwmitry 
— somelhinji  HP  primers 
don  7  <)//t'r  And  every 
4(13'^  printer  includes  ditto 
einuliilion  switchinf^  and 
triple  hot  ports. 


iES  PER  MINUTE 


speed  you  need. 

keHPlAiserJet 
'ers.  IfiM 
■rPr inter  -1039s 
you  a  lull 
'.of  full- 
lion  models. 


I II  vest  men  I  proleelioii. 

Upf^radahle  code  and 
mlcrchan^euhle  options, 
for  ectmtmiy  anil  fle.\ihititv 
1 1 1'  printers  can't  nialch 


LaserPnnlGf  4039  12L 

by  Lexmark 


Instant  forms  &  fonts. 

Lexmark 's  optional  flash 
memory  stores  frequently 
used  forms,  funis  and  lo^os. 
ci  cii  when  the  power  is  off. 
1 1 P  printers  don'l  offer  that. 


Two-sided 
priming. 

1/1  iiiito/iialic 
duple.xer  attaches 
ill  seconds  to  any 
LaserPrinter  41)39  model. 
For  two-sided prinlin)>  at  less 
than  half  the  LaserJet  4Si  price. 


speeds  rated  at  300  dpt  8  ppm 
imum  at  600  dpi  Compafisons 
based  on  MSRPs  Dealer  prices  may 
vary  iBIyl  IS  a  registered  trademarit 
Business  l^achines 
Corporation  in  Itte  U  S  and/or 
ottier  countries  and  is  used  under 
license  HP,  LaserJet  and  PCL 
are  registered  trademarks  of 
Hewlett-Packard  Company 
PostScript  IS  a  registered 
trademark  ot  Adobe 
Systems  Incorporated 
Lexmark  is  a  trademark  ot 
Lexmark  International, 
Inc  101993  Lexmark 


IE  IBM  LaserPrinter  4039  Family,  By  Lexmark.  Print  Smart. 
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O.K.,  BACK 
TO  WORK 

HIRING  IS  UP— AND  NOT  JUST  FOR  BURGER-FLIPPERS 


U.S.  NONFARM 
110  EMPLOYMENT, 
SEASONALLY  ADJUSTED 


Arnold  Bennett  has  a  job.  Not 
headline-making  news,  perhaps, 
but  it  is  significant  enough.  In 
April,  Bennett  and  his  family  left  an  un- 
promising future  in  Florida  to  return  to 
his  native  New  England.  Come  Septem- 
ber, the  30-year-old  found  work  with 
Cabletron  Systems  Inc.,  a  maker  of  com- 
puter networking  equipment  in  Roches- 
ter, N.  H.  Bennett  now  makes  about 
$32,000  a  year  supporting  Cabletron's 
outside  sales  reps.  "The  opportunities, 
long-term,  are  incredible,"  he  says. 

Bennett  is  one  of  the 
more  than  1,500  work- 
ers Cabletron  has 
hired  in  the  past  year. 
The  company,  which 
has  seen  sales  increase 
tenfold  in  the  past  five 
years,  to  $600  million, 
is  still  adding  workers 
at  the  rate  of  three  to 
four  a  day.  Its  hires, 
predominantly  white- 
collar,  college-educated 
employees,  earn  an  av- 
erage of  $28,000  a 
year. 

SMALL  WORLD.   It  is 

companies  such  as 
Cabletron — small-to- 
midsize,  rapidly  growing  exploiters  of 
new  technologies  and  niche  markets — 
that  are  driving  job  growth  today.  Many 
have  been  expanding  aggressively,  while 
such  corporate  giants  as  IBM,  Philip  Mor- 
ris, and  PJR  brutally  slash  payrolls.  On 
Dec.  8,  Xerox  Corp.  became  the  latest, 
announcing  a  restructuring  that  will 
pare  10,000  of  its  97,500  workers.  "It  has 
been  the  smaller,  entrepreneurial  compa- 
nies like  ourselves  that  have  been  doing 
the  hiring,"  says  Wayne  LoCurto,  presi- 
dent and  chief  executive  of  Actmedia 
Inc.,  a  division  of  Heritage  Media  Corp. 
that  creates  ads  for  grocery  carts.  For 
two  years,  LoCurto  has  been  bringing  a 
few  people  a  month  into  his  growing 
company,  which  now  employs  550. 
Such  job  growth  helps  explain  why 
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the  U.  S.  added  208,000  new  jobs  in  No- 
vember, and  why  more  than  1.8  million 
workers  have  joined  the  nation's  pay- 
rolls in  the  past  year  (chart).  Gains  came 
across  a  broad  range  of  industries — ev- 
erything from  construction  to  health 
care  to  financial  services  (table).  Even 
the  battered  manufacturing  sector 
gained  30,000  new  jobs. 

So  much  for  the  jobless  recovery. 
Growth  and  low  inflation  have  been  hall- 
marks of  the  U.  S.  economy  for  nearly 
two  years.  The  missing  ingredient:  em- 
ployment. It  was  im- 
proving, but  too  slowly 
to  boost  confidence. 
The  November  report 
shows  that  healthy 
consumer  demand  and 
lean  inventories  finally 
are  bringing  large 
numbers  of  Americans 
back  to  work.  "This  is 
the  first  good  set  of 
data  I've  seen  in  a 
long,  long  time,"  says 
Janet  Norwood,  an  Ur- 
ban Institute  econo- 
mist and  former  Bu- 
reau of  Labor  Sta- 
tistics commissioner. 
There  are  weak 
spots,  certainly.  The  defense  industry 
still  is  getting  hammered,  with  aircraft 
and  instrument  makers  shedding  115,000 
jobs  in  the  past  year.  Most  economists 
believe  the  defense  shakeout,  which  has 
eliminated  340,000  jobs  since  1988,  still 
has  two  or  three  years  to  go.  Tax  hikes 
in  1994,  moreover,  could  dampen  spend- 
ing in  other  industries,  and  small  compa- 
nies fear  that  President  Clinton's  health- 
care plan  will  short-circuit  growth. 

But  even  California,  where  defense 
cuts  have  sliced  deepest,  is  coming  back. 
Housing  starts  and  retail  sales  are  up, 
and  biotechnology  and  software  compa- 
nies in  Silicon  Valley  have  taken  up 
slack  from  the  missile  makers  down 
south.  Sybase  Inc.,  an  Emeryville  (Calif.) 
software  house,  is  adding  more  than  100 
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workers  a  month.  Biotech  startup  Tli 
pontics,  in  Mountain  View,  is  dou'i 
its  work  force,  to  85  people. 

Strong  hiring  by  these  employers,  - 
pled  with  the  turnaround  in  inter 
rate-sensitive  industries  such  as  ho 
building  and  furniture  and  appli: 
manufacturing,  should  keep  the  job  i 
ket  humming  into  next  year.  Even 
Motor  City,  reversing  years  of 
losses,  is  hiring  again.  Since  mid-1 
Chrysler  Corp.  has  called  back  2,70(i 
off  factory  hands  and  hired  4,400 
ones,  such  as  the  110  workers  addi 
early  December  to  build  V-10  truck 


I  H 

CONSTRUCTION 


Low  rates  have  kicked  off  a  boom  in  houjg 
ating  nearly  200,000  jobs.  Related  indu  le 
such  as  appliances  and  furniture  also  or*  o 


in  a  factory  in  suburban  Detroit. 
:roit?  Jobs?  That's  no  contradiction, 
i  nk  you've  got  a  steady  increase  in 
ifacturing    employment,"  says 
ler  Financial  Services  Inc.  econo- 
lohn  Silvia.  "I  don't  think  the  last 
i  of  months  were  just  a  blip."  One 
ollar  indicator:  Cintas  Corp.,  a  Cin- 
;i-based  uniform  maker  that  rents 
than  1  million  outfits  at  a  time, 
its  existing  customers  have  in- 
;d  employment  by  about  l.o7(  in 
st  year. 

i'  e,  most  job  creation  remains  in  the 
B  e  sector.  But  these  new  workers 


aren'l  all  minimum-wa^ue  bin\uer-flip- 
pers.  Teleretailer  CUC  International  Inc. 
is  hiring  sales  and  service  people  for 
entry-level  jobs  paying  from  $30,000  to 
$50,000.  Denver-based  Janus  Funds, 
where  managed  assets  have  soared  al- 
most 50%  since  1992,  to  $22  billion,  has 
seen  employment  increase  41%.  Many 
new  hires  come  with  knowledge  about 
computers  and  telecommunications,  the 
backbone  of  any  modern-day  finance 
company. 

Ditto  at  The  Principal  Group.  The  fi- 
nancial-services outfit  added  600  hires 
this  year.  High  in  demand:  new  college 
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employment  since  Nov.,  1992 


0  new  jobs  in  1993.  Hiring  should 
le  population  ages,  though  health 
hange  the  mix  of  jobs. 


SERVICES 


lanagers  are  finding  work  again.  So 
brokers.  The  result:  90,000  new  jobs. 


Y SERVICES 


vice  companies  have  hired  nearly 
3  last  November  as  manufacturers 
Dmpanies  lely  more  on  temps. 
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Detroit  is  building  them,  repair  shops  are  fixing 
them,  and  attendants  ore  parking  them.  Employ- 
ment is  up  by  1 54,000. 


grads,  who  earn  $26,000  as  management 
trainees.  A  Dec.  5  survey  by  the  Colle- 
giate Employment  Research  Institute  at 
Michigan  State  University  found  employ- 
ers planning  a  1.1%  increase  in  college 
hiring  in  the  next  12  months — the  first 
uptick  in  four  years. 

Smaller  employers  are 
feeding  on  the  restructur- 
ing of  Corporate  America, 
many  of  them  hiring  sea- 
soned workers  laid  off  by 
bigger  companies  (page  82). 
Gene  Banucci's  seven-year- 
old  Advanced  Technology 
Materials  Inc.  in  Danbury, 
Conn.,  designs  semiconduc- 
tors made  from  diamonds. 
It  is  work  custom-made  for 
engineers  let  go  from  IBM's 
nearby  research  labs.  Ba- 
nned pays  less  than  Big 
Blue.  But  he  offers  a  looser 
environment,  stock  options, 
and  the  chance  to  spin  an 
idea  into  a  new  venture. 
"It's  a  challenge  and  an  opportunity," 
says  Banucci.  He  is  adding  12  employees 
u  year — one-third  of  them  from  IB.M. 
TRUCKS  AND  TUBES.  It  isn't  just  the  tech- 
nological transformation  of  America 
that  is  boosting  employment.  Old-line  in- 
dustries, pared  to  the  bone  in  recent 
years,  are  seeing  resources  strained  by 
orders  for  big-ticket  items.  Zenith  Elec- 
tronics Corp.  recently  added  a  new  pro- 
duction line  to  its  Illinois  television-tube 
plant,  boosting  hourly  employment  near- 
ly 10'a.  One  stimulus  of  demand:  the 
North  American  Free  Trade  Agreement, 
which  removes  duties  on  U.  S.-made 
tubes  for  TVs  made  in  Mexico. 

Another  old-line  company.  Caterpillar 
Inc.,  is  adding  670  factory  workers, 
about  half  of  them  recalled  from  earlier 
layoffs.  Many  will  earn  $17  an  hour, 
with  full  health  benefits.  Caterpillar  has 
been  running  10%-plus  overtime  levels  in 
recent  months  to  keep  pace  with  surging 
orders  for  heavy-truck  engines.  "That's 
much  more  than  is  reasonable,"  says  hu- 
man services  Vice-President  Wayne  M. 
Zimmerman.  Indeed,  the  average  nation- 
al workweek  of  41.7  hours  is  the  highest 
it  has  been  since  World  War  II. 

That's  one  reason  the  hiring  boom 
likely  will  continue.  Want  more?  Con- 
tinuing low  interest  rates  and  higher 
consumer  demand.  Many  companies  al- 
ready have  aggressive  hiring  plans  for 
1994.  If  the  world  economy  finally  gets 
going,  kicking  U.  S.  exports  into  gear, 
look  for  solid  employment  for  a  long 
time  to  come. 

By  Tim  Smart  in  New  Haven  and 
Howard  Gleckman  in  Washington,  unth 
bureau  reports 
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TRADE  I 


FINALLY, 
GAn  MAY  FLY 


As  patchwork  trade  pacts  sprout  worldwide,  it's  the  last  chance 


They've  dragged  on 
for  seven  long  years. 
As  time  passed,  the 
J — T^^B^S  glol)al  negotiations 
V  li^B  l^'i^'WH  as  General 
^■^^^^iS^Sw  Agreement  on  Tariffs 
'^515^^  &  Ti-ade  came  to  look 
more  and  more  like  an  aimless  and  triv- 
ial talkathon.  Again  and  again,  cynics 
declared  the  talks  dead.  And  negotia- 
tors repeatedly  shrugged  and  said: 
"There's  always  tomorrow." 

But  now,  the  improl)al)le  is  at  hand. 
The  current  I'ound  of  talks  among  the 
116  members  of  CATT  is  headed  toward 
its  do-or-die  deadline  of  Dec.  15— and  a 
breakthrough  is  in  the  air.  Barring  a 
last-minute  glitch,  the  negotiations  could 
pave  the  way  for  a  new  world  trade  or- 
der designed  for  the  21st  century. 

The  final  accoixl  is  expected  to  slash 
tariffs  on  manufactured  goods,  the  tradi- 
tional work  of  (lATT  rounds.  And  thf)ugh 
many  U.  S.  companies  are  grumbling 
about  it,  this  deal  could  blaze  new  trails 
by  cutting  agriculture  subsidies,  tough- 
ening copyright  and  patent  protections, 
and  opening  foreign  markets  to  a  range 
of  services  from  investment  lianking  to 
telecommunications.  The  goal:  a  l)ooming 
international  marketplace  where  prod- 
ucts and  services  glide  effortlessly  across 
national  borders.  "This  is  a  big  deal," 
says  Robert  E.  Rubin,  head  of  the  White 
House  National  Economic  Council. 

Indeed  it  is.  But  why  is  it  finally  com- 
ing together?  For  one  thing,  negotiators 
realize  that  this  time,  there  will  be  no 
tomoi-row.  The  Clinton  Administration 
and  Congress  have  made  it  clear  that 
they  won't  extend  fast-track  authority  if 
no  deal  is  announced  by  the  Dec.  15 
deadline  set  by  ('ongress. 
"LEAPS  AND  BOUNDS."  Meanwhile,  ex- 
port-minded countries  have  been  adopt- 
ing GATT-like  proposals  in  bilateral  and 
regional  trade  deals,  such  as  the  North 
American  Free  Ti'ade  Agreement.  Coun- 
tries left  out  of  these  trading  blocs  have 
greater  incentive  to  go  along  with  a  glo- 
bal pact.  "The  integration  of  the  world 
economy  has  l)een  gi'owing  by  leaps  and 
bounds,"  says  Robert  Hormats,  vice- 
chairman  of  Goldman,  Sachs  &  Co.  "This 


will  pr'ovide  a  framework  of  rules 
that  help  to  sustain  the  progress 
already  made." 

Then  there's  the  work 
economy.  Political  leaders 
in  recession-wracked  Ja 
pan  and  Europe  recog- 
nize that  trade  has  be- 
come      the  most 
powerful  locomotive 
of  economic  growth. 
That's  making  GATT 
look  irresistible.  Af- 
ter all,  seven  rounds 
of  CATT  negotiations  j 
since  1948  have  re- 
duced the  average 
worldwide  tariffs 
on  manufactured 
goods  from 
45%   to   5%,  / 
and  each 
round  has 
l»een  followed 
by  a  period  oi 
robust  global 
growth. 

Which  indus- 
tries will  be 
affected  most? 
This  round  would 
reduce  the  world's 
remaining  manufac- 
turing tariffs  by  30% 
while  i)hasing  out  all  lim- 
its on  imported  clothing. 
And  for  the  first  time,  GATT 
is  tackling  powerful  farm 
interests  by  trimming  agri- 
cultural subsidies  in  indus- 
trial countries  Ijy  21%  over  six' 
years.  The  accord  also  should  pro- 
vide new  gloi)al  rules  for  services.  In 
the  short  term,  the  pact  won't  have  dis- 
cernil)le  benefits,  but  l)y  2002,  it  could 
i)oost  world  mei'chandise  ti'ade  alone  by 
up  to  10%  a  year,  or'  $270  l)illion  in  cur- 
rent dollars,  says  the  Organization  for 
Economic  Cooperation  &  Development. 

Europe  stands  to  gain  the  most.  Its 
exports  of  everything  from  wine  and 
cheese  to  high-tech  gadgetry  could  lift 
itsailing  economies.  For  political  reasons 
as  well,  the  European  Community  (EC) 


sees  a  gatt 

deal  as  critical  to  proving 
that  Europeans  can  act  in  con- 
cert. In  the  wake  of  its  failure  to 
move  toward  economic  integi'ation 
failed  gatt  round  would  splinter  tl 
ropean  Community,"  warns  a  ve 
European  diplomat. 
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lile  they  gripe  publicly,  Europeans 
tely  believe  they're  paying  a  mini- 
■rice  for  these  benefits.  French  and 
an  farmers  face  the  loss  of  some  of 
their  cherished  sub- 
sidies and  protec- 
ticms,  but  these 
goodies  would 
)e  phased  out 
more  slowly 


For  American  companies,  the  pact 
should  be  a  boon.  The  U.  S.  should  have 
a  decided  edge  in  services.  Software 
companies  could  see  sales  and  profits 
soar  as  a  result  of  tougher  intellectual- 
property  protections.  Microsoft  Corp., 
with  annual  sales  of  nearly  $4  billion, 
hopes  the  pact  will  shrink  considerably 
the  estimated  $12  l)illion  the  softwai-e 
industry  loses  each  year  to  piracy.  And 
Digital  Equipment  Corp.  stands  to  gain 
from  a  rollback  of  the  14%  tariff  the  EC 
imposes  on  semiconductors  and  a  4% 
levy  on  computer  parts,  such  as  subas- 
semblies. "A  reduction  in  the  EC  tariff  is 
the  litmus  test  of  GATT  for  Digital,"  says 
Assistant  General  Counsel  Bruce  E. 
Holliein.  "It's  money  on  the  table." 
Holl)ein  expects  the  deal  to  elimi- 
nate two-thirds  of  the  EC  tariffs 
by  2000. 

Japan,    which    has  long 
counted  on  exports  to  drive 
its  economy,  would  also 
benefit,  but  at  a  price: 
gi'eater  access  by  foreign- 
ers to  its  wood,  nonfer- 
rous  metals,  liquor,  fi- 
nancial-services, and 
government-procurement 
markets.  "We  expect  to 
have  increased  imports, 
and  not  just  of  rice," 
says   Tatsuya  Tera- 
zawa  of  Japan's  Min- 


than  original- 
ly planned.  And  France 
no  longer  be  able  to  limit  im- 
1 S.  films  on  cultural-sovereign- 
ti'ls,  l)ut  it  plans  to  continue  to 
its  own  film  industry. 


istry  of  Interna- 
tional Trade  & 
Industry. 

Developing 
nations  should 
tenefit  as 
well:  They 
would  get 
a  chance  to 
tap  rich  ex- 
)Oi't  mar- 
kets for  their 
budding  manu- 
facturing and  ag- 
ricultural indus- 
tries. "The  big  guys 
can  make  their  way, 
agreement  or  no  agree- 
ment," says  Chris  John- 
son, a  Hong  Kong  trade  of- 
icial.  "But  as  a  small  player,  we 
eally  depend  on  a  strong  set  of 
es." 

0  gain  that  access,  however,  these 
cc  I  tries  will  have  to  start  playing  by 
■s  in  the  accord  that  prevent  them 
!i  pirating  Hollywood  movies  and  pat- 
s  and  copyrights  on  other  products, 
e  hope  it  will  allow  us  to  sell  our 
iducts  instead  of  having  them  ripped 
"  says  Lotus  Development  Corp.  Gen- 
i-al  Counsel  Thomas  M.  Lemljerg.  He 
-^ays  more  than  80%  of  the  software 
used  in  India,  Italy,  Japan,  and  Spain 
has  been  illegally  copied. 


In  Latin  America,  the  (;att  winners 
should  be  countries  such  as  Mexico,  Ar- 
gentina, and  Chile,  which  have  already 
opened  their  economies  to  foreign  com- 
petition and  investment.  Argentina, 
which  exports  $4.5  billion  worth  of  agri- 
cultural products  such  as  grains,  oil- 
seeds, and  meat,  expects  a  10%  boost 
from  f;ATT.  "GATT  will  be  very  good  for 
small  countries  such  as  Argentina,"  says 
economist  Marcela  Cristini  of  the  Fun- 
dacion  de  Investigaciones  Economicas 
Latinoamericanas  in  Buenos  Aires. 

Mixed  with  the  euphoria,  however, 
are  some  grave  concerns.  To  reach  an 
accord,  bargainers  have  to  agree  to 
phase  in  changes  gradually  so  that  the 
full  effects  of  trade  lil)eralization  won't 
be  felt  until  2005.  And  even  as  the  final 
details  are  being  written,  many  partici- 
pants are  getting  squeamish.  Like  new- 
lyweds  plunking  down  theii-  first  mort- 
gage payment,  countries  and  companies 
facing  the  prospect  of  trade  liberalization 
are  being  hit  with  buyer's  remorse. 
ENFORCEMENT  WORRIES.  Take  U.  S. 
health-care-e(]uipment  makers,  who  ex- 
pect an  additional  $300  million  in  ex- 
ports thanks  to  GAIT.  Asian  markets  for 
pacemakers,  artificial  limbs,  and  sophis- 
ticated medical  devices  have  been  grow- 
ing by  20%  a  year.  But  companies  fear 
that  the  U.  S.  will  lose  its  authority  to 
punish  unfair  trade  to  a  vagtie  GATT  dis- 
pute-settlement process.  "Enforceable 
U.  S.  trade  law  is  worth  a  heck  of 
a  lot  more  to  us  than  selling  a  sack  of 
potatoes  in  China  or  a  pound  of  rice 
in  Japan,"  says  Edward  M.  Rozynski  of 
the  Health  Industry  Manufacturers 
Assn. 

American  steelmakers  worry  that  the 
Commerce  Dept.  will  be  stripped  of  its 
power  to  slap  taxes  on  foreign  steel 
dumped  in  the  U.  S.  And  the  semicon- 
ductor industry  is  apoplectic  over  new 
rules  that  would  let  other  countries  force 
chipmakers  to  license  their  most  prized 
products.  Financial-service  companies 
fear  that  invisible  trade  l)arriers  will 
continue  to  keep  Asian  markets  closed 
while  the  U.  S.  makes  market-opening 
concessions  at  home.  "It  doesn't  take  a 
nuclear  physicist  to  know  that  this  is  a 
l)ad  deal,"  says  Mai-garet  Wigglesworth 
of  the  Coalition  of  Service  Industries. 

Such  jitters  among  jjolitically  powerful 
industries  explain  why  GATT  has  been 
kicking  around  for  seven  years.  But  last- 
minute  compromises  should  quell  such 
fretting.  For  six  years,  Decembers  have 
come  and  gone  while  the  LIruguay 
Round  was  extended.  This  time,  the  fear 
of  no  tomorrow  just  might  give  (;att 
new  meaning:  the  Glol)al  Agreement  to 
Ti-ade  &  Ti-ade. 

By  Dougkw  Harbiecht  and  Owen  Ull- 
inann  in  Washington,  with  Bill  Javetski  in 
Paris,  Geri  Smith  in  Mexico  Citij,  and 
bureau  reports 
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FARMING  I 


KOLK  SEES  A  THREAT  FROM  THE  SOUTH 


OLD  Mcdonald 

HAD  A  LOBBY 


Canada's  agriculture  trade  barriers 
are  just  what  GATT  would  topple 


whom  flock 
food  there. 


For  a  Yankee  company, 
Tops  Markets  Inc.,  west- 
ern New  York's  largest 
grocery  chain,  enjoys 
quite  a  cachet  with  Cana- 
dians— thousands  of 
across  the  border  to  buy 
Little  wonder:  Butter,  at 
$1.29  a  pound  at  Tops,  costs  twice  as 
much  in  Ontario.  Eggs  and  chicken  are 
at  least  a  third  higher. 

Why  such  exorbitant  prices  north  of 
the  border?  Blame  Canada's  farm  mar- 
keting boards,  which  protect  politically 
potent  dairy,  poultry,  and  egg  farmers. 
The  boards  are  a  textbook  example  of 
the  kind  of  agricultural  trade  barriers 
(;att  aims  to  eradicate. 
SHELL  SHOCK.  If  Canada  loses  its  dairy 
and  poultry  protection,  as  expected, 
U.  S.  companies  eventually  will  benefit — 
to  the  tune  of  $1  billion-plus  a  year. 
Americans  now  are  limited  to  less  than 
lO'/f  of  the  $8  billion  Canadian  market. 

Take  chickens.  U.  S.  companies  such 
as  Tyson  Foods  Inc.  are  now  held  to  just 
7.57'  of  the  market,  and  the  lack  of  com- 
petition has  kept  Canadian  prices  so  high 
that  KFC  must  charge  $14  (in  U.  S.  dol- 
lars) for  a  bucket  of  chicken  in  Canada 
that  costs  just  $9  in  the  U.  S. 

Still,  Canada  is  loath  to  drop  its  barri- 
ers. Farmers  such  as  John  Kolk,  an  Al- 
berta chicken  producer,  worry  that  GATT 
could  destroy  many  of  Canada's  family 
farms.  To  head  off  the  threat,  Canada  is 
now  talking  about  instituting  steep  tar- 
iffs on  vulnerable  products.  But  it  might 
be  better  just  to  let  consumers  benefit 
from  lower  prices.  Another  plus:  all  the 
gas  Canadians  won't  burn  driving  across 
the  border  to  get  bargains. 

Bij  William  C.  Symonds  in  Toronto 


Commentary /by  Paul  Magnusson 

WHAT  A  GATT  DEAL 
WON'T  DO 


It's  1995,  and  the  new 
I  I  global  trading  rules 

agreed  to  in  1993  are  in 
place.  Television  pro- 
ducers in  France,  rice 
farmers  in  Japan,  and 
underwriters  in  India  all  embrace  un- 
fettered competition  as  good  for  the 
world  economy.  A  new  era  of  expanded 
trade  dawns,  as  old  barriers  wither. 

Unlikely?  Sure  is.  For  one  thing,  the 
compromises  made  in  the  seven-year 
struggle  toward  a  General  Agreement 
on  Tariffs  &  Trade  mean  the  final  pact 
will  fall  short  of  its  original  promise. 
More  important,  the  world  has  changed 
since  this  round  of  talks  began  in  Uru- 
guay in  1986.  Another  round  will  soon 
be  needed  on  issues  ranging  from  the 
environment  to  human  rights  to  anti- 
trust. "If  we  don't  want  special  inter- 
ests to  dictate  the  next  trade  agenda 
on  an  ad  hoc  basis,  we'll  have 
to  build  on  this  agreement," 
says  Paula  Stern,  former 
chair  of  the  International 
Trade  Commission. 

After  implementing  the 
twin  pillars  of  Republican 
trade  policy — the  North 
American  Free  Trade  Agree- 
ment and  GATT — the  Clinton 
Administration  will  want  to 
make  its  own  mark.  Its  best 
chance:  reforming  the  GATT 
codes  that  hinder  U.  S.  use  of 
trade  sanctions  to  end  such 
environmental  outrages  as 
drift-net  fishing  and  traffick- 
ing in  rhino  horns  and  tiger  penises. 
CANS  OF  WORMS.  New  technologies 
also  call  for  new  trade  rules.  Charging 
"cultural  imperialism,"  countries  from 
France  to  South  Korea  have  attempted 
to  limit  Hollywood's  exports.  But  what 
rules  will  govern  movies-on-demand 
broadcast  by  cable  and  satellite?  And 
how  about  biotechnology,  still  in  its  in- 
fancy when  this  round  of  talks  began? 
Licensing  requirements  and  unwar- 
ranted safety  rules  shouldn't  be  al- 
lowed to  stifle  development.  And  what 
of  efforts  among  emerging  nations  to 
fix  prices  on  pharmaceuticals  in  order 
to  make  them  available  to  a  wider 
group?  There  should  be  limits. 

And  how  much  should  nations  seek 
to  harmonize  their  antitrust  policies?  A 


system  of  vertically  integrated  inc 
trial  and  financial  conglomerates, 
Japanese  keiretsu,  wouldn't  be  tole 
ed  in  the  U.  S.  But  in  Japan,  they  ai 
way  of  life.  The  next  round  of  tr 
talks  should  focus  on  the  issue. 

Admitting  emerging  market  ec< 
mies  in  China,  Eastern  Europe,  the 
mer  Soviet  Union,  and  Vietnam 
membership  in  GATT  should  also  bj 
the  agenda.  Western  Europe  has  b|( 
loath  to  admit  imports — particularbS 
farm  goods — from  the  former  War,''? 
Pact  nations.  Admitting  them  wd 
lower  barriers  to  their  goods. 

There  will  be  plenty  of  disputes 
over  from  current  talks  as  well.  < 
sider  subsidies  for  research  and  ui 
opment.  The  antisubsidy  U.S.  posi 
was  formulated  by  Republican  Adi 
istrations  hostile  to  the  idea  of  indu 
al  policy.  But  Clinton  sees  noth 


wrong  with  an  industry-governmeii 
fort  to  develop  clean  cars.  The 
will  have  to  be  clarified. 

And  finally,  there  are  tariffs.  V 
the  first  GATT  talks  began  in  ' 
worldwide  tariffs  averaged  457^.  li 
new  round  is  implemented,  they 
drop  to  near  5%-.  But  huge  tariffs 
still  protect  such  industries  as 
glassware  and  European  semicoi 
tors.  It  may  seem  an  odd  notio 
begin  trade  talks  as  soon  as  the 
rent  ones  are  concluded.  But 
trade  accounting  for  an  ever  incres 
share  of  each  nation's  economy,  t 
are  too  many  issues  too  importai 
lie  fallow. 


Magnusson  covers  economic  pi 
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us  WEST  & 
TIME  WARNER 

May  1993 

(VESTMENT:  $2.5  Billion 
.5.  West  gets  25%  of 
nfie  Warner's  cable 
id  programming 
operties,  and  will 
tip  upgrade  its  cable 
stems  to  provide 
eroctive  services. 

m 


BELL  ARANTIC  & 
TELE-COMMUNICATIONS 

October  1993 


INVESTMENT:  $12  Bill  on 
Bell  Atlantic  buys  out 
the  largest  cable  oper 
ator,  which  also  owns 
stakes  in  Turner  Broad 
casting  System  and 
Home  Shopping 
Network 


NTNtA  & 
VIACOM 

October  t993 

INVESTMENT:  $1.2  Billion 
Nynex  gets  preferred 
equity  stake  in  Viacom, 
which  is  investing  the 
cash  in  its  bid  for  Para- 
mount Communications. 
Size  of  stake  depends 
on  the  outcome. 


•HIGHER  IF  GOVERNMENT  APPROVES 
PURCHASE  OF  OTHER  TCI  ASSETS 


BELLSOUTH  & 
QVC 

November  1  993 

INVESTMENT:  $1.5  Billion 

BellSouth  buys  com- 
mon and  preferred 
stock  in  QVC  and  sup 
ports  its  bid  for  Para- 
mount. Investment 
would  be  scaled  back 
d  foils. 


3uuinnc3itKn  dell  & 
COX  ENTERPRISES 

December  1993 

INVESTMENT:  $1.6  Billion 
Southwestern  gets 
40%  of  a  joint  venture 
that  owns  Cox's  cable 
systems.  Cox's  pro- 
gramming assets  ex- 
cluded for  now. 


DATA:  COMPANY  REPORTS, 
BUSINESSWEEK 


lUTHWESTERN  BELL  AND  COX: 
DEAL  WITH  A  DIFFERENCE 


ke  other  phone-cable  ties,  this  one  shuns  the  multimedia  hoopla 


^ou  know  media  mergers  have  be- 
come background  noise  when  two 
giant  companies  announce  a 

billion-dollar  alliance  and  the  public 

nse  is:  "Another  one?" 

11,  this  deal  might  be  different.  On 
Southwestern  Bell  Corp.  said  it 

I  invest  $1.6  billion  for  a  40%  stake 
:able  systems  owned  by  Cox  Enter- 
-  Inc.  That  gives  the  Baby  Bell  ac- 
to  the  nation's  sixth-largest  cable 
n,  with  1.6  million  subscribers. 

e,  this  sounds  like  merely  the  lat- 
a  series  of  gazillion-dollar  deals  as 
Bells  rush  to  buy  into  blue-chip 
operators  and  programmers  (ta- 
5ven  with  total  assets  of  $4.9  bil- 
neluding  the  value  of  Cox's  cable 
ns,  Southwestern's  venture  seems 
e  next  to  the  remarkable  merger 

II  Atlantic  Corp.  and  Tele-Commu- 
)ns  Inc. 

MEDIA.  But  Southwestern  and  Cox 
36  a  lot  more  sensible.  For  one 

the  partners  are  shunning  the 
aedia  hype  that  pervaded  other 

"Multimedia  is  a  license  to  lose 

,"  says  James  0.  Robbins,  presi- 
f  Cox  Cable,  who  will  run  the  ven- 
f'rom  Cox's  Atlanta  headquarters, 
'd,  the  two  companies  are  focusing 
ible  distribution,  using  South wes- 
'  cash  to  buy  new  systems.  Their 
-0  become  a  cable  superpower  on 
lier  of  TCI  or  Time  Warner.  If  that 

IS,  says  Robbins,  it  won't  matter 
imch  programming  they  own:  "You 


want  to  be  big  enough  so  that  no  pro- 
grammer can  avoid  you." 

If  it  sticks  to  its  restrained  game  plan, 
Southwestern  will  avoid  the  high-stakes 
gambles  of  rivals  Nynex  Corp.  and  Bell- 
South Corp.  With  investments  in  Viacom 
and  QVC  Network,  respectively,  those 
Baby  Bells  have  entered  opposing  camps 
in  the  risky  battle  for  Paramount  Com- 
munications Inc.  The  winner  gets  a  piece 
of  a  Hollywood  studio,  of  course,  but  the 
loser  will  end  up  with  a  stake  in  a  com- 
pany smaller  than  Cox.  The  Southwest- 
ern-Cox deal  "is  a  pragmatic  joint  ven- 
ture in  contrast  to  the  other  starry-eyed 
alliances,"  says  Berge  Ayvazian,  an  ana- 
lyst at  Yankee  Group  Inc. 

Not  that  Southwestern  is  immune  to 
the  allure  of  programming.  Earlier  this 
year,  the  San  Antonio  company  explored 
a  deal  with  Viacom,  which  owns  MTV  and 
Nickelodeon.  And  Cox  itself  invested 
$500  million  in  QVC  Chairman  Barry 
Diller's  bid  for  Paramount.  For  now, 
though,  the  QVC  investment,  and  Cox's 
stakes  in  cable  networks  such  as  the 
Discovery  and  E!  channels,  are  not  in 
the  partnership.  The  deal  earmarks 
some  of  the  money  for  programming  in- 
vestments. But  the  partners  says  they 
will  deal  with  that  issue  later. 

By  sticking  to  distribution.  Southwest- 
ern and  Cox  also  are  less  vulnerable  if 
multimedia  falls  flat.  US  West  and  Time 
Warner  Inc.  are  spending  $5  billion  in 
their  partnership — mainly  to  upgrade 
Time  Warner's  existing  cable  systems 


for  interactive  services.  As  a  result, 
their  investment  hinges  on  whether  con- 
sumers will  flock  to  these  services. 
Southwestern  and  Cox,  aiming  to  ex- 
pand their  system  to  3  million  or  more 
subscribers,  could  build  a  valuable  fran- 
chise regardless  of  whether  multimedia 
is  a  boon  or  boondoggle. 

Some  observers  argue  that  South- 
western's  conservative  stance  is  more  a 
necessity  than  a  virtue.  "After  Time 
Warner  and  TCI,  the  opportunities  to  ac- 
complish an  equivalent  transaction  were 
no  longer  possible,"  says  Michael  N. 
Garin,  a  senior  banker  at  Furman  Selz 
Inc.,  who  is  advising  Sony  Corp.  in  its 
effort  to  sell  a  stake  in  its  Columbia 
Pictures  film  studio. 
THIS  YEAR'S  MODEL.  The  cable  industry 
welcomes  the  deal  simply  because  it  is 
another  model  for  cooperation  between 
cable  and  phone  companies.  Brian  L. 
Roberts,  president  of  another  sought-af- 
ter cable  operator,  Comcast  Corp.,  says 
more  such  deals  will  follow.  Rumors 
have  U.  S.  West  and  Time  Warner  dis- 
cussing a  joint  venture  with  Cablevision 
Systems  Corp.,  the  No.  5  operator,  while 
Canadian  giant  BCE  Telecom  Internation- 
al Inc.  recently  paid  $400  million  for  30% 
of  No.  7  Jones  Intercable. 

Whatever  its  merits,  the  Southwest- 
ern-Cox alliance  has  the  advantage  of 
being  less  vulnerable  to  regulatory  prob- 
lems since  it  is  nothing  more  than  a 
phone  company  buying  an  out-of-region 
cable  operator.  Such  issues  now  loom 
large:  Cable  executives  say  some  law- 
makers on  Capitol  Hill  may  object  to 
bce's  investment  in  Jones,  and  they 
could  also  slow  down  the  Bell  Atlantic 
deal.  By  playing  such  a  conservative 
hand,  Southwestern  and  Cox  may  well 
realize  their  ambitions  sooner. 

By  Mark  Landler,  with  Bart  Ziegler,  in 
New  York 
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COMPUTERS  I 


LET'S  BURY  THE  HATCHET 
—IN  MICROSOFT'S  BACK 


In  shifting  its  focus  to  software,  Sun  makes  nice  with  old  rivals 


For  years,  they  were  the  best  of  ene- 
mies. Steve  Jobs's  NeXT  Computer 
Inc.  had  targeted  Scott  McNealy's 
Sun  Microsystems  Inc.  as  rival  No.  1. 
McNealy  dismissed  NeXT  as  an  over- 
hyped  also-ran — until  Nov.  22,  when  he 
announced  plans  to  invest  $10  million  in 
NeXT  and  use  its  pioneering  software 
technology  in  future  Sun  offerings. 

That's  how  badly  Sun  wants  to  make 
it  big  in  software.  The  Mountain  View 
(Calif.)  company  made  its  fortune  on  en- 
gineering workstations,  the  power- 
ful desktop  computers  used  to  de- 
sign chips,  cars,  and  software.  But 
Sun's  hardware  is  getting  rusty:  Its 
Sparc  microprocessor  hasn't  kept  up 
in  speed  with  rival  chips  from  IBM, 
DEC,  Hewlett-Packard,  and  Silicon 
Graphics.  Sun's  profits  last  fiscal 
year,  ended  June  30,  fell  lO'/f,  to  $157 
million,  on  a  sales  gain  of  20'',  to 
$4.3  billion. 

So  on  Dec.  10,  in  a  bold  but  risky 
attack  on  software  king  Microsoft 
Coq).,  Sun  will  begin  shipping  soft- 
ware called  Wabi  that  allows  Sun 
and  other  workstations  to  mimic  IBM- 
compatible  PCs  running  Microsoft's  Win- 
dows. Sun  also  is  moving  aggressively 
to  write  basic  operating  software  for  the 
vast  PC  arena,  corporate  networks,  and  a 
host  of  new  consumer  devices  (table). 
"A  LOT  TO  PROVE."  Software  may  be  the 
best  hope  Sun  has  for  carving  out  a 
sizable  and  lasting  piece  of  the  computer 
business.  In  the  long  run,  it  hopes  to  sell 
more  computers  by  persuading  custom- 
ers that  Sun  workstations  offer  the  best 
operating  systems,  the  master-control 


programs  that  govern  how  a  computer 
runs.  Hence,  its  aggressive  push  to  wid- 
en the  market  for  Solaris,  its  operating 
system  based  on  Unix,  and  a  raft  of 
complementary  products.  If  they  don't 
sell,  Sun  likely  will  become  just  another 
hardware  maker  playing  a  low-margin 
game  of  follow-the-leader. 

In  this  new  world.  Sun  is  mostly  up 
against  Microsoft,  which  sells  more  op- 
erating systems  in  a  week  than  Sun  sells 
in  a  year.  Moreover,  Microsoft  now  has 


a  potent  new  weapon,  Windows  NT,  that 
promises  to  match  Solaris'  ability  to  run 
large  networks  of  computers  by  next 
year — and  run  all  PC  software,  too. 
"We've  got  a  lot  to  prove,"  concedes 
Edward  J.  Zander,  president  of  Sun's 
SunSoft  unit. 

Sun's  edge:  NT  can't  run  big  networks 
yet,  and  Solaris  can.  For  a  decade,  Sun 
has  been  perfecting  the  new  paradigm  in 
computing:  the  replacement  of  rigid 
mainframes  with  flexible  networks  of 
PCs,  workstations,  and  low-cost  servers. 


Large  customers  that  have  tested  .( 
laris  give  it  much  higher  marks  than 
How  to  exploit  that  window  of  oppoi 
nity:  get  Solaris  to  run  on  as  many  ci 
puter  brands  as  possible,  which  will  i 
courage  more  programs  to  be  wri 
for  it  and,  in  turn,  interest  more  buy 
For  now,  Solaris'  8,500  applications 
next  to  the  50,000  available  on  PCs. 

That's  why  Sun  agreed  last  Apri 
back  a  so-called  Common  Open  Soft\* 
Environment  that  will  make  Unix 
sions  from  Sun,  IBM,  HP,  Novell, 
Santa  Cruz  Operation  look  and  work 
same  way.  More  important,  it  has  rev 
ten  Solaris  to  work  on  iBM-style  PCs, 
Next  year,  the  software  will  appeal 
PowerPC  machines  due  out  from  ib.m 
Apple  Computer  Inc. 
OBJECT  LESSON.  Is  Sun  overreachin.ii 
has  sold  only  15,000  copies  of  Sni 
x86,  the  PC  version,  since  last  May. 
Wabi,  intended  to  nullify  NT's  ad 
tage  in  running  Windows-compa' 
programs,  so  far  runs  only  abo 
dozen — and  quite  slowly,  at  t 
Says  Microsoft  Vice-President  Ja; 
E.  Allchin:  "The  probability  of  l 
getting  lots  of  applications  rum 
will  be  very  small." 

Sun's  best  chance  may  be  a  I'S 
er-term  bet — o'oject-oriented  ted 
ogy,  which  turns  software  into  i 
ules  that  make  it  easier  to  write 
use.  That's  vt^here  NeXT  conn- 
Analysts  say  building  NeXT's  hi; 
regarded  object-oriented  softv 
into  Solaris  gives  Sun  a  year's  leu' 
Taligent,  an  IBM-Apple  venture,  and 
crosoft.  The  NeXT  deal  also  will 
Sun's  FirstPerson  unit,  which  is  wor 
on  a  Solaris-compatible  operating  sy  - 
for  consumer  devices  that  will  tap 
an  Information  Superhighway  run 
workstations — perhaps  Sun's.  So 
NeXT  is  the  friend,  Microsoft  the  em 
Microsoft  will  be  tougher. 

By  Robert  D.  Hof  in  Mountain  I 
Calif.,    with   Richard  Brandt  in 
Francisco 


SUN'S  SOFTWARE  OUTIOOK 


How  Sun  hMcrosysfems'  expanding  universe 
of  software  stacks  up 


■^T  PARTLY 
V  ^  ClOUDY 

SOLARIS 

This  battle-tested 
version  of  the  Unix  ; 
operating  system  is 
catching  on.  But  many 
PC  software  titles 
don't  Work  with  it. 


RAINY 


WABI 

Promises  to  help  Unix 
workstations  run 
Windows  programs. 
But  initial  version  is 
slow,  and  Microsoft 
won't  support  it. 


OT5i  PARTIY 

'  Y  ^  ClOUDY 

DISTRIBUTED  OBJECTS 
EVERYWHERE 

Makes  software 
simpler  to  create  and 
use.  NeXT  technology 
gives  it  an  edge,  but 
rivals  abound. 


SUNNY 


COMMON  OPEN 
SYSTEM  ENVIRONMENT 

This  united  front  of  five 
leading  Unix  suppliers 
could  present  real 
corfipetition  for  Micro- 
soft's Windows  NT.  ,i 


CLOUD 


FIRSTPERSON 

An  operating  system  f( 
consumer  devices,  sue 
as  hand-held  compute 
Sun  has  no  experienct 
in  the  consumer  marke 

DATA;  BUSINESS  WEEK 
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EVEN  HIGHLY-RATED 


MUTUAL  FUNDS  ACCORDING  TO 
THE  MORNINGSTAR  INDEPENDENT 
RATING  SERVICE: 

Prudential  Utility  Fund 

■ix  i:?  -Momingstar  (Class  B) 

i:^      i:^      -Momingstar  (Class  A) 

Prudential  High  Yield  Fund 

^  -w-  -M-  w  -Momingstar  (Class  A) 
■m-      i^j-  -w-      -Momingstar  (Class  B) 

Prudential  Equity  Income  Fund 

i:?         -Momingstar  (Class  A) 
■w-  -M-  "w-  -w  -Momingstar  (Class  B) 

Prudentiars  Global  Utility  Fund 

ik      -Momingstar  (Class  A) 

Prudential  Equity  Fund 

1^?  i^r  -w-  lis  -Momingstar  (Class  A) 
-w-  -w-  ^  -Momingstar  (Class  B) 

Prudentiars  Nicholas-Applegate 
Growth  Equity  Fund 

ik  ik  -Momingstar  (Class  A) 

Prudential  FlexiFund/ 
Conservatively  Managed  Portfolio 

i^r  -w-  •m'  -w-  -Momingstar  (Class  A) 
ik  ik  ik  ik  -Momingstar  (Class  B) 


 Prudential  Securities 

For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  our  funds,  call  1-800-654-5454  ext  1813. 

For  more  complete  information  on  any  of  the  Funds,  including  charges  and  expenses,  call  1-800-654-5454  ext.  1813  or  ask  your 
Prudential  Securities  Financial  Advisor  for  a  free  prospectus  and  brochure.  Read  the  prospectus  carefully  before  you  invest  or  send 
money.  Ratines  as  reported  by  Momingstar  are  as  of  October  31,  1993.  Momingstar  Murual  Funds,  a  semi-monthly  publication  of 
Momingstar,  mc.  rates  over  1,200  muhaal  funds  by  assessingeach  fund's  histoncal  total  retums  and  risk  relative  to  other  mutual  funds  in 
its  class  I.e.,  equity,  taxable  bond,  hybrid  or  municipal,  etc.  The  return  and  risk  evaluations  are  then  combined  to  produce  a  1-  to  5-star 
risk  adjusted  rating,  which  measures  a  fund's  histoncal  nsk/retum  performance  in  a  particular  class  of  funds.  Funds  are  ranked  according 
to  their  risk-adjusted  rahng  in  five  categories;  Highest  (five  stars  which  includes  the  top  10%),  Above  Average  (four  stars  which  mcludes 
the  next  22.5%),  Neutral  (three  stars  which  includes  the  next  35%),  Below  Average  (two  stars  which  includes  the  next  22.5%)  or  Lowest 
(one  star  which  includes  the  bottom  10%).  Momingstar  does  not  rate  funds  or  share  classes  which  have  less  than  three  years  of 
performance.  Class  B  shares  of  Prudential's  Nicholas-Applegate  Growth  Equity  Fund  and  Prudential's  Global  Utility  Fund  were  not 
rated  by  Momingstar  because  they  have  been  in  existence  for  less  than  threeyears.  A  hand's  rating  may  change  at  any  time  based  on 
new  data.  Ratings  are  historical  and  do  not  represent  future  performance.  Class  A  shares  are  subject  to  a  maximum  front-end  sales 
charge  of  5.25%riVlost  Class  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declining  over  a 
six-year  period  upon  redemphon.  The  classes  have  a  common  portfolio.         01993  Paidential  Securities  Incorporated.  Member  SIPC. 


BIOTECHNOLOGY  I 


RespiGam  .  i  :: 
promises  to  - 
prevent  a 
virus  that  kills 
4,500  infants 
a  year,  but  ^ 
the  FDA  panel 
called  the 
testing  errors 
"basic"  ^^  k.; 


SUDDENLY,  MEDIMMUNE 
ISN'T  FEELING  SO  HOT 


It's  back  to  square  one  on  a  key  drug — and  back  to  reality  for  investors 


Until  recently,  Medlmmune  Inc.,  a 
tiny  Gaithersburg  (Md.)  biotech- 
nology company,  was  expecting  a 
banner  year.  On  Nov.  9,  it  announced  a 
$30  million  investment  from  pharmaceu- 
tical giant  American  Cyanamid  Co.  The 
news  got  even  better  for  Medlmmune  9 
days  later,  when  the  New  England 
Journal  of  Medicine  published  results 
of  a  clinical  test  of  Medlmmune's  drug, 
RespiGam.  Developed  to  prevent  an  up- 
per-respiratory virus  that  hospitalizes 
91,000  infants  annually  and  kills  4,500  of 
them,  "the  product  works,"  proclaimed 
the  prestigious  journal.  Analysts  put  out 
a  flurry  of  buy  recommendations,  and 
the  stock  shot  up  157'  ,  to  31 '74. 

Then,  reality  hit  with  a  vengeance.  On 
Dec.  2,  a  Food  &  Drug  Administration 
advisory  panel  declared  that  the  tests 
had  failed  to  prove  the  safety  and  effec- 
tiveness of  RespiGam.  The  medical  ex- 
perts claimed  researchers  had  made  ba- 
sic mistakes  and  voted  11-0  to  send  the 
drug  back  to  the  clinical  drawing  board. 
A  stunned  market  quickly  knocked  the 
stock  price  down  to  16.  By  Dec.  8,  it  had 
slid  to  131/8. 

WARNING  SIGNS.  The  Medlmmune  fiasco 
should  remind  investors  that  putting 
money  into  biotech  startups  is  a  crap- 
shoot,  even  with  the  recommendation  of 
top  analysts,  distinguished  journals,  and 
government  researchers.  The  company 
won't  commei  t  on  the  decision,  and  the 
FDA  won't  go  ii'to  specifics.  But  in  retro- 


spect, analysts  say,  there  were  some 
warning  signs  that  the  clinical  trials  on 
the  drug  weren't  going  well.  The  Nation- 
al Institute  of  Allergy  &  Infectious  Dis- 
eases helped  design  the  tests.  The  prob- 
lems developed,  the  FDA  says,  when 
researchers  under  contract  to  the  NIAID 
didn't  stick  to  the  original  design. 

Exactly  who  is  at  fault  isn't  clear.  But 
FDA  officials  say  they  began  raising 
questions  soon  after  Mas- 
sachusetts Public  Health 
Biologic  Laboratories  ap- 
plied in  February  for  ap- 
proval to  sell  the  drug. 
The  state  lab  developed 
RespiGam  but  had  li- 
censed it  to  Medlmmune 
in  1989.  A  five-member 
FDA  investigative  team 
even  dispatched  auditors 
to  the  clinical  sites — not  a 
common  procedure.  "We 
were  having  ongoing  con- 
versations about  the  data 
and  the  review  with  the 
company,"  says  Monica  Revelle,  an  FDA 
spokeswoman.  "They  certainly  knew  we 
were  looking  at  it,  and  auditing  it." 

In  July,  the  FDA  requested  additional 
information  from  the  company.  But, 
says  Dr.  Bennett  Kaufman,  senior  staff 
fellow  at  the  fda's  Laboratory  of  Plas- 
ma Derivatives,  the  response  failed  to 
cover  all  the  points  raised. 

In  the  end,  the  advisory  panel  found 


two  fatal  flaws:  Investii- 
tors  had  failed  to  assign  ■ 
bies  to  study  groups  proj  ■• 
ly  and  then  failed  to  follv 
up  properly  on  the  ones  wo 
dropped  out  of  the  stu-. 
For  example,  a  nurse  in  D' 
ver  responsible  for  recruit 
patients  violated  the  ten 
of  a  "blind"  study,  in  t 
she    knew    which  bah 
would  go  into  a  com 
group  and  which  ones  i 
the   group   that  recei\ 
RespiGam. 

"GRIEVOUS  ERRORS."  I 

just  not  proper  techniqu 
says  Richard  B.  Johnston  _ 
a  member  of  the  drug's  a(; 
sory  panel  and  medical  dir 
tor  at  the  March  of  Dii 
Birth  Defects  Foundati: 
Paul  Meier,  another  mem 
of  the  panel  and  a  Columbia  Univer^ 
statistician,  adds  that  the  clinical  en 
in  the  Medlmmune  tests  were  "absoli 
ly  basic"  and  completely  biased 
study:  "They  committed  some  griev 
errors  in  the  beginning,  and  they  j 
couldn't  recover." 

RespiGam  could  yet  win  appro 
though  conducting  new  clinical  ti- 
could  take  up  to  three  years.  Amen 
Cyanamid  says  it  has  no  plans  to  ] 
out  of  its  deal,  and  Medlmmune  sayii 
a  statement  that  it  plans  to  "contij^ 
clinical  studies."  It  may  be  worth  trj  | 
again.  The  drug  could  eventually  i 
ture  a  market  of  $200  million  to  \ 
million  a  year,  analysts  say. 

Given  the  complexity  of  the  drug 
proval  process,  any  small  company  c 
have  gotten  into  the 
that  Medlmmune  did, 
alysts  say.  But  they 
blame  the  company 
not  keeping  the  mai 
apprised  of  the  FE 
qualms.  And  they 
tend  that  Medimm 
should  have  spotted 
errors  in  the  trials 
realized  the  c 
wouldn't  pass  mus 
With  Medlmmune 
cials  declining  to 
ment,  it's  hard  to  ki 
for  sure  what  els( 
could  have  done.  But  the  company  p 
ably  has  staying  power:  Despite  a 
of  $10.7  million  on  product  sales  of 
million  in  the  nine  months  ended  S 
30,  it  had  $46  million  in  cash  and  se( 
ties  on  hand.  Now,  it's  a  matter  of 
suring  that  the  next  go-round  on 
Gam  goes  better  than  the  first — ari' 
rebuilding  investors'  confidence. 
Bij  Mary  Beth  Regan  in  Betkesda. 
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Something 

n)(lii('in<^  a  better  view  Irorii  your  Windows." 

d  OS/2"  for  U  indoivs  to  your  current  Windows  3.1 

up,  and  get  more  from  Windows  than  ever  before. 

OS/2  for  II  indoti  s  lets  you  run  your  DOS  and 
idows  programs.  In  fact,  you  can  run  more  than 
•  program  at  a  time- without  fear  of  frustrating 
em  crashes  like  before.  Finish  oil  a  Freelance 


A  QUICKER  LOOK  AT  OS/2  FOR  WINDOWS: 

iicreases  your  productivity:  nm  mon-  than  one 
r()<;ram  at  a  lime  with  ;,'n'ati'r  s[)cc<l  and  reliahility. 

;  rings  your  PC  up  to  speed:  i  xpiolt  th*-  32-i)it 
ower  and  perlorniance  ot  .'i8()S\  PCs  and  higher. 

i  aves  you  money:  no  need  to  huy  various  utilities  to 
I  iprove  Windows  |)erl()rinance. 

ives  you  more  programs  to  choose  from:  run 

i  OS,  Windows  and  O.S/2  |)roi;rains. 


Graphics'  •^presentation  in  one  window  whil 
send  a  1-2-3"  spreadsheet  by  Fax  modem  in 
another.  Make  entries  in  Quicken' 
without  waiting  for  your  WordPer- 


e  you 


\ou 


can  cv< 


■n  la 


irom 


feet"  document  to  finish  |)rintin< 
into  the  latest  32-bit  ()S/2  programs-right 
your  Window? 
session. 

To  order i 

to  find  out  more,  call  I  800  3-IHM-OS2.  In  Canada, call 
1  800  465-7999.  ()S/2  for  Windoa  s  is  also  available 

at  local  sol t ware  dealers.  Alter  all,  your  Windows 
coidd  use  a  little  fresh  air. 


Windows 


Operate  at  a  higher  leveL' 

look  into. 

"Dealer  prices  may  vaiy  utiei  valid  m  U  S  A  or^iy  expires  2/9/94  This  ad  was  Lrfdied  by 
LINTAS  and  got  to  Ihis  publication  on  lime  usmg  DOS.  Windows  and  OS/2  programs 
running  on  OS/2  IBM  and  OS/2  are  registered  Irademarks  and  Operate  ai  a  higt^er  level 
IS  a  irademark  ol  Iniernalional  Business  Machines  Corporaiion  Windows  is  a  trademark 
ol  Microsoft  Corp  All  other  products  are  trademarks  or  registered  trademarks  ot  their 
respective  companies  ©  1993  IBM  Corp 


RETAILING  I 


THE  LIMITED:  ALL  GROWN  UP 
WITH  NOWHERE  TO  GO? 


The  clothing  retailer  is  ailing,  and  CEO  Leslie  Wexner  seems  stymied 


Leslie  H.  Wexner,  founder  and  ceo 
of  The  Limited  Inc.,  is  iiaving  trou- 
ble with  velvet  and  animal  skins. 
At  the  Limited  store  on  New  York 
City's  Madison  Avenue,  racks  of  trendy 
ankle-length  velvet  dresses,  bell-bottom 
pants,  and  clingy  leggings  hang  un- 
touched by  middle-aged  women  roaming 
the  aisles.  Shoppers  don't  go  near  the 
expensive  leather  and  shearling  jackets, 
either.  Instead,  they  rifle  through  dis- 
counted mock  turtlenecks  and  oversize 
sweaters.  Even  so,  sales  are  slow. 

For  the  past  two  years,  Wexner  has 
been  promising  his  investors  a  turn- 
around at  two  of  his  largest  divisions, 
the  flagship  Limited  Stores  chain  and 
Lerner  New  York.  It  hasn't  happened. 
On  Dec.  1,  The  Limited  announced  that 
companywide  sales  at  stores  open  a  year 
or  more  dropped  77^  in  November  and 
that  earnings  for  1993  would  be  47  to 
127  off  1992  results.  Sales  at  the  Limit- 
ed Stores  were  especially  poor,  falling 
about  257.  At  Lerner  New  York,  sales 
dropped  by  about  97.  Meanwhile,  de- 
partment store  giants  J.  C.  Penney  and 
Sears  Merchandise  Group  enjoyed  hefty 
gains  (table). 

Limited  investors  are  getting  impa- 
tient. The  day  after  The  Limited  an- 


nounced its  results,  the  stock  dropped 
31/4,  to  18 Vs.  "The  November  numbers 
struck  me  in  the  absolute  magnitude  of 
their  decline,"  says  Janet  Mangano,  a 
retail  analyst  at  Burnham  Securities  Inc. 
"I've  been  cutting  my  earnings  esti- 
mates all  year." 

What's  Wexner's  problem?  In  part, 
analysts  and  investors  believe,  he's  just 
not  good  at  running  a  mature  busi- 
ness— which  The  Limited,  now  situated 
in  nearly  every  first-rate  shopping  mall 
in  the  nation,  has  become.  Wexner  also 
may  have  underestimated  his  competi- 
tors, particularly  the  chains  that  strug- 


UMITED  GROWTH 


SEARS  MERCHANDISE  GROUP 


J.C.  PENKEY 


ANN  TAYLOR 


0%-THE  GAP 
0%-THt  LIMITED 


SAME-STORE 
SALES  GROWTH 

FIRST  11  MONTHS  OF  1993 


0  2  4  6 

►  PERCENT 

DATA:  COMPANY  REPORTS,  BRIDGE  INFORMATION  SYSTEMS  INC. 


gled  during  the  1980s.  "The  Limited 
competition  now  from  stores  like  S' 
and  Penney's  that  were  in  decline 
are  right  on  the  money  now  with  a  ( 
bination  of  fashion  and  value,"  ; 
Thomas  Buynak,  a  senior  investmen 
ficer  at  Society  Corp.,  which  has  so' 
big  chunk  of  the  3  million  Limited  sh; 
it  held  in  September. 

Investors  would  be  happier  if  the  ( 
pany's  other  large  divisions  were  di 
much  better.  They  aren't.  At  the 
lion  Lane  Bryant  chain,  which  special 
in  clothes  for  large  women,  same-sji 
sales  fell  by  about  57.  Most  disappi 
ing  of  all  were  the  dismal  results  rem 
ed  by  Express,  the  $1.6  billion  cli 
that,  until  recently,  had  been  The  Lii 
ed's  cash  cow.  In  November,  same-st 
sales  fell  by  roughly  117.  Limiffl 
much  smaller  divisions — Structure,  1 
ited  Too,  Bath  &  Body  Works,  and  A 
crombie  &  Fitch — all  reported  sti 
gains  in  November,  but  those 
make  up  less  than  257  of  the  compa 
$7  billion  sales. 

Critics  say  Wexner  was  more  sk 
at  managing  The  Limited's  stun 
growth  through  the  1980s.  Says 
Becker,  an  analyst  at  Waddell  & 
Inc.,  another  big  Limited  inves 
"Wexner  has  always  had  the  abilit 
grow  small  businesses  from  startup 
50  stores  to  several  hundred  stores, 
the  profitability  of  these  larger  divis 
eventually  declines  as  their  best 
chandising  ideas  get  knocked  0 
Wexner  has  acknowledged  that  he 
joys  building  new  ventures  most,  th( 
he  declined  to  be  interviewed  for 
article. 

FASHION  FLOPS.  The  other  big  prol 
at  The  Limited  isn't  necess 
Wexner's  fault.  Simply  put,  the  clc 
that  have  graced  Seventh  Avenue's 
ways  recently  don't  cut  it  in  the 
world.  "Those  long  lengths  were  a  d 
ter,  and  the  sheer,  peekaboo  look  w 
real  turnoff,"  says  Alan  Millstei: 
New  York  apparel  consultant.  "Tha' 
hurt  stores  like  Limited  and  Exp: 
which  try  to  be  on  the  cutting  edg 
fashion." 

But  the  fashion  flops  are  ephein 
Investors  are  more  concerned 
Wexner  still  hasn't  articulated  his  { 
for  turning  around  his  four  largest 
sions.  Waddell  &  Reed's  Becker  hj 
The  Limited  will  eventually  spin  or 
interest  in  the  smaller  chains.  We: 
won't  say  what  his  plans  are.  But 
in  May,  he  expressed  his  frustratiol 
keep  raising  hell  with  myself  at  r| 
ings.  The  environment  isn't  terrificj 
we're  still  not  doing  as  well  aa 
should."  Seven  months  later.  The  Lj 
ed  is  doing  worse. 

By  Laura  Zinn  in  Neu 
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There's  only  one,^ 

answer  to  the 

debit  question. 
And  here  they  are. 


5bi2  3H5b  =1000 

PAT  UPPERS  "^m^^ 


They  are  two  parts  of  what  is  without  question  a  most  complete 


debit  program:  Maestro"  from  MasterCard."  The  program  is  so  well- 


conceived,  it  lets  you  get  into  the  debit  business  on-line.  Or  off-line. 


Or  both.  Since  it's  already  been  integrated  globally,  it  allows  you  to 


keep  up  with  debit  as  it  evolves  ~  wherever  or 


whenever  it  evolves.  And,  as  an  enhancement 


to  your  institution's  cash  card.  Maestro  from 


MasterCard  helps  reinforce  your  strongest  tie  to  your  customers: 


their  deposit  account.  Which  in  part  makes  it  everything  you'll 


need  today,  and  could  want  tomorrow.  In  debit,  at  least.  Maestro 


from  MasterCard.  It's  more  than  a  cash  card.  It's  smart  money.' 


HOLLYWOOD  I 


HOW  FOX 
OUTFOXED  ITSELF 


It  added  programs  to  bag  more  viewers — and  lowered  ratings 


MBLROSB 
PLACB 
IS  STILL 
DOING  WELL, 
BUT  FOX'S 
YOUNGER 
VIEWERS  ARE 
DESERTING 
MANY  OF  ITS 
OTHER  SHOWS 


aking  the  right  choice  is  never 
easy  for  Herman,  the  lead  char- 
acter on  the  Fox  network's 
poorly  rated  show  Herman's  Head. 
Characters  portraying  the  good,  bad, 
and  indecisive  qualities  inside  his  brain 
line  vip  on  different  sides  of  an  issue. 

That  was  probably  a  pretty  fair  de- 
scription of  the  scene  at  Fox  Broadcast- 
ing Co.'s  Century  City  (Calif.)  headquar- 
ters earlier  this  year  as  top  executives 
debated  whether  the  seven-year-old  TV 
network  should  expand  programming 
beyond  its  current 
five-night-per-week 
lineup.  Should  Fox 
risk  destroying  its 
franchise  with  young 
viewers  with  its  at- 
tempts to  attract  old- 
er ones?  Would  two 
added  nights,  aimed 
at  grabbing  more  ad- 
vertising, unduly  tax 
its  bare-bones  pro- 
duction staff? 

Six  months  after 
Fox  began  offering 
programs  every 
night  of  the  week,  it 
looks  as  if  the  cau- 
tionary side  of  the 
Fox  management 
brain  should  have 
won  out.  Nielsen  Me- 
dia Research  ratings 
from  the  November 
sweeps  period  show 
a  network  in  decline:  Some  97'  fewer 
households  watched  Rupert  Murdoch's 
channel  during  prime  time,  and  it  lost 
some  of  its  luster  among  18-  to  49-year- 
old  viewers.  Worse,  8  of  Fox's  10  return- 
ing shows  from  last  season  showed  a 
ratings  drop,  including  its  two  longest- 
running  hits,  Married .  .  .  with  Children 
and  The  Sinij)s:ons. 

OLDER  VIEWERS.  No  One  at  Fox  is  sound- 
ing alarms  yet.  It  recovered  from  a  simi- 
lar slow  period  in  1990,  also  when  it 
added  new  nights  of  jirogramming.  Fox 
executives  are  quick  to  point  out  that, 
excluding  its  new  Monday-  and  Tuesday- 
night  offerings,  the  network  managed 
roughly  the  same  numbers  as  last  year. 
On  Wednesday  nights,  they  note.  Fox  is 
formidable,  with  Beverly  Hills  90210 
and  Melrose  Place.   "Sure  there  are 


some  things  we  need  to  do  better,  and 
we  intend  to  do  them,"  says  Sandy  Gru- 
show,  president  of  Fox  Entertainment 
Group.  "But  we  set  out  to  maintain  our 
base  on  Wednesday  through  Sunday, 
and  we  think  we  accomplished  that." 

Nonetheless,  Fox's  hold  on  its  core  au- 
dience is  weakening.  Married ...  with 
Children  has  lost  157  of  its  18-  to  49- 
year-old  viewers  so  far  this  year.  In  Liv- 
ing Color's  share  of  that  audience  is  off 
387,  and  America's  Most  Wanted,  437. 

Meanwhile,  Fox  is  trying  to  widen  its 


cable  TV  and  video  games,  and  advi 
ers  remain  skittish  about  shows  tha 
peal  to  them.  "There  are  just  somi; 
vertisers  that  refuse  to  put  i 
commercials  anywhere  near  In  Li 
Color"  because  of  its  raunchy  tont'. 
Betsy  Frank,  Saatchi  &  Saatchi's  i 
tor  of  TV  information  and  new  med 
ROVING  AIM.  Fox's  mistake  has  bei 
how  it  has  gone  after  a  broader 
ence,  says  David  Poltrack,  CBS's  s 
vice-president  of  research  and  plan 
Instead  of  picking  a  night  where 
ences  tend  to  be  older,  such  as  Fr 
Fox  sprinkled  shows  aimed  at 
viewers  throughout  its  schedule,  \ 
ening  several  nights. 

There  have  been  other  mistakes, 
Chevy  Chase,  for  one.  Monday's  i 
night  has  been  uneven  at  best. 
Tuesday's  offerings.  Roc  and  Arm  / 
Most  Wanted,  have  trailed  ABC's  pi 
house  Roseanne,  Coach,  and 


A  SLUMP  AT 
THE  rOURTH  HETWORl 


RATINGS* 


'90'91  ■91'92  '9r93  '93' 
A  POINTS  SEASONS      (THROUGH  I 

•EACH  RATING  POINT  EQUALS  930,000  HOUSEHOLDS 
DATA:  NIELSEN  MEDIA  RESEARCH 


audience  by  atli'aclnig  older  viewers.  It 
scrapped  its  Friday  night  schedule — kill- 
ing Sightings,  moving  America's  Most 
Wanted  to  Tuesday  nights,  and  replac- 
ing them  with  Brisco  County,  Jr.,  and 
The  X-Files.  As  a  result,  Friday's  rat- 
ings have  declined  marginally,  but  the 
average  age  of  viewers  has  increased,  to 
39  from  36  a  year  ago,  the  network  says. 
Overall,  Fox's  average  viewer  is  30,  up 
from  28  just  a  year  ago. 

There's  nothing  unsound  about  target- 
ing older  viewers.  Indeed,  two  new 
planned  networks — one  from  Warner 
Brothers  Inc.  expected  to  air  in  mid-1994 
and  another  from  Paramount  Communi- 
cations Inc.  and  Chris-Craft  Industries 
Inc.  due  to  launch  in  1995 — won't  hesi- 
tate to  go  after  that  market.  That's  be- 
cause younger  viewers  are  defecting  to 


House  by  huge  margins.  Fox  ha.- 
modest  success  with  such  new  offeQj. 
as  Living  Single  and  Sinbad.  Bi  i 
low-overhead  production  team  is  tf 
pressed  to  come  up  with  replacerT 
for  such  flops  as  Daddy  Dearest. 

Still,  Fox's  financials  aren't  hall  ' 
despite  the  programming  problen 
has  won  enough  new  advertise: 
increase  operating  earnings  to 
million  this  year,  from  $75  milli< 
1992,  says  Oppenheimer  &  Co.  ai 
Jessica  Reif — although  that's  less 
the  $100  million  she  figured  Fox 
earn  when  it  announced  its  seven  - 
schedule.  Of  course,  back  then,  eve 
was  listening  to  the  optimistic  si' 
Fox's  brain. 

By  Ronald  Grover  in  Los  Angeles 
Mark  Landler  in  New  York 
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Make  A  Strong 
Financial  Statement. 


The  Lmcoln  Town  Car  Two -Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 


•  4.6-liter  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags' 

•  Six-way  power  driver  and  passenger  seats 

•  Four-wheel  disc  anti-lock  brakes 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information  call  1  800  225-5433 


499 


PER  MONTH,  24  MONTHS  LEASE' 


Refundable  security  deposit  '500 

Down  payment  *1,900 

First  month's  payment  '499 

Cash  due  at  lease  inception  '2,899" 


)ei 

J' 


LINCOLN 

What    A    Luxury    Car    Should  Be 

Lease  payment  based  on  average  capitalized  cost  of  91.17%  Town  Car  MSRP  tor  24-month  closed-end  Ford  Credit  Red  Carpet  leases  purchased  in  the  U.S.  from 
Sept.  1  to  Oct.  51,  1993.  Some  payments  higher,  some  lower.  See  dealer  tor  payment  and  terms.  Payment  may  be  higher  in  AK,  CT,  KY,  MA,  MO,  NC,  Rl,  TX  & 
WV.  For  special  lease  terms,  take  new  retail  delivery  from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with 
the  dealer  at  signing.  Lessee  is  responsible  tor  excess  wear/tear  and  $.1 1  per  mile  over  50,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  of 
monthly  payments  is  $11,976.  "Excludes  tax,  title  and  other  tees.  "Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt. 

L  irjCOLN-MERCURY  DIVISION  ■  '    Bucklt  up-[ogcchrr  wc  cjn  sivt  l.vr^ 
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CLOSING  BELLI 


BARNES  & 
20  0  NOBLE 

^EiEa  VERMONT 
10  TEDDY 

0  I    I    i    I  I 
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HOW  THREE  HOT 
IPOS  HAVE  EARED 

Is  the  initial  public  offerings 
market  cooling  off?  Not  yet,  if 
the  reception  accorded 
Pactei  Corp.,  a  wire- 
less communications 
spin-off  from  Pacific  Telesis,  is 
any  indication.  Issued  on  Dec.  6, 
Poctel  Corp.  climbed  to  $25.50 
its  first  day  of  trading, 
1  1%  above  its  $23 
offering  price.  But  is 
it  a  buy?  Maybe  not: 
Other  recent  IPOs,  including 
Barnes  &  Noble,  Boston 
Chicken,  and  Vermont 
Teddy  Bear,  all  soared 
during  their  first  day  on  the 
market,  only  to  languish  later. 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


MORE  LOANS 
FOR  THE  POOR? 


Bankers  may  soon  be  out 
of  excuses  for  not  mak- 
ing loans  to  poor  people.  On 
Dec.  8,  federal  regulators  pro- 
posed streamlining  a  key 
banking  law,  the  Community 
Reinvestment  Act  of  1977,  to 
clarify  banks'  obligations. 
Banks  will  have  two  options 
for  taking  the  guesswork  out 
of  the  law.  They  could  draft 
their  own  plan  for  lending, 
which  regulators  would  have 
to  approve.  Or  they  could 
show  that  their  market  share 
in  all  neighborhoods  is  rough- 
ly the  same.  Comptroller  of 
the  Currency  Eugene  Ludwig 
predicts  the  proposed  reforms 
"will  channel  billions  of  dol- 
lars of  new  credit  into  Ameri- 
ca's distressed  communities." 


ARASKOG  KEEPS 
ITT  AIRBORNE 


Can  Rand  Araskog  keep 
I'IT's  stock  price  moving 
up?  In  an  effort  to  do  just 
that,  Araskog  is  spinning  off 
ITT's  $965  million  forest-prod- 
ucts unit  to  shareholders  as 
part  of  an  effort  to  shed  its 
volatile  and  less  profitable 
businesses.  Announced  Dec. 
8,  the  spin-off  of  ITT  Rayonier 
is  expected  to  help  boost  iTT's 
return  on  equity,  which  CEO 
Araskog  has  vowed  to  raise 
to  16';^  or  17?!  by  1995,  from 
about  127f  now.  So  far  so 
good.  ITT's  stock  is  up  S07<  in 
a  year  and  rose  2%  points,  to 
91  Vs,  on  the  news. 


WORDPERFECT 
THINKS  WORDPUBLIC 


Software  giant  WordPer- 
fect is  making  manage- 
ment changes  that  may  be  a 
j)relu(le  to  going  public.  The 
company  was  set  to  announce 
on  Dec.  9  that  President  and 
CEO  Alan  Ashton  would  be 
named  co-chairman  along 
with  co-founder  Bruce  Bas- 
tian.  Replacing  Ashton  would 
be  Senior  Vice-President  Ad 
Rietveld,  former  manager  of 
the  company's  European  oper- 
ations. Wall  Street  had  ex- 
l^ected  the  developer  of  the 
popular  WordPerfect  soft- 
ware program  to  make  an  ini- 
tial public  offering  in  1993. 


HEADLINER 


UPJOHN'S  MAN  IN  THE  HOT  SEAT 


You  can't  say  John  Zabriskie 
lacks  chutzpah.  The  54-year- 
old  Merck  executive  vice-pres- 
ident is  tackling  what  may  be 
the  drug  industry's  toughest 
job:  resuscitating  Upjohn. 
When  Zabriskie  becomes 
Upjohn  chairman 
and  CEO  on  Jan.  3,  /"^ 
replacing  Theo- 
dore Cooper, 
who  died  of 
cancer  in  April, 
he'll  inherit  a 
tangle  of  thorny 
problems. 

Upjohn's  best- 
selling  products,  such 
as  the  antianxiety  drug 
Xanax,  are  losing  their  patent 
protection,  opening  them  up 
to  cut-rate  comjjetition.  That 
will  slash  earnings  at  the  Kal- 
amazoo (Mich.)  company  by 
more  than  107"  next  year,  to 
$487  million  on  flat  sales  of 


$3.5  billion,  predicts 
Sweig,  an  analyst  with  La( 
burg  Thalmann.  And  the 
pany's  most  promising 
product,  a  stroke  and  head 
jury  drug,  is  a  year  or  n 
from  introduction. 
Those  who  k: 
him  say  Zabris 
who   had  b 
considered  •; 
contender 
run  Merck 
day,  has  wli; 
takes  to  do 
cost-slashing 
Upjohn  needs, 
also  has  had  experi«;( 
in  everything  from  rese?' 
to  manufacturing.  "He's  1 
working  with  new  prodiL 
all  his  career,"  says  a  fore: 
Merck  colleague.  For  Upj' 
that's  just  what  the  do 
ordered. 

Bij  David  Woou:. 


WHO'S  PLAYING 
MY  SONG? 


In  a  little-noticed  suit  be- 
lieved to  be  the  first  class 
action  challenging  new  inter- 
active services,  New  York- 
based  P'rank  Music  went  to 
court  against  CompuServe  on 
Nov.  29  for  copyright  in- 
fringement. Arguing  on  be- 
half of  itself  and  140  other 


CORRECTABLE  VISION:  SHUTTLE  ENDEAVOUR  ASTRONAUTS  BELIEVE  THE 
REPAIR  JOB  HAS  FIXED  THE  HUBBLE  TELESCOPE'S  BLURRY  OUTLOOK 


music  publishers,  Frank  il 
leged  that  the  on-line  com 
er  network  has  reprodi;i 
and  distributed  over  500  t<y 
righted  musical  composite 
without  paying  owners.  Cii' 
puServe's  electronic  bul  ' 
board  system  allows  subs' 
ers  to  download  music  iiU; 
PCS  from  data  bases  supi?fi 
by  independent  contract 
That  means  CompuServe 
the  responsible  party,  say 
general  counsel.  The  com]  i, 
is  trying  to  negotiate  a  (in- 
promise  that  will  satisfy'' 
publishers  and  the  third-] 
software  providers. 


ET  CETERA  

►  A  Texas  county  gave  A')!* 
financial  help  despite  the  ■ 
l^any's  benefits  for  gays. 

►  The  United  Mine  Woi 
won  a  new  lease  on  life,  ^ 
ing  a  seven-month  coal  st^e 

►  lUR  Nabisco  said  it  wilp 
6,000  jobs  and  take  a  $445tiil 
lion  fourth-quarter  chargii 

►  Mellon  Bank  is  swapiif 
$1.7  billion  in  stock  for  n'l 
al-funds  giant  Dreyfus. 
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Hie  HP  lOOLX  palmtop  PC  keeps 
you  in  touch  wnerever  you  go. 

It  packs  cutting-edge  computing  and 
conimmiications  features.  All  wiappecl 
up  in  a  sleek  11-oimce  package.  Liclud- 
ing  one-key  access  to: 

f^^l  cc:  Mail  MobOe,  the  market- 
l^^l  leading  e-mail  softwai  e. 
Today's  new  caid  modems  fit  neatly 
into  om-  PCMCIA  2.0  slot,  comiecting 
you  to  your  corporate  or  office  e-mail 
systems.  Talk  about  portable  com- 
mimications!  Tliis  e-mail  solution  fits 
right  in  yom'  pocket. 


Take  most  ofyoiu' office  with 
you.  Built-in  MS-DOS  5.0 
meims  you  can  nm  optional  PC  soft- 


waie,  such  as  Quicken,  Microsoft 
Project  Manager  and  ACT!  No  other 
palmtop  comes  close. 

With  equal  ease,  you  can  create  cus- 
tom databases.  And  sort  thi  ough  a 
list  of  customer  billing  profiles  or 
yom'  favorite  restamants. 

Even  when  you're  on  top  of 
the  world,  our  appointment 
I K )( )k  keeps  you  on  top  of  your 
schedule.  With  week-  and  month-at- 
a-glance.  You  don't  miss  a  thing. 

Keep  rimning  numbers  on 
the  run.  One  touch  brings  up 
Lotus'  1-2-3,  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  featiu  es  keep  coming.  Like  note- 


c 


taker  to  captiue  ideas.  Powerful 
analysis  on  the  HP  financial  calcula- 
tor. Flexible  phone  book.  And  much, 
much  more. 

For  more  information  and  the  name 
of  yom-  nearest  HP  lOOLX  dealer,  call 
us  at  1-800-443-1254,  Dept.  989.  Or  in 
Canada,  1-800-387-3867.  Then  hit  the 
road  ai'med  with  all  the  right  answers. 


HEWLETT 
PACKARD 


cc  Mail  Mobile  is  a  U  S  trademark  ot  cc.  Mail,  a  whollv  owned  subsidiary  ot  Lotus 
Development  Corporation  Microsoft  and  MS-OOS  ate  U  S  regislered  trademarks  o( 
Microsoft  Cotpooiion  Lotus  and  1-2-3  ste  U  S  (egislered  irademarks  of  Loiui 
Development  Corporation  <1'1993  Hewlen-Packard  Company  PGI2307A 


The  NEW  Bose  Lifestyle  5  music  system:  Music  center  with  hiiilt-iii  CD  player  and  AM/hM  stereo  radio,  Direct/Keflcctiiig  cube 
speakers,  hideaway  Acoiistnnass  hass  module  (not  slniwii),  remote  control  that  ii'orks  anntiid  corners  and  thrcnigh  walls. 


The  press  thoi^  our  Lifestyle  music  system  was 
"exemplar)^"  "ahead  of  the  pack,"  and  "ingenious,  s 

Take  one  home  and  tell  us  what  you  think. 


When 


the  Bose  Lifestyle  music  system  was 
introduced,  it  quickly  established  new  standards  for 
home  stereo. 

Popular  Science  gave  it  the  prestigious  award  you 
see  here.  Hans  Fantel  of  The  New  York  Times 

described  the  sound  as  "exemplary." 
The  Boston  Herald  proclaimed  it 
'ahead  of  the  pack."  And  summariz- 
ing a  five  page  article,  Stereo 
Review  called  it  "ingenious." 

Clearly,  this  kind  of  recognition  would  please 
anyone.  But  at  Bose,  our  commitment  to  research 
and  our  passion  for  excellence  led  our  engineers  to 
take  it  all  somewhat  differently.  They  were  not 
nearly  as  flattered  as  they  were  challenged. 


The  result?  The  new  Lifestyle  5  music  system. 
Smaller.  More  affordable.  Even  easier  to  use.  With 
every  bit  of  the  lifelike  sound  you  Ta|(e 
expect  from  Bose.  hOllie  3 


Visit  your  Bose  dealer  and  find   I  |fPStV|R 

out  how  easily  a  Lifestyle  5   music-  

music  system  fits  the  way  you  live,  ror 

more  information  and  the  names  of  Bose  dealers 

near  you,  please  call  toll-free: 

1.800-444-BOSE  (2673)  ex,  315 


Better  sound  throu^  research<B 
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D  FAH  THE  HEALTH-CARE  HUMBERS 
RE  CRUNCHING  CLINTON 


$4,360 


president  Clinton  asserts  that  his  health-care  plan  can  ex- 
"tend  coverage  to  37  million  Americans  without  a  major 
tax  increase— and  with  change  left  over  to  reduce  the 
et  deficit.  But  he  has  made  few  converts  to  his  view,  and 
ticism  about  the  Health  Security  Act's  financing  remains 
jor  political  stumbling  block. 

le  first  detailed  private  analyses  of  the  Clinton  plan  will  do 

to  lower  that  hurdle.  Wyatt  Co.,  a  benefits  consultant,  and 

n-VHl  Inc.,  a  health -care  consultant,  independently  con- 

d  that  the  White  House  lowballed  by  15% 

iremiums  that  health  insurers  would  have 

arge  to  provide  the  benefits  guai'anteed  by 

ilan  (chart).  In  the  skeptical  view  of  Wy- 

benefits  experts,  that  mistake  and  other 

'  assumptions  would  increase  the  deficit  by 
$60  billion  if  the  new  health  system  were 

ice  next  year.  Health  economists  at  Lewin- 

re  less  pessimistic  but  still  conclude  that 

six  years,  Clinton  plan's  will  fall  short  by 

illion,  wiping  out  more  than  half  the  deficit 

'tion  claimed  for  the  bill. 
)  .ow  ZONE."  The  news  isn't  completely 
for  the  Administration.  In  its  study,  re- 
.  d  on  Dec.  8,  Lewin-VHl  concludes  that 
j  )n's  plan  would  still  cut  the  deficit,  al- 
i  ly  $25  bUlion  instead  of  $58  billion.  "We've 
!  hem:  'You're  in  the  yellow  zone— but  you 

I't  crossed  over  into  red,' "  says  Lawrence 

win,  CEO  of  the  Fairfax  (Va.)  consulting 

The  reason:  Clinton's  aides  tucked  a  $45  billion  "cushion" 
l!  he  plan  to  cover  cost  overruns.  There's  good  news  for 
i|  es,  too.  Lewin-VHI  calculates  that  consumers  can  expect 

ipita  insurance  and  out-of-pocket  medical  costs  to  fall  an 
ge  of  $184  a  year,  with  only  smokers,  snuff  dippers, 
I'l  )bacco  chewers  facing  new  taxes. 

■  the  Lewin-VHI  study  has  plenty  of  potential  to  make  trou- 
tj  "he  White  House  says  employers  that  now  offer  health 
!i  its  will  be  big  winners  under  its  plan.  But  the  study 


HEALTH  COSTS: 
WHO'S  RIGHT? 

ESTIMATED  1994  PREMIUM 
FOR  FAMILY  COVERAGE 


LEWIN-VHI 
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finds  that  higher  premiums  and  the  reciuirement  to  cover  part- 
timers  and  others  who  now  don't  get  benefits  will  cost  these 
companies  $24.5  billion  in  the  first  two  years  of  reform.  They 
won't  begin  to  recover  those  costs  until  lower  medical  inflation 
starts  producing  savings  in  1998.  And  some  individuals  may  be 
in  for  an  unpleasant  surprise:  one  in  four  households  would  have 
to  pay  an  extra  $500  or  more  a  year,  in  many  cases  because 
they  would  be  recjuired  to  buy  heftier  benefits. 

Lewin-VHI  gives  the  White  House  the  benefit  of  the  doubt  on 
some  assumptions.  The  firm  accepts  Clinton's 
claim  of  $189  billion  in  Medicare  and  Medicaid 
savings  even  though  few  on  Capitol  Hill  ex- 
pect all  those  cuts  to  materialize.  It  also  credits 
the  Administration  with  $42  billion  in  savings 
from  hitting  its  ambitious  targets  for  slowing 
medical  inflation.  And  Lewin-VHI  assumes  $15 
billion  in  net  revenue  from  a  1%  levy  on  the 
payrolls  of  large  employers  that  don't  join  Clin- 
ton's regional  cooperatives.  But  employer 
groups  say  few  companies  will  take  that  pro- 
hibitively expensive  option. 

Wyatt's  study  cuts  Clinton  less  slack.  Higher- 
than-expected  premiums,  the  firm  calculates, 
will  add  $13.7  billion  to  the  annual  cost  of  sub- 
sidizing care  for  the  poor.  It  also  says  the  gov- 
ernment's offer  to  pay  health  premiums  for  ear- 
ly retirees  will  draw  8.8  million  eager 
recipients— not  4.5  million,  as  the  plan  figures. 
That  adds  $9.8  billion  more  a  year  to  the  plan's 
cost,  Wyatt  projects,  and  helps  sink  Clinton  in  a  sea  of  I'ed  ink. 

Of  course,  the  analysis  that  counts  is  the  scorecard  being 
prepared  by  the  Congressional  Budget  Office.  But  the  CBO, 
whose  numbers  won't  be  out  until  January,  is  lying  low.  In 
the  meantime,  the  Wyatt  and  Lewin-VHI  studies  will  pro- 
vide new  ammunition  for  critics— and  a  new  challenge  for  a 
President  struggling  to  keep  some  momentum  behind  his 
health-care  plan. 

By  Mike  McNamee 
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Ii  e  big  crop  of  first-term  House  mem- 
ers  is  turning  out  to  be  an  impa- 
rl lot.  Two  House  Republican  fresh- 
n  Michael  Huffington  of  California 
»;  tlod  Grams  of  Minnesota,  have  an- 
ced  plans  to  run  for  the  Senate 
^*  year.  On  the  Democratic  side,  Sam 
ersmith  of  Arizona  is  close  to  jump- 
in  nto  the  race  to  succeed  retiring 
D  jcratic  Senator  Dennis  DeConcini, 
ai  ome  Virginia  Democrats  are  urging 
R  esentative  Leslie  L.  Byrne  to  chal- 
Ifi-  scandal-tinged  Democratic  Senator 
CI  'es  S.  Robb.  Why  the  hurry?  The 
fii,  ermers,  especially  the  Republicans, 
*r  icing  up  to  a  disillusioning  reality: 


A  backbencher  has  little  power.  And 
many  members  of  the  reform-minded 
class  of  '92  have  learned  just  how  resis- 
tant to  change  Washington  institutions 
really  are. 

ANTITRUST  

The  Justice  Dept.  is  indicating  that  it 
does  intend  to  bring  a  civil  case 
charging  Microsoft  Corp.  with  monop- 
olization of  the  software  industry,  an 
action  the  feds  have  pondered  for  more 
than  a  year.  Attorney  General  Janet 
Reno  has  hired  Samuel  R.  Miller,  an 
antitrust  specialist  in  the  San  Francis- 
co firm  of  Morrison  &  Foerster,  to 
work  as  a  senior  litigator  on  Microsoft 
and  other  high-profile  cases. 


THE  FED 


Administration  officials  are  chuck- 
ling over  what  they  view  as  a 
transparent  effort  by  Federal  Reserve 
Chairman  Alan  Greenspan  to  avoid  the 
heat  for  a  politically  unpopular  Fed 
stand.  The  central  bank  opposes  a  Clin- 
ton effort  to  consolidate  bank  supervi- 
sion, but  Greenspan  is  remaining  pub- 
licly mum  on  the  issue.  Instead,  he  sent 
Vice-Chairman  David  W.  Mullins  Jr. 
out  to  blast  the  plan.  Clintonites  spec- 
ulate that  Mullins,  who  stands  virtually 
no  chance  of  staying  on  when  his  term 
ends  in  1995,  has  nothing  to  lose.  But 
while  Greenspan  will  likely  be  replaced 
in  1996,  he  dreams  of  reappointment. 
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the  deal  was  the  so-called  golden  sii 
which  would  have  let  the  Frencl  ^ 
ernnient  limit  the  voting  rij^l 
any  shareholder,  Volvo  incl 
to  20%.  The  group  also  cl; 
Volvo  failed  to  documei 

~    need  for  a  merger  o\- 

existing  strategic  al 
with  Renault.  Th.- 
straw  was  the  kf 


WHY  VOLVO  KISSED 
RENAULT  GOODBYE 


The  inside  story  of  the  revolt  that  killed  the  deal 


It  took  Volvo  Chairman  Pehr  G.  Gyllen- 
hammar  and  Renault  Director  General 
Louis  Schweitzer  three  years  to  per- 
fect a  plan  merging  the  two  auto  compa- 
nies into  a  $40  billion  juggernaut.  It  took 
less  than  three  months  for  their  dream 
deal  to  collapse. 

Yet  the  aftershocks  of  that  deal  will  be 
felt  for  months,  if  not  years.  Mutual  re- 
criminations have  torn  apart  Sweden's 
closely  knit  business  community.  Worse, 
the  details  of  this  juicy  tale  suggest  how 
fiendishly  hard  it  is  to  effect  a  merger  be- 
tween two  of  Europe's  nameplate  compa- 
nies. That's  disheartening  news  for  Euro- 
peans who  think  such  combines  are  crucial 
for  the  continent's  competitiveness.  "This 
has  been  an  object  lesson  for  Europe," 
says  DRi/McGraw-Hili  analyst  John  K. 
Lawson.  "Anybody  considering  a  trars- 
European  merger  should  think  long  ai  d 
hard  about  whose  national  pride  and  eci  - 
nomic  interests  could  be  hurt." 

What  a  contrast  from  the  exuberance  of 
Sept.  G,  the  day  Gyllenhammar  and 
Schweitzer  triumphantly  announced  a  plan 
that,  publicly  at  least,  seemed  a  model  for 


the  new,  borderless  Europe.  Yet  Lars-Erik 
Forsgardh,  managing  director  of  the 
Swedish  Shareholders  Assn.,  always  had 
his  doubts.  He  had  clashed  often  with  Gyl- 
lenhammar, an  authoritarian  manager 
who  for  22  years  had  devised  many  ambi- 
tious, but  not  always  profitable,  schemes 
for  Volvo.  Forsgardh's  group,  which  rep- 
resents individuals  who  together  hold  only 
107"  of  Volvo  stock,  had  scored  several  vic- 
tories in  these  skirmishes,  yet  Gyllenham- 
mar kept  his  grip  on  Volvo.  This  time, 
though,  Forsgardh's  protests  were  to  be 
Gyllenhammar's  undoing. 
FINAL  STRAW.  It  started  on  Oct.  6,  when 
Forsgardh  registered  a  lone  note  of  dis- 
sent against  the  merger.  His  group  be- 
lieved Gyllenhammar's  plan  would  depress 
Volvo  shares.  The  most  egi'egious  part  of 


"We  gave  the  French  all  our 
ideas,  all  our  plans,  and  we  got 
notliing  in  return" 


any  guarantee  tlu 
nault  would  be 
tized,  because 
then   could  ^ 
shareholders 
any  gains.  "Fr 
shareholder's  po 
view,  I  couldn't 
of  a  worse  an- 
ment,"  says  Forsg 
Forsgardh  didn't 
then  that  many  Volvn 
agers  secretly  agreed 
him,  especially  since  Volvo 
isting  alliance  with  Renault  v 
going  nearly  as  smoothly  as  Vol\ 
Renault  wanted  the  world  to  believe 
Volvo  managers,  reluctant  to  speak 
nally,  started  leaking  confidential  inf 
tion  in  the  hope  of  destroying  the  nii 
Gradually  Forsgardh  and  other  instil 
al  investors  began  to  hear  from  nii- 
Volvo  executives  about  numerous  i 
of  friction,  especially  in  research  at 
velopment.  In  the  truck  division,  ' 
an  impenetrable  mess,"  says  one  s( 
"We  gave  the  French  all  our  ideas,  ;i 
plans,  and  we  got  nothing  in  return.' 

Things  were  just  as  serious  on  tl 
side,  where  engineers  have  been  w^ 
on  a  common  platform  that  both  Voh 
Renault  will  use  for  their  next-genei 
executive  car.  A  source  says  the  two 
couldn't  even  agree  on  which  way  tl 
gine  would  face:  Renault  designers  ' 
speak  French  to  one  another  whe' 
wanted  to  shut  out  Volvo  workers, 
whom  they  normally  spoke  Englis 
nault  says  the  alliance  has  had  "a  lot 
suits.  For  these  results,  some  peopi 
to  have  worked  well  together."  A 
spokesman  admits  there  were  proi: 
but  wouldn't  elaborate  further. 

Opposition  began  to  snowball 
word  spread  that  three  former  toiJ^ 
cials  were  against  the  deal,  includiniH 
kan  Frisinger,  Volvo's  CEO  from  U ' 
1987.  Says  one  Volvo  investment  ad- 
"We  didn't  realize  Mr.  Gyllenhamma^ 
so  many  personal  enemies." 

Just  as  investors  were  beginning  t 
railroaded,  Volvo  issued  a  second  pn 
tus  in  which  projected  savings  froi 
merger  rose  from  $4.8  billion  to  $T 
lion.  But  Volvo  never  said  where  the 
savings  would  come  from.  "The  sm^ 
figure  was  counterproductive.  Then* 
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ew  information  on  which  to  base  it,  ex- 
the  need  to  make  the  deal  look  bet- 
'  says  a  source  close  to  the  company, 
company  also  claimed  that  Renault 
Volvo  together  would  achieve  margins 
%  even  though  neither  one  has  had 
^ins  that  high  in  the  past  five  years, 
jspite  the  opposition,  Gyllenhammar 
Schweitzer  still  expected  victory.  To 
h  the  deal,  the  French  government 
lised  to  privatize  Renault  within  a 
and  not  abuse  its  voting  power  to 
t  Volvo's  influence.  It  also  flew  major 

0  shareholders  to  Paris  on  Nov.  24  to 
:  with  Schweitzer  and  hear  success 
es  about  the  alliance. 

it  when  shareholders  returned  home, 
ocal  press  carried  leaks  from  Volvo 
igers  on  problems  with  the  alliance. 
itors  felt  misled.  Says  one:  "If  top 
igers  have  doubts  about  a  big  merg- 
len  it  won't  work.  We  felt  it  would  fail 
•e  it  got  started.  '  Investors  went  to 
}  Chief  Executive  Soren  Gyll,  asking 
to  withdraw  the  proposal  when  the 

1  met  on  Dec.  7. 

NY?  One  of  the  flnal  blows  came  on 
30,  when  an  unnamed  Volvo  official 
;d  a  monthly  profit  report  that 
ed  Volvo's  earnings  jumping  sharply. 
;ontrast,  Renault's  earnings  nose- 
.  With  Gyllenhammar  in  the  U.  S., 
}olled  25  senior  car  and  truck  division 
gers  at  a  hastily  called  meeting  at  his 
.  All  but  a  handful  told  him  the  merg- 
)uldn't  work.  The  next  day  Gyll  in- 
;d  Gyllenhammar,  who  canceled  the 
II  ind  resigned. 

I  an  emotional  Dec.  6  letter  to  the 
I  enburg  Post,  Gyllenhammar's  wife, 
1  tina,  whose  father  was  once  Volvo 
nan,  accused  Gyll  of  betraying  her 
tnd  to  further  his  own  personal  ambi- 
"Your  'yes'  has  always  been  a  'no,'  " 
rote.  Gyll  strongly  denies  that  he  led 
any  such  mutiny. 

While  Swedes  take 
sides  in  this  bitter  de- 
bate, Volvo's  future 
rem.ains  uncertain. 
Both  Volvo  and  Re- 
nault have  said  they 
will  need  capital  in- 
jections totaling  $2 
billion  if  the  merger 
isn't  consummated. 
Analysts  say  Volvo  is 
likely  to  raise  cash  by 
selling  off  assets  un- 
related to  cars  and 
trucks,  dismantling 
ilijimmar's  10-year-old  diversification 
Ky.  The  question  now  is  whether 
will  try  to  salvage  the  Renault  alli- 
\  higger  question  is  whether  Volvo's 
iTTice  will  be  repeated  every  time  Eu- 
eorporate  giants  try  to  merge.  It  is 
1"  lesson  for  every  European  manag- 
loiider. 

By  Paula  Dwyer  in  Stockholm 
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CHRISTMAS  CAME  A  LITTLE  EARLY 
FOR  EUROPE'S  EXPORTERS 


The  Buba's  rate  cut  is  pushing  the  dollar  higher 
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efore  he  took  the  helm  at  Germa- 
^ny's  Bundesbank  in  October, 
President  Hans  Tietmeyer  vowed 
not  to  be  held  prisoner  by  financial  mar- 
kets clamoring  for  faster  interest-rate 
cuts.  But  now  it  looks  as  if  Tietmeyer  is 
giving  the  market  exactly  what  it  wants. 
The  Buba's  quarter-point  cut  in  money- 
market  rates  on  Dec.  2  may  be  setting 
the  stage  for  even  bigger  reductions  in 
coming  months.  Cheaper  German  money 
will  cheer  such  beleaguered  allies  as 
France,  Spain,  the  Neth- 
erlands, Belgium,  and 
Denmark,  which  quickly 
cut  their  own  rates  after 
the  Buba's  move. 

But  the  biggest  impact 
may  be  on  the  dollar. 
Falling  European  rates 
will  put  upward  pressure 
on  the  greenback.  That's 
good  news  for  Europe's 
hard-pressed  exporters. 
"A  rising  dollar  is  always 
good,"  says  Antoon  Van 
Betgem,  chief  financial 
officer  of  Belgium's 
Barco  Group,  a  maker  of 
large-screen  projectors.  Barco  aims  to 
lower  prices  in  the  U.  S.,  which  accounts 
for  25/'  of  its  sales,  and  ace  out  Ameri- 
can, Canadian,  and  Japanese  rivals. 

Despite  a  round  of  profit-taking  early 
in  December,  a  growing  number  of  econ- 
omists and  traders  believe  the  green- 
back is  poised  to  climb  as  much  as  129'  , 
to  at  least  1.8  marks,  next  year  (chart). 
And  "more  and  more  people  are  talking" 
about  the  dollar  rising  as  high  as  2 
marks  as  the  Buba  turns  up  the  money 
pump,  says  Merrill  Lynch  &  Co.  Europe- 
an strategist  Michael  Young. 
VOLVO'S  TURN.  Already,  the  dollar  has 
climbed  from  a  postwar  low  of  1.48 
marks  in  September,  1992,  to  around  1.7 
now — a  figure  widely  seen  to  be  the 
greenback's  new  floor.  And  with  the 
Buba  likely  to  take  an  additional  200 
basis  points  off  interest  rates  next  year, 
further  gains  are  in  the  offing.  Daimler 
Benz  Chairman  Edzard  Reuter,  for  one, 
expects  the  German  auto  maker  to  see 
profit  margins  widening  in  the  U.  S.  Sim- 
ilarly, Jean-Francois  Phelizon,  CFO  at 
France's  Saint-Gobain,  says  he  is  already 
regaining  market  share  as  the  rising  dol- 
lar squeezes  American  exporters  of  pa- 
per products. 
Gains  for  European  exporters  have 


been  even  more  pronounced  a  short  dis- 
tance from  the  mark  zone.  Italian  appli- 
ance maker  Candy  Elettrodomestici  has 
used  the  weak  lira  to  boost  sales  within 
the  European  Community  by  17%  this 
year,  and  to  lift  them  by  a  stunning  35% 
outside  of  Europe.  And  then  there's 
Volvo.  Riding  the  back  of  a  38%  krona 
devaluation  against  the  dollar  a  year 
ago,  the  Swedish  carmaker  expects  to 
sell  70,000  autos  in  the  U.  S.  this  year, 
up  from  67,900  in  1992,  and  beat  Germa- 
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ny's  Volkswagen  for  the  first  time  in 
five  years. 

U.  S.  companies  such  as  Microsoft 
Corp.,  however,  aren't  happy.  Cutthroat 
global  competition  means  it  hasn't  been 
able  to  raise  prices  to  compensate  for  a 
stronger  dollar.  The  U.  S.  software  giant 
estimates  the  higher  greenback  cut  its 
revenues  about  5%,  or  $40  million,  in  the 
first  fiscal  quarter  that  ended  Sept.  30. 

Still,  no  one  expects  anything  like  a 
return  to  the  superdollar  years  of  yore. 
Indeed,  a  weak  U.S.  savings  rate  and  a 
trade  deficit  soaring  toward  an  estimat- 
ed $200  billion  in  1994  may  eventually 
cap  the  dollar's  rise.  Merrill's  Young,  for 
example,  frets  that  the  greenback  might 
plunge  back  below  current  levels  against 
the  mark  as  early  as  next  year's  third 
quarter. 

That  would  bring  some  relief  to  U.  S. 
multinationals.  But  it  also  would  leave 
hard-pressed  overseas  manufacturers 
toughing  out  a  listless  recovery  without 
a  dollar-led  export  boost.  And,  by  the 
way,  asking  their  hard-nosed  central 
bankers  for  even  easier  money  to  get 
their  currencies  down  again. 

By  Bill  Javetski  in  Paris,  with  Larry 
Holyoke  in  Tokyo,  Richard  Brandt  in  San 
Francisco,  and  bureau  reports 
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IBM  Software 


IBM  IS  a  registered  trademdf  k  and  Information  Waiehouse  is  a  traOt-iMji  -  <_>'  \  'nt^:i  idi->jiidi  b:j-^.ri<."^s  M.-i.rn,  if„  cuiijuidtiun  All  ulhffj  drr  itddfinarKs  'jWI-  l.(>'p<  ndtn-'n     Ti.-o  ibf. 


'IBM  s  Information  Warehouse 

is  helping  us  fit  more  markets. 

faster  and  better."  IjVnn  Hazlett,  Vice  President- 
Business  Systems,  I  F  Corporation.  Some  companies  have  so  mucli  (lata 
scattered  in  so  many  places,  th<'y  can't  even  begin  to  get  at  it.  Much  less  make  sen.'- 
of  it.  But  VF  (Corporation  positively  thrives  on  the  stull. 

Using  IBM  s  Information  Warehouse"  framework,  they  built  a  system  that  pulls 


iy  sales  data  (roni  over  35,000  stores  and  turns  it  into  market  intelligence,  revealing 

tomer  buying  trends  as  they  lia[)pen.  So  while  their  competitors  are  guessing, 
knows  exactly  what's  going  on  and  can  do  something  about  it. 

a  result,  VF  s  manufacturing  cycle — lor  Lee,  Wrangler,  Jantzen,  Vanity  Fair  and 
other  brands — has  gone  Irom  tlie  usual  15  days  to  5,  and  they're  restocking  retailers 
days  instead  of  TO/PheyVe  also  learning  what  it  takes  to  enter  new  markets  more 
lictably  and  successfully,  which  helps  explain  their  consistent  growth, 
et  their  raw  material  is  what  everyone  else  has,  data.  I  he  difference  is  their  ability 
ill  it  together  quickly  from  radically  different  sources  and  to  present  it  in  a  way 
s  clear  and  enlightening.  IBlVFs  Information  Warehouse  framework  provides  an 
y  of  client/server  products  and  services  which  makes  that  possible,  and  it  can 

1 1  for  you,  too,  whether  your  current  hardware  and  software  are  from  IBM  or  not. 
uddenly  data  that's  trapped  around  your  company  will  become  infinitely  more 

Mill,  and  the  only  data  you  need  to  gel  started  is  this:  1  800  lBM-0045,  ext.  50. 


I  Tes  never  been  a  better  time  to  do  business  with 


1 
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BRITAIN  I 


GEORGE  BULL  MUST  WHIP  THE  $  1 1  BILLION  LONDON  COMPANY  INTO  SHAPE 


A  GRAND  DESIGN  FOR 
GRAND  MET 


The  conglomerate's  new  CEO  wants  to  zero  in  on  core  brands 


Give  George  J.  Bull  credit  for  a 
certain  candor.  The  new  chief  of 
Britain's  Grand  Metropolitan  PLC 
has  a  message  to  convey:  "Grand  Met  is 
no  longer  a  conglomerate.  It  is  a  highly 
focused,  branded  food  and  drinks  busi- 
ness." Sounds  like  a  typical  big-think 
line  from  a  chief  executive.  But  here  the 
candor  comes  in:  "I  don't  expect  anyone 
to  believe  me,"  Bull  adds. 
"We'll  just  have  to  prove  it." 

British  and  American  in- 
vestors would  love  to  see 
such  proof.  In  its  31-year  his- 
tory, Grand  Met's  executives 
have  demonstrated  little  in- 
terest in  corporate  strategy, 
preferring  the  thrill  of  buy- 
ing and  selling  assets  at  a 
dizzying  pace.  Since  1987, 
Grand  Met  has  bought  spirits 
maker  Heublein  Inc.  and 
food  marketer  Pillsbury  Co. 
Over  the  same  period,  it  sold 
the  Intercontinental  Hotels 
group,  Britain's  William  Hill 
betting  shops,  and  the  Chef 
&  Brewer  pub  chain. 
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Yet  for  all  the  getting  and  shedding. 
Grand  Met  shares  have  drifted  down  on 
the  New  York  Stock  Exchange  from  a 
high  of  37  in  1992  to  27  or  so  today. 
Earnings  for  the  $11.3  billion  company 
sank  31'^<  in  the  year  ended  Sept.  30, 
after  $423  million  in  write-offs  and  other 
charges. 

So  it's  encouraging  to  hear  that  Bull, 


GRAND  MET'S  BUSINESS  MIX 

TOTAL  SALES*  S11.3  BILLION  OPERATING  PROFITS  5l.4  BILLION 


^  17.8% 

i:):iMlli:H  BURGER  KING,  PEARlt  VISION    f^iJJJiJ  J&B,  SMIRNOFf,  BAILEYS 
l-M']  -!  PILLSBURY,  GREEN  GIANT,  BROSSARD 

YEAR  ENDED  SEPI.  30, 1993,  EXCLUDING  DISCONTINUED  BUSINESSES  DATA:  COMPANY  REPORTS 


who  took  over  on  Dec.  1,  actually  w;| 
to  manage  some  brands.  But  the  corj 
ny's  well-known  assets  are  all  over! 
lot,  ranging  from  Burger  King  res^ 
rants  to  Pearle  Vision  Centers  to  Gii 
Giant  vegetables  (charts).  Whipjjj 
these  into  some  coherent  whole  will  | 
plenty  of  management  savvy.  > 
At  least  the  57-year-old  Bull  kr^ 
what  it  is  to  be  a  marketer — unlik(| 
the  financial  experts  who  preceded  i 
as  CEO.  In  over  three  decades  at  Int« 
tional  Distillers  &  Vintners  Ltd.  ( 
Bull  played  a  key  role  in  turning  a  si{ 
outfit  into  the  world's  largest  spi 
company.  Not  only  did  he  support 
new  brands  as  Baileys  Original 
Cream  Licjueur  but  he  was  closely 
volved  in  the  Heublein  accjuisition, 
snared  Smirnoff,  the  No.  1  vodka. 
STRONG  SPIRITS.  Along  the  way,  ^ 
gained  a  reputation  as  a  tough  bu| 
spiring  manager  who  conducts  hin 
with  a  military  bearing  acquired  a 
officer  in  Britain's  elite  Coldstr 
Guards.  Tim  Ambler,  a  research  f( 
at  the  London  Business  School  ai 
former  IDV  executive,  recalls  how 
acted  when  a  severe  business  slum 
IDV's  British  division  in  the  early  li 
Bull,  head  of  the  unit,  donned  a 
War  II  helmet  and  told  his  troop 
stiffen  their  resolve.  The  pep 
helped — as  did  the  layoffs  and  streai 
ing  Bull  then  pulled  off. 

Bull  has  yet  to  articulate  his 
grand  design  for  Grand  Met,  altb 
he  does  say  the  company  will  mail 
or  expand  its  $1.3  billion  marketing 
get.  A  review  shows  that  liquor  ren 
the  strongest  spot,  thanks  to  a  stab 
premium  brands — and  despite  the  lo 
distribution  rights  for  Absolut  vodl 
late  1994. 

Yet  many  operations  need  help, 
profits  in  Europe  are  down  32% 
sales  growth  gets  tougher  to  come 
its  big  recession-wracked  markets, 
has  been  looking  for  growth  fai 
afield.  It  has  set  up  trs 
companies  and  bought  u 
cal  brands  in  Asia, 
America,  and  the  forme 
viet  bloc. 

In  the  U.  S.,  cheaper 
vate-label  veggies  are  t? 
on  Green  Giant  Co.,  the 
ket  leader  in  frozen  ve 
bles.  In  September,  the 
sion  took  a  $96  millio: 
structuring  charge  to  sh 
four  plants  and  lay  ofl 
workers.  To  avoid  price 
Green  Giant  is  concentr 
on  such  higher-margin 
ucts  as  Pasta  Accents, 
ta  and  vegetable  combo 
pushing  overseas. 


INTERNATIONALE 


Vt  Burger  King  Corp.,  franchisees 
nplain  that  Grand  Met  has  sacrificed 
-line  growth  for  short-term  profits. 
-  the  year  ended  Sept.  80,  profits  were 
8%,  to  $252  million.  "Grand  Met  can 
e  bows  about  how  profitable  Burger 
ig  has  become,  but  what  they  did  is 
the  heart  out  of  it,"  says  one  long- 
e  U.  S.  franchisee  who  complains  of 
oacks  in  field  support, 
ndeed,  while  McDonald's  Corp.  and 
ndy's  International  Inc.  posted  U.  S. 
-ket  share  gains  in  1992,  Burger 


King's  share  slipped  to  16.2%  from 
16.6%.,  according  to  market  researcher 
Technomic  Inc.  Bull  acknowledges  these 
concerns  but  points  out  that  Burger 
King  opened  540  new  outlets  last 
year  and  is  now  pursuing  a  promising 
strategy  to  offer  discount  "value" 
meals. 

Bull  still  has  asset-lopping  to  do. 
Losses  at  the  Pearle  Vision  Centers  are 
narrowing,  but  analysts  believe  that  as 
soon  as  the  eye-care  chain  is  healthy,  it 
will  be  sold.  And  Bull  must  keep  cutting 


back  Grand  Met's  sizable  $4.2  billion 
debt.  The  sale  of  the  Chef  &  Brewer  pub 
chain  for  $1.1  billion  will  help  lower  debt 
for  fiscal  1994.  But  investors,  leery  of 
the  company's  shaky  equity  base,  want 
more  cuts.  As  he  strives  to  convince  the 
markets  that  Grand  Met  is  a  winner, 
George  Bull  should  remember  the  motto 
of  his  old  army  outfit,  the  Coldstream 
Guards:  There  are  no  excuses. 

By  Julia  Flynn  in  London,  with  Lois 
Therrien  in  Chicago  and  Gail  DeGeorge  in 
Miami. 


ICO  I 


III  TRADE 

ND  FREEDOM  OF  THE  PRESS? 


xico  relaxes  control  of  the  media  as  it  remakes  the  economy 


Aexico  City's  newest  daily  news- 
paper is  aptly  named:  Reforma. 
While  many  other  papers  are 
gating  stories  on  the  fraud-tainted 
.  28  elections  in  Yucatan  state  to 
le  pages,  Reforvia  keeps  blasting 
government  with  front-page  articles 
ng  the  scandal  a  "political  soap  op- 
'  Much  of  Mexico's  media  is  under 
government's  thumb,  but  the  $50 
on  startup  owned  by  Ale- 
ro  Junco  de  la  Vega,  an 
pendent-minded  Monter- 
publisher,  is  not  afraid  to 
I  k  out. 

i  lat's  good  news.  Reforma 
\  front-runner  in  forging  a 
(  kind  of  journalism  in 
!j  ico.  As  free  trade  re- 
\  5s  the  country's  economy, 
!l  icans  are  demanding  a 

'  open  flow  of  informa- 
\  It  will  be  difficult  to 
i 've.  Mexico's  government 
i  it  is  implementing  politi- 
i  sforms  to  make  the  coun- 
(  lore  democratic,  but  jour- 
\  its  from  the  tightly 
\  •oiled  radio  and  TV  sta- 
i  are  still  being  hassled 
!|  interviewing  opposition 
i  Ts.  The  government  goes 
i  T  on  print  journalists, 

y  because  only  about  15% 

exicans — the  political  and 

)mic  elite — read  newspapers 

izines. 

SED  PALMS.  For  decades,  the  Mexi- 
nedia  have  had  an  unhealthy,  some- 
■  incestuous  relationship  with  the 
'nment.  Broadcasters  have  been 
to  criticize  official  policies  because 
and  TV  concessions  are  easily 
;d  away.  Underpaid  reporters  used 
'cept  cash-stuffed  envelopes  from 
■nment  agencies  or  political  parties 


to  put  a  certain  spin  on  news.  Even  to- 
day, the  government  inserts  paid  articles 
in  many  newspapers,  forking  over  as 
much  as  $30,000  for  a  bylined  front-page 
story.  In  many  cases,  more  than  half  of 
the  ad  revenue  comes  from  the  state. 
"They  depend  so  much  on  the  govern- 
ment that  a  small  tightening  of  the 
screws  is  enough  to  influence  coverage," 
says  Rafael  Rodriguez  Castaneda,  the 


THE  GOVERNMENT  IS  EASIER  ON  NEWSPAPERS  THAN  ON  RADIO  AND  TV 


and 


managing  editor  of  Proceso  magazine. 

But  that  may  soon  change.  Increased 
cross-border  investment  under  NAFTA 
could  generate  significant  new  sources 
of  advertising  in  Mexico.  Reformat 
Sunday  edition,  for  example,  is  packed 
with  ads  from  stores  in  Texas.  Financial 
independence  will  make  editorial  inde- 
pendence possible.  "Economic  reform  in 
an  authoritarian  state  like  Mexico  weak- 
ens the  system  and  opens  up  opportuni- 


ties for  other  sources  of  power,"  says 
Raymundo  Riva  Palacio,  news  editor  of 
leading  financial  daily  El  Financiero. 

Some  of  the  Mexican  media's  new- 
found independence  is  due  to  govern- 
ment initiatives.  A  year  ago,  the  Salinas 
Administration  banned  federal  cash  pay- 
ments to  journalists  and  started  charg- 
ing them  for  their  expenses  on  presiden- 
tial trips.  "The  aim  is  to  make  the 
relationship  between  government  and 
media  more  transparent,"  says  Gabriel 
Guerra,  deputy  presidential  press  secre- 
tary. However,  the  practice  of  paying 
off  reporters  is  still  widespread  at  the 
local  and  state  levels. 
LONG  FIGHT.  Next  year's  presidential 
elections  will  offer  a  serious  test  of  Mex- 
ico's media  freedom.  In  September,  not- 
ed commentator  Miguel  Angel  Granados 
Chapa  lost  his  radio  show  af- 
ter he  aired  an  interview  with 
opposition  presidential  candi- 
date Cuauhtemoc  Cardenas, 
who  many  believe  was  the 
real  winner  of  the  1988  elec- 
tions. Granados  says  he  was 
dropped  because  regulators 
threatened  to  cancel  one  of 
the  radio  network's  seven  con- 
cessions. "The  government  is 
extremely  concerned  over 
what  radio  audiences  hear  on 
the  air,  because  that  is  where 
the  ruling  party  gets  most  of 
its  votes,"  he  says. 

Unleashing  Mexico's  long- 
subdued  media  will  be  a  long 
process.  Over  two  decades, 
Junco's  Monterrey  daily  has 
editorialized  against  every- 
thing from  the  expropriation 
of  farm  lands  to  nationalizing 
banks.  Those  views  netted 
him  government  harassment 
and  some  time  in  exile.  But  times  are 
changing.  'We've  come  a  long  way," 
marvels  Junco.  "Just  a  few  years  ago,  I 
wouldn't  have  dreamed  that  we  could 
start  a  new  newspaper  in  Mexico  City 
without  being  considered  an  enemy  of 
the  government."  The  question  now  is 
how  well  the  country's  authorities  will 
deal  with  increased  scrutiny  from  the 
press. 

By  Geri  Smith  in  Mexico  City 
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THIS  HAS  TWIN  INDEPENDEII 
HANDIES  BEAUTIFULLY  0 
IT  SHOULD  REQUIREI 


Meet  the  Panasonic  Smooth  Operator  II  Wet/Dry 
Razor.  It's  an  extraordinary  piece  of  engineering 
technology  that  lets  you  decide  if  you'd  like  to  shave 
wet  or  dry. 

DON'T  TRY  THIS  WITH  ANY 

f^m  ORDINARY  PLUGGED-IN  RAZOR 
_\   Panasonic  believes  if  you're  going  to 
spend  your  hard-earned  money  on  an 
electric  razor,  that  razor  should  give 
you  the  option  of  shaving  wet 
with  lather,  or  dry. 
The  Smooth  Operator'  provides  a 
close,  fast  and  comfortable  shave 
when  used  dry-you  may  ask  yourself,  >^ 
"why  bother  with  wai'^  r  and  lather?"  \ 
The  answer  is  simple-hoi  water  softens 
the  skin  and  makes  the  beard  more  pliable 
Lather  lubricates  the  skin  (thereby  reducing 


i 

( 


friction)  and  expands  the  beard  bristles  to  expose 
more  hair  root.  Shaving  with  any  Smooth  Operat 
razor  using  water  and  lather  unites  the  comfort  o' 
electric  shave  with  the  closeness  of  a  warm  we! 
shave,  giving  you  the  advantage  of 
both  worlds.  Naturally,  it's  fully 
immersible  for  easy,  thorough 
cleaning. 


TWIN  INDEPENDENT 
SUSPENSION 

The  Panasonic  Smooth 

Operator  II  is  equipped 
with  a  state-of-the-art  twin  independent 
suspension  system  known  as  FLOAT  CONTRO 
This  allows  its  two  shaving  heads  to  more 
efficiently  follow  the  contours  of  your  face, 
moving  up  and  down  independently  of  eocf 
other.  The  FLOAT  CONTROL™  system  also  hc( 


SPENSION,  8500  RPMs, 
ET  OR  DRY  SURFACES... 
ENSE  TO  OPERATE. 


action  which  cushions  any  sudden  pressure 
from  bumps  or  angles  of  the  skin  surface, 
.ult  is  not  only  a  shave  of  exceptional 
3SS,  but  also  unexpected  comfort. 
R  TO  SPARE 

nasonic  Smooth  Operator  II 
ered  by  an  advanced  nickel- 
jm  rechargeable  battery  which  can 
average  operating  times  from  35  to 
lutes  depending  on  model.  The  motor 
'epresents  the  latest  development  in 
■  )nic  technology  to  make  shaving  fast 
0!  ective. 

H  FOIL  PATTERN 

3   on  the  Smooth  Operator  II  is  an 
j  ?ring  marvel  within  itself, 
jfi^  ter-aided 
tJC  design  and 


o  ©  ® 


i  Secondary 
Catchers 


production,  its  three-hole  pattern  incorporates 
enticers,  capturers  and  secondary  catchers.  This 
efficient  design  helps  ensure  various 
hair  types  are  captured  and 
cut.  The  superthin 
titanium-coated  foil    O  Entrcers  - 
provides  sustained  ©c^piurers 
sharpness  and  is  ex- 
tremely durable  for  close 
shaving  and  long  life. 

The  Smooth  Operator  II  is  quite  an 
achievement,  even  by  Panasonic  standards.  It 
promises  to  deliver  our  closest,  most  comfortable 
shave  available  today.  And,  by  allowing  you  the 
option  of  wet  or  dry  shaving,  Panasonic  gives 
you  what  any  good  high-performance  machine 


®  ©  o 


should.  The  flexibility  and  performance 

Panasonic  SMOOTH  OPERATOR*  demand. 
SMOOTHER  THAN  YOU  EVER 
THOUGHT  YOU'D  BE. 
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GERMANY:  WHY  CHANCELIOR  KOHL 
ISN'T  HISTORY  YET 


With  just  11  months  to  go  l)efore  national  elections 
next  October,  Helmut  Kohl,  the  imposing  11-year 
fJerman  Chancellor,  suddenly  looks  vulnerable.  In  a 
recent  east  German  municipal  election,  his  Christian  Democrat- 
ic Union  (CDU)  party  placed  a  humiliating  third.  This  was 
just  the  latest  of  several  recent  setbacks. 

Inside  the  CDU,  a  nascent  "Dump  Kohl"  movement  is  gath- 
ering steam.  Party  brass  talk  openly  about  scenarios  for 
Kohl's  departure.  Some  are  privately  saying  that  they  would 
like  to  see  the  Chancellor  step  aside  to  make  room  for  a 
fi'esh  face.  It's  also  much  rumored  that  Kohl's  Fi-ee  Democrat- 
ic Party  allies  will  bring  down  the 
government  by  pulling  out  of  the  coali- 
tion. "Kohl's  Power  Ebbs  Away— The 
End  of  an  Era,"  says  the  cover  of  the 
latest  Z)er  Spiegel  magazine,  reflect- 
ing the  general  mood  in  Bonn. 
BESIEGED  CENTER.  It's  probably  too 
soon,  however,  to  say  that  the  63- 
year-old  Kohl  is  history.  Although  his 
chief  opponent,  new  Social  Democrat- 
ic Party  (SFD)  leader  Rudolf  Scharjjing, 
has  a  big  lead  in  the  popularity  polls, 
in  Germany's  complex  multiparty  sys- 
tem that  does  not  necessarily  mean 
the  SPD  will  win  enough  Bundestag 
seats  to  gain  the  Chancellor's  office. 
And,  despite  all  the  CDU  discontent,  there  are  no  obvious 
successors  to  Kohl  in  the  party. 

But  German  politics  is  certainly  changing  in  disconcerting 
ways.  With  the  economy  stagnant  and  unemployment  rising 
sharply,  the  center  is  weakening.  Neo-Nazi  parties  are  coming 
up  on  the  right,  while  in  eastern  Germany,  former  Commu- 
nists, known  as  the  Party  of  Democratic  Socialism  (PDS|,  are 
taking  votes  away  from  the  C'DU. 

The  big  i-isk  now  is  that  the  marathon  of  19  local,  state,  and 
national  elections  next  year  will  usher  in  a  long  and  debilitat- 
ing period  of  political  gi'idlock.  The  spD  needs  only  to  win  pow- 


KOHL'S  WANING  POWER  MAY  BRING  GRIDLOCK 


er  in  two  more  statehouses  to  have  a  two-thirds  bloc 
majority  in  the  Bundesrat  upper  house.  That  would  me 
could  torpedo  finance  bills  and  constitutional  amendment 
quired,  for  example,  to  privatize  the  phone  company. 

Such  paralysis  is  the  last  thing  Germany  needs  at 
point.  Already,  business,  labor,  and  government  are  hav 
tough  time  reformulating  the  social  contract  that  has 
tributed  so  much  to  the  strong  post- World  War  II  econc 
But  if  current  trends  continue,  Kohl's  CDU  and  its  pr( 
partner,  the  P'DP,  might  not  win  enough  seats  to  form  a 
tion.  That  would  probal)ly  force  the  CDU  into  a  "gi'and  > 
tion"  with  the  other  main  pai 
Kohl  considers  such  a  govern; 
hopelessly  unwieldy  and  has  vi 
that  he  would  not  serve  at  the 
COMEBACK  KINO?  Of  course, 
could  change  in  11  months.  Koh"i 
canny  political  infighter  who  has  | 
written  off  before.  The  last  atfcaj 
by  rival  party  barons  to  oust  hi  i 
CDU  leader  in  1989  flopped,  an  1 
easily  won  a  third  term  as  Chan<ll( 
in  1990,  riding  the  wave  of  Gens 
reunification  euphoria.  But,  says  ;'o 
porate  leader  and  Kohl  confi- 
"without  unification,  he  would  . 
been  out."  This  time,  though,  niu 
stant  miracle  is  in  sight.  The  mood  in  Kohl's  office  is  mo)3 
Kohl  "isn't  listening  to  anybody  anymore,"  gripes  an  aid 

Meanwhile,  Kohl  has  mapped  out  a  strategy  of  positiciir 
himself  as  the  best  bet  to  cut  unemployment,  spark  recojr 
and  restore  competitiveness.  The  opposition  parties  are  ; 
ing  into  his  hands  by  calling  for  more  spending  financ( 
higher  taxation.  Kohl  says  what's  needed  is  !abor-ni. 
flexibility,  a  push  for  private  investment,  and  changes  i' 
welfai'e  system  to  end  the  disincentive  to  work.  It  just  ni: 
a  strong  enough  message  to  ride  to  victory. 

By  John  Templeman  in  m 


GLOBAL  WRAPUP I 


MEXICAN  POLITICS  AS  USUAL  

Mexico's  often  promised  move  to- 
ward more  democratic  elections 
has  again  taken  a  detour.  Just  10  days 
after  the  U.  S.  Congress  approved  the 
North  American  Free  Tr-ade  Agree- 
ment, state  elections  in  the  Yucatan 
were  marred  by  mysterious  blackouts 
at  polling  places,  vote-count  discrep- 
ancies, and  other  irregularities.  Oppo- 
sition leaders  asked  for  the  results  to 
be  thrown  out,  but  their  request  was 
turned  down.  The  ruling  Institutional 
Revolutionary  Party  (PRI)  handily  won 
the  governorship  and  most  other  elect- 
ed offices.  Mexico's  increasingly  vocal 
political  opposition  says  the  Yucatan 


elections  cast  doubt  on  the  Salinas  Ad- 
ministration's pledge  to  hold  open,  fair 
presidential  elections  in  August,  1994. 

WILL  XEROX  SHAKE  RANK?  

Analysts  wonder  whether  Stamford 
(Conn.)-based  Xerox  Corp.'s  re- 
cent announcement  of  a  worldwide  re- 
str"ucturing  will  rock  Rank  Organiza- 
tion PLC,  Britain's  largest  leisure 
company.  The  companies  are  closely 
linked.  Rank  gets  roughly  half  of  its 
earnings  from  Rank  Xerox  Ltd.,  a  $4.4 
billion  joint  venture.  In  recent  weeks. 
Rank's  CEO,  Michael  B.  Gifford,  has  in- 
dicated that  he  was  hoping  for  Xerox 
to  buy  out  Rank's  49%  stake  in  Rank 
Xerox.  This  greatly  excited  investors. 


Rank's  stake,  which  includes  a  h(' 
ing  in  Fuji  Xerox  Co.,  is  thought  d  ' 
worth  up  to  $2.2  billion.  Now,  tht 
doubt  that  a  belt-tightening  X( 
would  go  through  with  such  a  m()\ 

ISRAELI-ARAB  ENERGY  SCHEMES 

Desjjite  slow  pi'ogress  in  talks 
the  Palestinians,  Israel's  econ( 
ties  to  the  Arab  states  may  gro\* 
raeli  investor  Joseph  Maiman  i 
volved  in  a  promising  scheme  to  1 
an  oil  refinery  near  Alexandria,  jif 
Israelis  are  also  trying  to  persuf' 
Egypt  to  supply  them  with  natural 
by  pipeline  and  are  commissionii 
feasibility  study  on  this  and  other 
ural  gas  options. 
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In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  amtimws  to  drive  PCMCIA  tcdiiiology: 
A  2.01  Lompliaiit  Type  II  slot  fxpiiinh  your  options 
jor  storage,  fax/niodaiis,  networking,  and  the  future. 


Tlie  iicii'  AeeuPoiiil''''  isometric  pointing  device 
works  III  coiijuiietioii  wiili  click  and  drag  buttons 
loculcd  comloriably  bcneaili  tbe  thumbs. 


INTRODUCING  THE! 
A  WORK  OF  ARTil 


Toshiba  engineers  haven't  just  redesigned  the  portable  renowned  color  active  matrix  or  high-contrast  backlit 
computer,  they've  reinvented  it:  The  Portege  T3400      monochrome  displays.  Toshiba  designers  have  even 

Series.  Never  before  has  a  computer  so    created  the  optional  Port  Replicator  for 

perfectly  balanced  mass  and  speed.  -PORT-EOE^  simple,  single-point  connection  to  your 

Now  you  can  travel  with  a  system    desktop  environment.  See  how  far 

smaller  than  a  notebook,  yet  graced  with  the  feel  of  a     Toshiba  has  taken  every  aspect  of  portable  computing. 

full-size  system.  Portege  is  driven  by  the  full  force  of      And  think  where  it  can  take  you. 

an  i486  'SX/33  processor,  and  shines  with  Toshiba's         Call  1-800-457-7777  for  the  dealer  nearest  you. 

"^""^  In  Touch  with  Tomorrow 

TOSHIBA 


THE  SHAPE  OF  THINGS  TO  GO!' 


In  Touch  with  Tomorrow 

TOSHIBA 

«/  l>-)93T()'.hiha  America  Informjlion  Svsltnis,  lii^.  All  pr.nliMs  mdiukd  b\  Irjiknutk  ^^mllni^  jr'  ir.idcmjrktd  jnd/nr  registered  by  ihcir  respective  companies. 
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rOUR  FATHER'S  WARTBURG:  HIRES  ARE  CHOSEN  FOR  TEAMWORK  ABILITY  AND  INTENSIVELY  TRAINED  FOR  JUST-IN-TIME  MANUFACTURE 


M'S  GERMAN 
ESSONS 


the  Eisenach  plant's  lean  production  transfer  to  the  U.S. 


1  Rearing  uniform  gray  slacks 
and  a  white  button-down 
■»  shirt,  Volker  Keyser,  29, 
among  the  Corsa  cars  gliding  down 
ssembly  line.  An  eastern  German 
)nce  installed  heating  systems.  Key- 
pads the  eight-member  tire-and- 
1  team  at  the  year-old  Adam  Opel 
in  Eisenach,  just  inside  the  for- 
Cast  German  border.  Twelve  weeks 
ining  jolted  him  out  of  the  passiv- 
lat  plagued  communist-era  work- 
le  speaks  up  with  new  ideas  and 
hesitate  to  stop  the  line  if  he 
5  something  is  wrong.  It  "was  a 

i'i  nge,"  Keyser  says.  "But  now,  I 
:onfidence." 

'\  does  Opel.  Tucked  in  a  valley  be- 
le  Wartburg  castle  where  Martin 


r  translated  the  New  Testament 


t-i  ierman  in  1521,  the  $600  million 
Siach  plant  is  also  revolutionizing 
e  ay  people  think.  By  adopting  and 


adapting  lean  manufacturing  principles, 
the  General  Motor's  Corp.  unit  is  plotting 
to  beat  the  Japanese  at  their  own  game. 
Opel  is  turning  to  low-inventory,  just-in- 
time  parts  delivery,  flexible  teams  of 
workers,  and  kaizen,  or  continuous  im- 
provement. The  plant's  achievement  isn't 
concocting  new  approaches  but  choos- 
ing the  best  of  many  proven  ones. 
"They've  packaged  together  the  global 
best  practices  in  the  industry,"  says  John 
Lawson,  research  director  at  DKI/Mc- 
Graw-Hill  in  London.  "The  productivity 
levels  will  make  competitors'  mouths 
water."  That's  critical  as  Europe's  auto 
market,  with  unit  sales  down  15.2%  this 
year,  wallows  in  a  prolonged  slump. 

The  remodeling  won't  stop  with  Eu- 
rope. GM  Chief  Executive  Jack  Smith 
got  hooked  on  lean  concepts  a  decade 
ago,  when  he  helped  set  up  New  United 
Motor  Manufacturing  Inc.  (NUMMI),  GM's 
California  joint  venture  with  Toyota  Mo- 


tor Corp.  But  headquarters  in  Detroit 
failed  to  build  on  these  early  insights.  In 
fact,  despite  the  success  of  its  own  Sat- 
ui'n  unit,  GM  has  fumliled  the  transfer  of 
lean  manufacturing  into  the  heart  of  its 
operations.  Many  plants  are  still  poorly 
laid  out,  carry  excess  inventories,  and 
have  large  areas  where  just  assembled 
cars  must  be  repaired  before  they  are 
shipped.  Not  about  to  miss  a  second 
chance.  Smith,  who  headed  GM  Europe 
from  1986  to  1988,  plans  to  use  Eise- 
nach as  a  mfxlel  for  revamping  (;m's  auto 
manufacturing  worldwide.  "We've  got  to 
convert  the  rest  of  our  plants  to  that 
type  of  operation,"  he  declares. 
"LEADERSHIP."  That's  one  reason  Thom- 
as W.  LaSorda,  39,  the  head  of  Opel 
Eisenach  since  it  was  a  muddy  field  in 
1990,  has  just  returned  to  the  U.  S.  as 
manufacturing  manager  for  the  Cadil- 
lac/Luxury Car  unit.  He'll  oversee  pro- 
duction of  Cadillacs  and  some  Buicks, 
Oldsmobiles,  and  Pontiacs  at  three  of 
Gm's  most  important  plants.  And  Job 
One  for  him  is  to  advance  lean  practices 
in  a  division  that  has  made  big  gains  in 
quality  but  is  struggling  to  adopt  a  raft 
of  new  manufacturing  techniques.  "It's 
the  leadership  that  makes  it  work,"  says 
Arvin  F.  Mueller,  general  manager  of 
gm's  North  American  operations  techni- 
cal center.  "That's  an  art." 

At  Eisenach,  it's  more  like  a  religion. 
In  the  late  1980s,  as  Opel  was  recovering 
from  years  of  losses,  Robert  J.  Eaton, 
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then  CM  Eui'ope  president,  assigned  four 
senior  managers  to  rethink  its  manufac- 
turing philosophy.  They  set  up  "model 
shops"  within  Opel  factories  to  test  team- 
work and  other  methods,  a  step  that 
quickly  cut  inventories  by  60%  to  80% 
and  space  requirements  by  30%  to  50%. 

Eisenach  provided  an  ideal  way  to 
expand  the  experiments  to  plant-size 
scale.  By  1990,  Opel  had  bought  assets 
of  the  state-run  auto  maker  that  had 
assembled  Wartburgs,  East  Germany's 
boxy  version  of  an  upscale  car.  Opel 
staffed  its  new  factory  from  the  defunct 
plant's  pool  of  workers,  hiring  only  those 
who,  in  an  intensive  interviewing  pro- 
cess, seemed  to  demonstrate  an  ability 
to  work  in  teams.  Then,  it  gave  them 
extensive  training,  using  Lego  blocks, 
for  example,  to  illustrate 
the  just-in-time  process. 

To  manage  the  plant, 
then  Opel  President 
Louis  Hughes,  another 
NUMMI  alumnus,  recruit- 
ed evangelists  from  GM's 
two  main  joint  ventures 
with  the  Japanese— 
NUMMI  and  CAMI  Auto- 
motive Inc.,  the  Cana- 
dian GM-Suzuki  Motor 
venture.  "We're  like  mis- 
sionaries, because  this  is 
something  you  have  to 
beUeve  in,"  says  Eric  R. 
Stevens,  a  former  CAMI 
manager  who  replaced 
La  Sorda  at  Eisenach. 

TOUGH  BENCHMARK.  The 

emigres  set  out  make  their  new  factory's 
space,  manpower,  transport,  and  ware- 
housing requirements  about  half  those  of 
Opel's  other  plants.  Eisenach's  2,000  em- 
ployees will  build  a  car  in  under  20 
hours  when  the  plant  hits  its  annual  ca- 
pacity of  1.50,000  units  next  year.  GM's 
U.  S.  plants  aren't  anywhere  near  as  ef- 
ficient, and  the  average  European  plant 
took  36.2  hour's  in  the  late  1980s.  Nissan 
Motor  Co.'s  Sunderland  (England)  as- 
sembly line,  the  region's  benchmark,  can 
build  a  Micra  in  10.5  hours  and  a  Prime- 
ra  in  12.5  hours.  "Sunderland  is  a  fairly 
scorching  benchmark,"  says  dri's  Law- 
son.  But  he  adds  that  the  companies  in- 
clude different  tasks  in  their  calculation 
of  assembly  time.  The  efficiency  of  the 
two  plants  is  "very  close,"  he  says.  Eise- 
nach "shows  GM  can  do  it,"  declares  auto 
specialist  Daniel  T.  Jones  of  Cardiff  Busi- 
ness School  in  Wales. 

It  also  gives  Opel,  one  of  Europe's 
few  profitable  carmakers,  a  headstart 
for  1999,  when  import  restraints  on  the 
Japanese  will  be  lifted  in  Europe.  Peter 
Enderle,  Opel's  manufacturing  chief,  ex- 
pects to  boost  overall  productivity  7%  to 
8%  annually  for  the  next  few  years  by 


bringing  the  division's  other  plants, 
which  take  about  25  houi's  to  assemble  a 
car,  "close  to  Eisenach's  level  of  lean- 
ness by  1996  or  1997."  Two-thirds  of' 
Opel's  20,000  line  workers  now  operate 
in  teams.  The  carmaker's  Bochum 
stamping  plant  near  Bonn  has  cut  steel- 
coil  inventory,  once  up  to  20,000  tons,  to 
600— enough  for  one  shift's  production. 

A  walk  through  the  Eisenach  plant 
reveals  the  same  crisp  efficiency  that 
characterizes  a  Japanese  factory.  Light- 
ed signboards  indicate  at  a  glance  where 
parts  are  running  low.  The  assembly 
line  boasts  clean,  spacious  aisles,  with 
only  two  hours'  worth  of  inventory  on 
hand  in  small,  blue  boxes,  their  loca- 
tions marked  in  bright  yellow  tape.  With 
each  worker  empowered  to  stop  the  line 


OPEL'S  KEYS  TO  SUCCESS  AT  EISENACH: 
 THE  RIGHT  PEOPLE  AND  PROCESSES  

►  Selectively  chosen  workers  get  1  2  weeks  of  intensive  training.  The  plant's 
2,000  employees  are  organized  into  five-to-eight-member  teams.  Without  restric- 
tive work  rules,  each  member  can  perform  each  of  the  team's  tasks. 

►  Just-in-time  parts  delivery  keeps  just  four  to  six  hours'  worth  of  ports  in  the 
plant  and  only  two  hours'  worth  of  inventory  along  an  uncluttered  assembly  line. 

►  Kaizen,  the  Japanese  term  for  continuous  improvement,  is  the  rallying  cry. 
Workers  have  designed  parts  boxes  to  tip  forward  as  they  empty,  for  example,  to 
avoid  unnecessary  reaching. 

^  A  bottom-up  focus  on  quality  aims  for  zero  defects.  Anyone  who  detects  a  prob- 
lem can  pull  a  yellow  cord  for  help  or  a  red  cord  to  stop  the  line.  Teams  routinely 
audit  their  own  performance,  avoiding  costly  inspections  at  the  end  of  the  line. 

DATA:  BUSINESS  WEEK 


in  the  name  of  quality,  there's  no  costly 
expanse  of  space  at  the  end  to  repair 
mistakes. 

Eisenach  also  has  close  links  with  key 
suppliers.  Just  600  yards  down  the  road, 
Lear  Seating  General  Manager  Horst 
Dieter  Moritz,  the  eastern  German  who 
used  to  keep  90  days'  worth  of  metal 
parts  on  hand  when  he  was  purchasing 
chief  at  the  old  Wartburg  plant,  is  linked 
to  Eisenach  by  a  computer  that  signals 
its  final  assembly  schedule  13  hours 
ahead  of  time.  Four  hours  before  a  car 
is  built,  Lear  makes  the  seats  for  it  and 
trucks  them  to  the  line.  "I  couldn't  have 
imagined  this  before,"  says  Moritz. 

Despite  the  similarities,  Opel  didn't 
copy  the  Japanese  system  wholesale. 
That's  just  as  well:  Much  of  what  it  re- 
jected, the  Japanese  are  rethinking.  To 
keep  dowTi  costs,  Opel  uses  less  technol- 


Four  hours  before  a  car  is 
built,  Lear  Seating  assembles 
its  seats  and  delivers  them 


ogy,  installing  radiators  and  windshi( 
by  hand,  for  example,  instead  of  with 
bots.  In  their  overseas  plants,  the  Je 
nese  also  use  less  automation.  At  J 
san's  Sunderland  factory,  seats 
positioned  hydraulically  but  fastened 
hand.  By  contrast,  in  its  newest  plan 
Japan,  conceived  in  the  late  1980s  (w 
manufacturers  panicked  over  a  loom 
labor  shortage),  robots  install  seats. 
OVERLOAD?  Another  departure:  E 
nach  has  just  begun  a  five-day,  24-h 
production  to  squeeze  the  maxim 
from  costly  new  equipment.  Toyota  r 
just  two  shifts  to  leave  more  time 
maintenance.  "It's  a  difference  in  ] 
losophy,"  says  Toyota's  Mikio  KitJ 
the  managing  director  overseeing  j 
duction.  "There  are  different  ways 
have  lean  production 
One  other  dissimi 
ity  involves  logist 
Toyota  City,  near 
goya,  Japan— the  w( 
model  for  lean  manu 
turing— assembles  m 
ly  2  million  cars  a 
in  a  sprawling  area  Us 
includes  many  suppg 
plants.  Opel  built  Ea 
nach  to  gain  a  foottic 
in  eastern  Germany 
the  facility  is  too  - 
for  most  of  its  40ii 
pliers  to  afford  to  i 
nearby.  With  parts  ck 
ing  from  as  far  as  Z'' 
goza,  Spain,  Eist 
needs  interme 
warehouses  to  ensure  just-in-time  ■ 
eries.  But  then,  at  their  new  plar. 
southern  Japan,  even  Toyota  and 
san  do,  too.  i 

It  won't  be  easy  to  retrofit  Eisenaf'^ 
lessons  into  existing  European  p! 
At  Opel's  Bochum  factory,  built  agai 
hill,  the  trim  line  has  only  one  entr 
preventing  steady  parts  deliver; 
small  lots.  "It's  a  kind  of  nightmt^, 
says  logistics  manager  Wolfgang 
And  retraining  people  who  have 
cars  one  way  for  30  years,  he  say 
one  of  the  most  difficult  challenges. 

GM  faces  the  same  hurdles  back  he  e 
After  a  decade  of  exposure  to  lean  rn- 
ufacturing  techniques  through  its  'n 
tures  with  Japanese  companies  in  NW 
America,  "GM  shouldn't  have  to  i 
the  lesson  again"  at  Eisenach,  ■ 
Cardiff's  Jones.  The  difference  this  ipt 
is  that  as  La  Sorda  and  others  trU 
bring  lean  manufacturing  into  GM  prcpr 
they'll  have  support  from  the  8) 
"We've  got  a  long  way  to  go,"  conc^' 
CEO  Smith.  But  at  least  now,  GM  sejai 
headed  in  the  right  direction.  j 

By  Karen  Lowry  Miller  in  Eisei^h 
with  Kathleen  Kerivin  in  Detroit 
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Sports  Business 

A  VULLeUe  )UrEK  BUWL 

INCHES  CUiSeR  to  THE  GOAL 

ment  would  infuse  college  football's 
season  with  a  structured  drama  thai 
lineup  of  minor  bowls  featuring 
rans  lacks.  "A  playoff  would  mak 
the  games  meaningful,"  says  Charle 
Neinas,  executive  director  of  the 
lege  Football  Assn.,  which  repres 
two-thirds  of  the  major  schools. 

For  years,  the  colleges  have  ar; 
that  a  playoff  would  sound  the  c 
knell  for  the  bowls  and  increase 
time  demands  placed  on  student 
letes.  Now,  the  CFA  and  the  Nat 
Collegiate  Athletic  Assn.'s  Presid 
Commission  are  considering  playoff 
posals  that  could  be  voted  on  bj 
106  Division  I-A  members— the  top 
ball  schools— in  January,  1995. 

Even  opponents  of  a  playoff  sy 
concede  that  financial  considera 
have  given  the  debate  new  urg( 
"Money's  tight,  and  we  have  to  lo( 
all  possible  sources  of  new  income," 
University  of  California  at  Los  Anj 
Chancellor  Charles  E.  Young,  whosj 
search  group  will  present  its  recoml 

Discontent  and  dollar  signs  make  a  postseason  playoff  more  likely 

^flB  ome  New  Year's,  at  least  one  col- 
lege  football  team  will  be  crying 
^BB  foul.  That  seems  the  surest  bet  of 
the  holiday  season,  as  the  antiquated 
bowls-and-polls  system  once  again  leaves 
players,  coaches,  and  fans  clamoring  for 
a  better  way  to  determine  the  national 
champion  of  the  campus  gi-idiron.  The 
organizers  of  the  Federal  Express  Or- 
ange Bowl  are  hyping  their  game  be- 
tween unbeaten  Nebraska  and  once-beat- 
en Florida  State  as  the  battle  for  No.  1. 
But  what  about  undefeated  West  Vir- 
ginia, which  could  deck  the  University  of 

Florida  in  the  USF&G  Sugar  Bowl  and 
be  relegated  to  runner-up  without  get- 
ting a  shot  at  the  title?  And  if  FSU  beats 
Nebraska  and  Notre  Dame  knocks  off 
Texas  A&M  in  the  Mobil  Cotton  Bowl, 
fans  of  the  Fighting  Irish  are  sure  to 
claim  the  title,  because  their  team  beat 
FSU  in  November.  For  the  third  time  in 
foiu"  years,  a  split  decision  in  the  polls  is 
a  distinct  possibility. 

One  antidote  to  this  confusion  would 
be  a  playoff  system  culminating  in  a  col- 
lege Super  Bowl.  Besides  deciding  the 
national  title  on  the  field,  such  a  tourna- 

s to  the  NCAA's  Presi- 
Commission  in  March, 
ipite  generating  mil- 
from  football,  more 
lalf  of  all  I-A  athletic 
;ments  ran  deficits  in 
iccording  to  the  NCAA, 
Jem  sure  to  be  exacei'- 
by  recent  court  deci- 
ordering  the  colleges 
nd  more  money  on  fe- 
;ports.  Their  appetites 
2d  by  megabuck  pro- 
from  Nike  Inc.  and 
)isney  Co.,  college  offi- 
lelieve  that  a  16-team 
;y  could  generate  as 
as  $150  million,  which 
sure  help  alleviate  the 
runch. 

flE  TABLE."  In  his  annu- 
Iress  to  the  member- 
1  January,  1993,  NCAA 
tive  Director  Richard  D.  Schultz 

the  weight  of  his  office  behind  a 
ime  playoff,  which  he  predicted 

fetch  $65  million.  "Dick  put  [the 
on  the  table,  which  made  us  have 
1  with  it,"  says  UCLA's  Young.  The 


idea  lost  a  strong  voice  when  Schultz 
was  forced  to  resign  earlier  this  year. 
His  successor,  former  University  of  Ari- 
zona Athletic  Director  Cedric  Dempsey, 
has  vowed  not  to  take  sides.  But  Schultz 
predicts:  "Ultimately,  the  playoff  issue 


will  be  decided  on  its  finan- 
cial merits." 

With  18  bowl  games  now 
fighting  the  National  Foot- 
ball League  playoffs  for 
dates  amid  splintered  rat- 
ings, "there's  a  certain  can- 
nibalization  taking  place" 
among  the  bowls,  says 
Bruce  Skinner,  former  exec- 
utive director  of  the  Fiesta 
Bowl.  Any  short-term  solu- 
tion is  likely  to  include  the 
bowls,  which  will  drop  some 
$72  million  into  the  colleges' 
pockets  this  year. 

Three  years  ago,  the  Cot- 
ton, Fiesta,  Orange,  and 
Sugar  bowls  formed  a  coali- 
tion to  produce  better 
matchups  and  reduce  the 
clamor  for  a  playoff.  But  de- 
spite creating  a  second 
straight  No.  1  vs.  No.  2  matchup,  the 
system  is  flawed  because  it  will  leave  at 
least  one  team  with  a  legitimate  gripe. 
Once-reticent  bowl  officials  are  now 
cooperating  with  the  CFA's  playoff  com- 
mittee, whose  plan  will  be  unveiled  next 


GRAND 

Its  new  interior  will  stir  a  passion  for  driving, 
well  served  by  an  eager  \/6,  agile  sport  suspension,  plus  the 
safety  of  dual  airbags  and  available  anti-lock  brakes. 

PRIX 


The  new  Grand  Prix™  Sport  Sedan.  Purposefully  designed, 
superbly  eguipped.  A  high-guality  boost  to  4-door  driving  excitement. 
The  rewards  await  you  at  your  Pontiac  dealer 

REWARDS 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty  (see  your  dealer  for  details), 
plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation  Call  1-800-762^900  for  more  product  information  and 
dealer  locations.       Always  wear  safety  belts,  even  with  airbags  <^  1993  GM  Corp.  All  Rights  Reserved 


For  Junk  Bond  Investing  TUm 
To  A  5-Star  Fund  From  Fidelity 


spartan  High 
Income  Fund 


7M' 

30-day  Yield  (11/8/93) 


16.61 


1-Yr  Total  Return' 
(9/30/92-9/30/93) 


22.61° 

Life  of  Fund 
Avg  Annual  Return' 
(8/29/90-9/30/93) 


If  you  are  comfortable  with  the  greater  risks  of  low 
tjiiality  bonds,  including  share  price  volatility,  then 
consider  investing  in  Fidelity's  Spartan®  High 
Income  Fund. 

•  This  fund  has  been  awarded  *****,  the 
highest  risk-adjusted  rating  from  Momingstar ' 

•  Fidelity's  experts  are  on  your  side  to  uncover  po- 
tential value  in  the  lower  quidity  securities  market. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 


Fittciity 


Investments' 


Minimum  investment:  $10,000.  For  more  complete  infomiation,  intiuding  charges  and  expenses,  tall  or  write 
for  a  free  m  ospettus.  Read  it  carefully  before  you  invest  or  send  money.  There  is  a  1%  redemption  fee  on  shares 
held  less  tnan  270  days.  'Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends 
and  capital  gains,  if  aiiy,  and  the  effect  of  the  $5  closeout  fee.  Share  price,  \ield  and  return  vary  and  voii  ma\  have 
a  gain  or  a  loss  when  you  sell  your  shares.  Morningstar  proprietarv  ratings  reflect  historical  risk  adpisted  lierfor- 
mance  as  of  lO/.MA),^  The  ratings  are  subiect  to  cliange  every  luonlh  Past  performance  is  no  guarantee  of  future 
results.  Morningstar  ratings  are  calculated  from  the  fund's  thi-ee-,  five-,  anci  ten-year  average  annual  returns  and  a 
risk  factor  that  reflects  fund  perforiuance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the 
funds  in  an  asset  class  receive  five  stars  Fidelity  Distributors  Corporation. 


What  does  it  take  to  be 
The  World's  Best  Aerobic  Exerciser 


It  takes  a  total-body  exerciser. 

A  machine  capable  of  exercising 
all  major  muscle  groups,  not  just 
your  legs. 

It  takes  a  cardiovascular 
exerciser. 

,'\  machine  that  exercises 
yoLir  heart,  not  just  specific 
nui.stlc  groups. 

It  takes  a  calorie-buming 
exerciser. 

A  machine  that  can  burn  up 
to  1,1(10  calories  per  hour. 

It  takes  a  safe  exerciser. 

A  machine  that  can  t 
damage  your  knees  like 
st,iirstep[iers.  or 
iniiire  y  our  back  like 
hydraulic-cylinder  rowers 

It  takes  an  exerciser  you'll  use. 

New  1993  studies  show  that  alter  5  years,  7  out 
of  10  owners  use  their  NordicTrack"  exercisers  an 
average  of  three  times  a  week. 

It  takes  a  NordicTrack. 


Free  infomiation. 

('till  tir  link'  IIS  Idday  We'll 
'.end  r"'(  (/  //■<■('  ImKhiiiv  and  video 
Ihtil  dhiii  heir  .\(irdic'l'mek 
II  I >ihi >iii\  I  (III  help  yi)ii  lixikdiid 
feel  j'uiir  hesi 


I  Independently 
Adjustable 

Upper-Body  Exerciser 

I  Electronic  Feedback 

I  Stand-Up  Position 

I  Independently 
Adjustable 

Lower-Body  Exerciser 

I  Non-Jarring  Motion 

I  Adjustable  Elevation 

I  Patented  Flywtieel 
and  One-Way 
Clutch  Mechanism 

1 30-Day  In-Home  Trial 


N 


ordic/rack 

■  A  CIvIL  Company 


FREE  Video  and  Brochure 


Call  1-800-441-7891  mis 

or  write:  NordicTrack,  Dept.  l43U 
104  Peuvey  Road,  Chaska,  MN  S';31«-23SS 

©I'W  Ni)iilK  l'r,Kk.  Im  .  A  CMl.  a)mp.m)  •  .Ml  hkIik  H  sc-n.-,! 
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May.  "The  bowls  realize  that 
tion  is  just  an  intermec'iate  step.j 
the  CFA's  Neinas.  With  T  /  contract^ 
ESPN  and  ABC  expiring  in  1995,  th- 
sees  a  playoff  of  its  own  as  a  way 
crease  its  value  to  television.  One  p 
sal  calls  for  a  16-game  tourney  bui 
to  a  championship  game  the  Sati 
before  the  Super  Bowl.  NFL  off 
downplay  any  impact  on  their  gam( 
such  a  scenario  clearly  could  cut 
the  big  league's  January  monopol; 
compete  for  precious  ad  dollars. 
niE  DEFENSE.  Replacing  the  bowls  v 
16-team  playoff  would  give  everyj 
tender  a  fair  shot  at  the  big  prizd 
would  neutralize  the  "strength  of  s 
ule"  debate  that  dominates  so  manj 
troversial  finishes.  But  such  a  plar 
would  eliminate  more  than  half  o 
teams  that  now  qualify  for  posts( 
play— and  likely  extend  the  year 


"Just  because  the  fans  war 
playoff]  doesn't  make  it  ri; 
for  our  institutions,"  say 
the  Pac-10  commissionf 


battle-weary  few.  "We  have  to  rei 
ber  that  we're  dealing  with  stud 
who  shouldn't  be  asked  to  do  i 
more,"  notes  University  of  Notre  I 
Executive  Vice-President  E.  Wi 
Beauchamp. 

Even  if  Neinas  can  produce  a 
that  his  64  teams  will  support  or 
convention  floor,  the  CPA  faces  a  r 
roadblock.  The  members  of  the  Big 
and  Pacific- 10,  who  enjoy  a  coml 
$13.5  million  annual  payoff  from 
Rose  Bowl  and  aren't  members  o; 
CPA,  refuse  to  consider  participating 
playoff.  "Just  because  the  fans  wa 
playoff]  doesn't  make  it  right  foi 
institutions,"  says  Pac-10  Commissi 
Tom  Hansen. 

While  CPA  presidents  come  dov. 
all  sides  of  the  playoff  debate,  mo 
their  counterparts  in  the  Pac-10  an- 
11-team  Big  Ten  believe  that  a  l 
an  extra  layer  of  games  would  1)' 
trary  to  their  reform  movemem 
lead  to  greater  commercialism.  Not 
ing  21  of  the  game's  most  impoi 
teams  would  hurt  the  playoff  plan,  1 
probably  wouldn't  sideline  it.  Witl 
J^PL  taking  heat  lately  for  the  mono 
of  the  league,  and  with  the  big-i 
playoff  payoff  luring  cash-strappeo 
stitutions  of  higher  learning,  a  col 
Super  Bowl  looks  more  and  r 
inevitable. 

By  Keith  Dunnavant  in  Ati 
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fou  Can't  Sign  Your 
Jame  With  it, 
But  It's  Been  Known 


To  Ciose  A  Beai 


V  corporate  managers  have  long  realized  the  value 
liking  softly  and  swinging  a  big  club.  And  in  today's 
^etitive  marketplace,  the  need  to  build  lasting  relationships 
lex  er  been  greater.  For  those  who  understand  its  impact,  golf 
ire  than  a  sport,  it  is  a  tool  of  the  trade. 

i  no  one  knows  golf  better  than  Business  Week  and  the  PGA  TOUR, 
's  v^'Ky  tor  the  fourth  consecutive  year.  Business  Week  has  teamed 
'  lith  the  PGA  TOUR  to  bring  you  two  unique  special  advertising  sections. 

11994  Senior  TOUR  Journal 

Date:  February  7,  1994 
.  :lose:  December  20,  1993 

1 1994  Business  of  the  PGA  TOUR 

Date:  May  2,  1994 
.  :lose:  March  14,  1994 

t\g  with  the  pros.  Join  Busijiess  Week  and  the  PGA  TOUR  in  driving 
I  advertising  message  home  to  6.5  million  business  decision-makers 
I  >hare  a  passion  for  golf  and  an  appreciation  for  the  art  of 
!  ,  business. 

I  lore  information  of  this  intelligent  marketing 
]  rtunity,  please  contact: 
.V.  Kossack 
:)  (Projects  Director 
i:  ess  Week 
1  616-3306 


'"9 

'(  nc/  news.  Inte/Iigeiwe 


inessWeek 


ill  th(_-  h(>rN(  |)()\\cr  in  tht  worki  i^  worth 
less  it  vou  can't  make  thi-  most  ot  it. 
And  the  same  is  iruv  when  it  eomes  to 
computers.  Pertormance  is  determintd 
not  only  hv  the  chip,  but  b\  the  computer 
around  the  chip.  .Alter  all,  it  the  subsys- 
tems slow  you  dow  n,  ha\  inii  a  jiowertui 


processfjr  doesn't  makt-  much  difTere 
Which  is  w  hy  w  hen  our  engineer 
the  all  ne\y  Compaq  DeskproXE,  e\i 
system  was  designed  to  proyidc  the  1. 
overall  system  pertormance. 

QV'ision  Local  Bus  Graphics,  for 
',^°^'^rt%\    pie,  otters  blink-ot-an-evc  perforr 


in 


itel 


in 


<ide> 


iKhSX/U.  +8fcl)X2/  486nX?/6fe,  60.\lll/  Pcniium  •  4Sh  m..l,  l-  upgrj.l.  at.k  1..  I',  i.tium  1. 1  hn..l..i;\  ♦  QVision  kx  jl  bu^  grjphii-i  «ilh  1V(B  \  m.M  • 
li.Kin. «  ^uHki  •  Mc.sl  4!sh  si~t,  ni>  F-ncrov  Star  cnmplianl  •  I'lug  and  pljv  r.a.lv  •  17(I.\1B  t..  ;25.VtB'Uar.l  Dru.  v  •  4MB  ..'r  SMB  sureianl  RA.M  (upc 
sWtB  <Mi  4.S6.  lib.MB  (*n  Pcniium)  •  4  ISA  skit.v  (ont-  ri-xTvcl  *  i*\n\e  bavs  •  64K  or  2^bK  optional  taihr  •  Ircc  i  \car  warrant v*  •  In-*-  7x24  phone sur 


For  The  Same  Re  a  so 
A  Faster  Processor 
Doesn't  Necessarily  Mean 
..  A' Faster  Computer. 


(i  ilrives  clock  in  with  liahtnina-likc  seek 
ml  all  the  new  Deskpro  XE  models  olter 
•\(  I  i.ache  options. 

11'  ultimate  in  performance,  however,  we 
t  ill-  Deskpro  XE  with  the  Pentium  pro- 
'  >inpaq-clesi^ed  TriFlex/PC  Architecture 
^  !  lie  tremendous  power  of  the  Pentium 


chip,  deliverinsJ  si^niiicantlv  improved  overall 
system  performance.  All  at  a  price  that  you  will 
find  equallv  impressi\e. 

For  complete  information  on  the  new  Deskpro 
XE  computers,  just  call  us  at  1-800  HS-1518.  And 
discover  why  even  when  they  have  the  same  pro- 
cessor, other  computers  just  aren't  up  to  speed. 


COMPAQ 


I'l  I  nmputcr  Corporation,  All  Rights  Reserved.  Compaq  Registercii  U.S.  Patent  and  Trademark  (_>lllcc.  Deskpro  is  a  registered  trademark  of  Compaq 
I'  I  irion.  QVision,  TnFiex,  Enhanced  Business  Audio  are  trademarks  of  Compaq  Computer  Corporation.  Porsche  and  the  shape  of  the  Porsche  911  are 
I  'i  Ing.  h.c.F,  Porsche  AG.  Used  by  pcrmis-sion  of  Porsche  Cars  North  America,  Inc.  'Certain  restrictions  and  exclusions  apply.  For  iurther  details  on  our 
I  intact  the  Compaq  Customer  .Supp>rt  Center.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  the  Intel  Corporalum, 
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RVICES 


VP  OF 
STRATEGY  & 
PLANNING 


»rget  ffie  pyramid. 


IRIZONTi 


r 

PROCESS 
OWNER 

f 


STRATEGY 


DESIGN  &  ENGINEERING 


NEW  PRODUCT  DEVELOPMENT 


e  hierarchy,  brea 


IVAXTED:  Bureaucracy  basher,  willing  to 
challenge  convention,  assume  big  risks, 
and  rewrite  the  accepted  rules  of  industri- 
al order. 

It's  a  job  description  that  says  noth- 
ing about  j'our  skills  in  manufac- 
turing, finance,  or  any  other  busi- 
ness discipline.  And  as  seismic 
•langes  continue  to  rumble  across  the 
corporate  landscape,  it's  the  kind  of 
want  ad  the  21st  century  corporation 
might  UTite. 

Skeptical"?  Xo  matter  where  you 
work,  it's  likely  that  yom-  company  has 
been,  in  today's  \-emacular.  "downsized" 
and  "delay ered."  It  has  chopped  out  lay- 
ers of  management  and  supposedly  em- 
powered employees  with  greater  respon- 
sibility. But  you're  still  bumping  up 


against  the  same  entrenched  bureaucra- 
cy that  has  held  you  back  before.  The 
engineers  still  battle  manufacturing. 
Marketing  continues  to  slug  it  out  with 
sales.  And  the  financial  naysayers  fight 
everyone. 

That's  because,  despite  the  cutbacks, 
you  probably  still  work  in  the  t\-pical 
vertical  organization,  a  company  in 
which  staffers  look  up  to  bosses  instead 
of  out  to  customers.  You  and  your  col- 
leagues feel  loyalty  and  commitment  to 
the  functional  fiefdoms  in  which  you 
work,  not  to  the  overall  corporation  and 
its  goals.  And  even  after  all  the  cut- 
ting, too  many  layers  of  management 
still  slow  decision-making  and  lead  to 
high  coordination  costs. 

Mere  downsizing,  in  other  words,  does 
little  to  change  the  fundamental  wav 


that  work  gets  done  in  a  corpor; 
To  do  that  takes  a  different  org; 
tional  model,  the  horizontal  corpor. 
Already,  some  of  Corporate  Ame 
biggest  names,  from  American 
phone  &  Telegraph  and  DuPont  to 
eral  Electric  and  Motorola,  are 
toward  the  idea.  In  the  quest  for  j 
er  efficiency  and  productivity,  th 
beginning  to  redraw  the  hierarchic 
ganization  charts  that  have  definei 
porate  life  since  the  Industrial  R< 
tion  I  page  80 1. 

"WAVE  OF  THE  FUTURE."  Some  of 
changes  have  been  under  way  for  ^ 
al  years  under  the  guise  of  "total  q 
management"  efforts,  reengineerii 
business-process  redesign.  But  no  n 
which  buzzword  or  phrase  you  cl 
the  trend  is  toward  flatter  organia 


SEVEN  OF  THE  KEY 
ELEMENTS  OF  THE 
HORIZONTAL  CORPORATION 

Simple  downsizing  didn't  produce  the  dramatic  rises  in 
producti\it>'  many  companies  hoped  for.  Gaining  quan- 
tum leaps  in  performance  requires  rethinking  the  way 
work  gets  done.  To  do  that,  some  companies  are  adopt- 
ing a  new  organization  model.  Here's  how  it  might  work: 


ORGANIZE  AROUl 
PROCESS,  NOT  TASI 

0 Instead  of  crel 
structure  aroii 
rions  or  departmentp 
ihe  company  around 
three  to  five  t-ore  pi 
es,"  with  specific  pei'i 
mance  goals.  Assign  | 
"owTier"  to  each  pro( 


'6  BUSINESS  WEEK/DECEMBER  20,  ;  993 


CO 


ORPORATION 


IT'S  ABOUT 
MANAGING 
ACROSS,  NOT 
UP  AND  DOWN 


PRODUCTION 


SALES  AND  FULFILLMENT 


ADVERTISING 

CUSTOMER  SUPPORT 


ch  managing  across  has  become 
critical  than  managing  up  and 
.n  a  top-heavy  hierarchy, 
horizontal  corporation,  though, 
luch  further  than  these  previous 
;  It  largely  eliminates  both  hierar- 
i  functional  or  departmental  boun- 
In  its  purest  state,  the  horizontal 
ition  might  boast  a  skeleton  gi'oup 
or  executives  at  the  top  in  such 
mal  support  functions  as  finance 
aman  resources.  But  virtually 
ne  else  in  the  organization  would 
)gether  in  multidisciplinary  teams 
3rform  core  processes,  such  as 
t  development  or  sales  genera- 
te upshot:  The  organization  might 
ily  three  or  four  layers  of  man- 
it  between  the  chairman  and  the 
:  in  a  given  process. 


If  the  concept  takes  hold,  almost  eve- 
ry aspect  of  corporate  life  will  be  pro- 
foundly altered.  Companies  would  orga- 
nize around  process— developing  new 
products,  for  example— instead  of  around 
narrow  tasks,  such  as  forecasting  mai'ket 
demand  for  a  given  new  product.  Self- 
managing  teams  would  become  the 
building  blocks  of  the  new  organization. 
Performance  objectives  would  be  linked 
to  customer  satisfaction  rather  than  i>rof- 
itability  or  shareholder  value.  And  staff- 
ers would  be  rewarded  not  just  for  indi- 
vidual performance  but  for  the 
development  of  their  skills  and  for  team 
performance. 

For  most  companies,  the  idea  amounts 
to  a  major  cultural  transformation— but 
one  whose  time  may  be  at  hand.  "It's  a 
wave  of  the  future,"  declares  M.  Antho- 


ny Burns,  chairman  of  Ryder  System 
Inc.,  the  truck-leasing  concern.  "You  just 
can't  summarily  lay  off  people.  You've 
got  to  change  the  processes  and  drive 
out  the  unnecessary  work,  or  it  will  be 
back  tomorrow."  Such  radical  changes 
hold  the  promi.se  for  dramatic  gains  in 
productivity,  according  to  Lawrence  A. 
Bossidy,  chairman  of  AlliedSignal  Inc. 
"There's  an  awful  lot  more  productivity 
you're  going  to  see  in  the  next  few 
years  as  we  move  to  horizontally  orga- 
nized .structui'es  with  a  focus  on  the  cus- 
tomer," says  Bossidy. 

How  so?  Just  as  a  light  bulb  wastes 
electricity  to  produce  unwanted  heat,  a 
traditional  corporation  expends  a  tre- 
mendous amount  of  energy  running  its 
own  internal  machinery— managing  re- 
lations among  departments  or  provid- 


FLAHEN 
HIERARCHY 

@To  reduce  supervision, 
combine  fragmented 
tasks,  eliminate  work  that 
fails  to  add  value,  and  cut 
the  activities  within  each 
process  to  a  minimum.  Use 
as  few  teams  as  possible  to 
perform  an  entire  process. 


USE  TEAMS  TO  MANAGE 
EVERYTHING 

©Make  teams  the  main 
building  blocks  of  the 
organization.  Limit  supervi- 
sory roles  by  making  the 
i  am  manage  itself.  Give  the 
team  a  common  purpose. 
Hold  it  accountable  for  mea- 
surable performance  goals. 
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ing  information  up  and  down  the  hierar- 
chy, for  example. 

A  honzontal  structure  eliminates  most 
of  those  tasks  and  focuses  almost  all  of  a 
company's  resources  on  its  customers. 
That's  why  proponents  of  the  idea  say  it 
can  deliver  dramatic  improvements  in 
efficiency  and  speed.  "It  can  get  you 
from  100  horsepower  to  500  horsepow- 
er," says  Frank  Ostroff,  a  McKinsey  & 
Co.  consultant.  With  colleague  Douglas 
Smith,  he  coined  the  term  "the  horizon- 
tal organization"  and  developed  a  series 
of  principles  to  define  the  new  corpo- 
rate model  (page  76). 

The  idea  is  drawing  attention  in  cor- 
porate and  academic  circles.  In  the  past 
year,  Ostroff  has  given  talks  on  the  hor- 
izontal organization  before  sizable  gath- 
erings of  corporate  strategic  planners, 
quality  experts,  and  entrepreneurs.  He 
has  also  carried  the  message  to  mbas 
and  faculty  at  the  University  of  Pennsyl- 
vania and  Yale  University,  and  he  boasts 
invitations  fi'om  Harvard  University  and 
several  leading  European  business 
schools. 

PROCESS  AND  PAIN.  But  this  is  much 
more  than  just  another  abstract  theory 
making  the  B-school  lecture  rounds.  Ex- 
amples of  horizontal  management 
abound,  though  much  of  the  movement 
is  occurring  at  lower  levels  in  organiza- 
tions. Some  AT&T  units  are  now  doing 
annual  budgets  based  not  on  functions  or 
departments  but  on  processes  such  as 
the  maintenance  of  a  worldwide  tele- 
communications network.  They're  even 
dishing  out  bonuses  to  employees  based 
on  customer  evaluations  of  the  teams 
performing  those  processes.  DuPont  Co. 
has  set  up  a  centralized  group  this  year 
to  nudge  the  chemical  giant's  business 
units  into  organizing  along  horizontal 
lines.  Chrysler  Corp.  used  a  process  ap- 
proach to  turn  out  its  new  Neon  sub- 
compact  quickly  for  a  fraction  of  the 
typical  development  costs.  Xerox  Corp. 
is  employing  what  it  calls  "microenter- 
prise  units"  of  employees  that  have  be- 
ginning-to-end responsil)i!ity  for  the  com- 
pany's products. 


In  early  December,  nearly  two  dozen 
companies— including  such  international 
giants  as  Boeing,  British  Telecommuni- 
cations, Stockholm-based  L.  M.  Ericsson; 
and  Volvo  Europe— convened  in  Boston 
under  the  auspices  of  Mercer  Manage- 
ment Consulting,  another  consulting  shop 
peddling  the  idea,  to  swap  stories  on 
their  efforts  to  adopt  horizontal  man- 
agement techniques.  Indeed,  nearly  all 
of  the  most  prominent  consulting  firms 
are  now  raking  in  tens  of  millions  of 
dollars  in  revenues  by  advising  compa- 
nies to  organize  their  operations 
horizontally. 

What  those  consultants'  clients  are 
quickly  discovering,  how- 
ever, is  that  eliminating 
the  neatly  arranged  box- 
es on  an  organization 
chart  in  favor  of  a  more 
horizontal  structure  can 
often  be  a  complex  and 
painful  ordeal.  Indeed, 
simply  defining  the  pro- 
cesses of  a  given  corpo- 
ration may  prove  to  be  a 
mind-l^oggling  and  time- 
consiuning  exercise.  Con- 
sider AT&T.  Initially,  the 
company's  Network  Ser- 
vices Div.,  which  has 
16,000  employees,  tallied 
up  some  130  processes 
before  it  narrowed  them  down  to 
core  ones. 

After  that  comes  the  challenge  of  per- 
suading people  to  cast  off  their  old  mar- 
keting, finance,  or  manufacturing  hats 
and  think  more  broadly.  "This  is  the 
hardest  damn  thing  to  do,"  says  Terry 
M.  Ennis,  who  heads  up  a  group  to  help 
DuPont's  businesses  organize  along  hor- 
izontal lines.  "It's  very  unsettling  and 
threatening  for  people.  You  find  line  and 
function  managers  who  have  been  hon- 
ored and  rewarded  for  what  they've 
done  for  decades.  You're  in  a  white-wa- 
ter zone  when  you  change." 

Some  management  gurus,  noting  the 
fervor  with  which  corporate  chieftains 
emljrace  fads,  express  caution.  "The  idea 


draws  together  a  number  of  fashion*! 
trends  and  packages  them  in  an  intei^ 
ing  way,"  says  Henry  Mintzberg,  a  r  i 
agement  professor  at  McGill  Univcr 
"But  the  danger  is  that  an  idea  lik.' 
can  generate  too  much  enthusiasm, 
not  for  everyone."  Mintzberg  notes 
there  is  no  one  solution  to  every  o 
nization's  problems.  Indeed,  stream! 
vertical  structiu-es  may  suit  some  ir 
production  industries  better  than  1 
zontal  ones. 

Already,  consultants  say,  some  < 
panies  are  rushing  to  organize  an 
processes  without  linking  them  t(i 
corporation's  key  goals.  Before  tin 


COMPANIES  MOVING  TOW 

AT&T  Network  Systems  Div.  reorganized  its 
business  around  processes;  now  sets  budget 
process  and  awards  bonuses  to  employees  bs( 
on  customer  evaluations 

EASTMAN  CHEMICAL  Kodak  unit  has  over  1,C . 
teams;  ditched  senior  v-ps  for  administrationnr 
ufacturing,  and  R&D  in  favor  of  self-directed e; 

GENERAL  ELECTRIC  Lighting  business  scrapp!i 
tical  structure,  adopting  horizontal  design  wi 
more  than  100  processes  and  programs 


13 


ing  with  its  organization  chart,  Osc 
says,  a  company  must  understand 
markets  and  the  customers  it  wan 
reach  and  complete  an  analysis  of  i 
it  will  take  to  win  them.  Only 
should  the  company  begin  to  id* 
the  most  critical  core  processe  i 
achieve  its  objectives— whether  th/r 
lowering  costs  by  30%  or  develi 
new  products  in  half  the  time  it 
mally  reciuired. 

DIFFERENT  CLIMATE.  In  the  days  \ 
business  was  more  predictable  am 
ble,  companies  organized  themseh 
vertical  structures  to  take  advant;i 
specialized  experts.  The  benefits  ar 
vious:  Everyone  has  a  place,  and  ( 
one  understands  his  or  her  task. 


LET  CUSTOMERS  DRIVE 
PERFORMANCE 

©Make  customer  satis- 
faction-not  stock  ap- 
preciation or  profitability- 
I  he  primary  driver  and 
measure  of  performance. 
The  profits  will  come  and 
the  stock  will  rise  if  the  cus- 
tomers are  satisfied. 


REWARD  TEAM 
PERFORMANCE 

©Change  the  apWi 
and  pay  systemic 
ward  team  results,  n# 
individual  performanj  1 
courage  staffers  to 
multiple  skills  rather  la 
specialized  knowhow. 
ward  them  for  it. 
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cal  decision-making  power  resides 
le  top.  But  while  gaining  clarity  and 
ility,  such  organizations  make  it  dif- 
t  for  anyone  to  understand  the  task 
le  company  as  a  whole  and  how  to 
;e  his  or  her  work  to  it.  The  result: 
iboration  among  different  depart- 
ts  was  often  a  triumph  ovei-  formal 
nization  charts. 

)  solve  such  problems,  some  com- 
38  turned  to  so-called  matrix  or-gan- 
ons  in  the  1960s  and  1970s.  The 
5l  was  built  around  specific  projects 
cut  across  departmental  lines.  But  it 
kept  the  hierarchy  intact  and  left 
of  the  power  and  responsibility  in 
ipper  reaches  of  the  organization, 
iightened  global  competition  and  the 


HORIZOHTAL  MODEL 

IK  INTERNATIONAL  Former  IBM  division 
%  of  managers  in  manufacturing  and  sup- 
;avor  of  cross-functional  teams  worldwide 

)LA  Government  Electronics  group  rede- 
ts  supply  management  organization  as  a 
with  external  customers  at  the  end;  team 
's  are  now  evaluating  peers 

Develops  new  products  through  multi-disci 
teams  that  work  in  a  single  process,  in- 
vertical  functions  or  departments 
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increasing  speed  of  technological 
e  have  since  altered  the  rules  of 
ame  and  have  forced  corporate 
ers  to  seek  new  solutions.  "We 
reluctant  to  leave  the  command- 
introl  structure  because  it  had 
d  so  well,"  says  Philip  Engel,  pres- 
3f  CNA  Corp.,  the  Chicago-based  in- 
•e  company  that  is  refashioning  its 
zation.  "But  it  no  longer  fit  the 
es." 

9ed,  many  companies  are  moving 
;  new  form  of  corporate  organiza- 
ter  failing  to  achieve  needed  pro- 
ity  gains  by  simple  streamlining 
msolidation.  "We  didn't  have  an- 
horse  to  ride,"  says  Kenneth  L. 
tt,  a  senior  vice-president  at 


AT&T's  Network  Systems  Div.  "We 
weren't  performing  as  well  as  we  could, 
and  we  had  already  streamlined  our 
operations." 

In  all  cases,  the  objective  of  the  hori- 
zontal corporation  is  to  change  the  nar- 
row mind-sets  of  armies  of  corporate 
specialists  who  have  spent  their  careers 
climbing  a  vertical  hierarchy  to  the  top 
of  a  given  function.  As  DuPont's  Terry 
Ennis  puts  it:  "Our  goal  is  to  get  evei-y- 
one  focused  on  the  business  as  a  system 
in  which  the  functions  are  seamless." 
DuPont  executives  are  trying  to  do 
away  with  what  Ennis  calls  the  "discon- 
nects" and  "handoffs"  that  are  so  com- 
mon l)etween  fimctions  and  departments. 
"Every  time  you  have  an  organizational 
l)oundary,  you  get  the 
potential  for  a  discon- 
nect," Ennis  says.  "The 
bigger  the  organization, 
the  bigger  the  functions, 
and  the  more  disconnects 
you  get." 

SPEEDIER  CYCLES.  The  ear 

ly  proponents  of  the  hor- 
izontal corporation  are 
claiming  significant  gains. 
At  General  Electric  Co., 
where  Chairman  .John  F. 
Welch  .Jr.  speaks  of 
luiilding  a  "boundaryless" 
company,  the  concept  has 
reduced  costs,  shortened 
 1  cycle  times,  and  in- 
creased the  company's  responsiveness 
to  its  customers.  GPj's  $3  billion  lighting 
business  scrambled  a  more  traditional 
structure  for  its  global  technology  or- 
ganization in  favor  of  one  in  which  a 
senior  team  of  9-to-12  people  oversees 
nearly  100  processes  or  programs  world- 
wide, from  new-product  design  to 
improving  the  yield  on  production  ma- 
chinery. In  virtually  all  the  cases,  a  mul- 
tidisciplinary  team  works  together  to 
achieve  the  goals  of  the  process. 

The  senior  leadership  group-com- 
posed of  managers  with  "multiple  compe- 
tencies" rather  than  narrow  specialists- 
exists  to  allocate  resources  and  ensure 
coordination  of  the  processes  and  pro- 
grams. "They  stay  away  from  the  day- 


to-day  activities,  which  are  managed  I)y 
the  teams  themselves,"  explains  Harold 
Giles,  manager  of  human  resources  in 
CE's  lighting  business. 

The  change  forced  major  upheavals 
in  GE's  training,  appraisal,  and  compensa- 
tion systems.  To  create  greater  alle 
giance  to  a  process,  rather  than  a  boss, 
the  company  has  begun  to  put  in  place 
so-called  "360-degree  appraisal  routines' 
in  which  peers  and  others  above  and 
below  the  employee  evaluate  the  per- 
formance of  an  individual  in  a  pr-ocess. 
In  some  cases,  as  many  as  20  people 
are  now  involved  in  reviewing  a  single 
employee.  Employees  ai-e  paid  on  the 
basis  of  the  skills  they  develop  rather 
than  merely  the  individual  work  they 
perform. 

Ryder  System  is  another-  convert.  The 
company  had  been  organized  by  divi- 
sion—each with  its  own  functions— based 
on  product.  But  it  wanted  an  or-ganiza- 
tion  that  would  reduce  overhead  while 
being  more  responsive  to  customers. 
"We  were  r-eaching  the  end  of  the  r-un- 
way  looking  for  cost  efficiencies,  as  most 
companies  have,"  says  J.  Ernie  Riddle, 
senior-  vice-pr-esident  for  marketing.  "So 
we're  looking  at  processes  from  front 
to  back." 

To  purchase  a  vehicle  for  leasing,  for 
instance,  required  some  14  to  17  handoffs 
as  the  documents  wended  their  way 
from  one  functional  department  to  an- 
other at  a  local,  and  then  a  national, 
level.  "We  passed  the  baton  so  many 
times  that  the  chances  of  dr-opping  it 
were  great,"  says  Riddle.  By  viewing 
this  paperwork  flow  as  a  single  process 
frorTi  purchasing  the  vehicle  to  providing 
it  to  a  customer,  Ryder  has  r-educed  the 
handoffs  to  two  from  five.  By  redesign- 
ing the  work,  weeding  out  unnecessary 
appr-ovals,  and  pushing  mor-e  authority 
down  the  organization,  the  company  cut 
its  purchasing  cycle  by  a  thir-d,  to  four 
months. 

"A  CLEAN  SHEET."  Some  startups  have 
opted  to  structure  themselves  as  hori- 
zontal companies  from  the  get-go.  One 
such  company  is  Astra/Mer-ck  Gr-oup,  a 
new  stand-alone  company  formed  to 
market  antiulcer  and  high-blood-pres- 


MAXIMIZE  SUPPLIER  & 
CUSTOMER  CONTACT 

©Bring  employees  into 
direct,  regular  contact 
with  suppliers  and  custom- 
ers. Add  supplier  or  custom- 
er representatives  as  full 
working  members  of  in- 
house  teams  when  they  can 
be  of  service. 


INFORM  &  TRAIN  ALL 
EMPLOYEES 

Don't  just  spoon-feed 
sanitized  information 
on  a  "need  to  know"  basis. 
Trust  staffers  with  raw  data, 
but  train  them  in  how  to 
use  it  to  perform  their  own 
analyses  and  make  their 


I  own  decisions. 
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W  TO  CREATE 
A  HORIZONTAl 
CORPORATION 
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Identify 

strategic 
objective!. 


Analyze  \ 

key  competitive 
advantages  to 
fulfill 

objectives.  / 


Define  core  \ 
processes, 
focusing  on 
what's  essential 
to  accomplish 
your  goals. 


r 


Organize  around 
processes,  not  functions. 
Each  process  should  link 
related  tasks  to  yield  a 
product  or  service  to  a 
customer. 


acti 
to  aaa 
contrib 
key  ob 


sure  drugs  licensed  from  Sweden's  As- 
tra. Instead  of  organizing  around  func- 
tional areas,  Astra/Merck  is  structured 
around  a  half-dozen  "market-driven  busi- 
ness processes,"  from  drug  development 
to  product  sourcing  and  distribution. 
"We  literally  had  a  clean  sheet  of  pa- 
per to  build  the  new  model  company," 
says  Robert  C.  Holmes,  director  of  stra- 
tegic planning.  "A  functional  organiza- 
tion wasn't  likely  to  support  our  strate- 
gic goals  to  be  lean,  fast,  and  focused  on 
the  customer." 

Some  fairly  small  companies  are  also 
finding  the  model  appealing.  Consider 
Modicon  Inc.,  a  North  Andover  (Mass.) 
maker  of  automation-control  equipment 
with  annual  revenues  of  $300  million. 
Instead  of  viewing  product  development 
as  a  task  of  the  engineering  function. 
President  Paul  White  defined  it  more 
broadly  as  a  process  that  would  involve 
a  team  of  15  managers  from  engineering. 


manufacturing,  marketing,  sales,  and 
finance. 

By  working  together,  Modicon's  team 
avoided  co.stly  delays  from  disagree- 
ments and  misunderstandings.  "In  the 
past,"  says  White,  "an  engineering  team 
would  have  worked  on  this  alone  with 
some  dialogue  from  marketing.  Manu- 
facturing wouldn't  get  involved  until  the 
design  was  brought  into  the  factory. 
Now,  all  the  business  issues  are  right  on 
the  table  from  the  beginning." 
TEAM  HATS.  The  change  allowed  Modicon 
to  bring  six  software  products  to  market 
in  one-third  the  time  it  would  normally 
take.  The  company,  a  subsidiary  of  Ger- 
many's Daimler  Benz,  still  has  a  manage- 
ment structure  organized  by  function. 
But  many  of  the  company's  900  employ- 
ees are  involved  in  up  to  30  teams  that 
span  several  functions  and  departments. 
Predicts  White:  "In  five  years,  we'll  still 
have  some  formal  functional  structure, 


but  people  will  probably  feel  free  en 
to  spend  the  majority  of  their  time 
side  their  functions." 

So  far,  the  vast  majority  of  horia 
experimentation  has  been  at  the  1( 
levels  of  organizations.  Increasingly, 
ever,  corporations  are  overhauling  i 
entire  structures  to  bear  a  closer 
semblance  to  the  horizontal  modeldf 
fined  by  consultants  Ostroft  and  otln 
Eastman  Chemical  Co.,  the  $3.5  biio 
unit  of  Eastman  Kodak  Co.  to  be  s- 
off  as  a  stand-alone  company  on  .Ja 
replaced  several  of  its  senior  vice-j) 
dents  in  charge  of  the  key  fund 
with  "self-directed  work  teams."  In.^ 
of  having  a  head  of  manufacturing 
example,  the  company  uses  a  teamji 
sisting  of  all  its  plant  managers.  "It 'a 
the  most  dramatic  change  in  the  coiof 
ny's  70-year  history,"  maintains  Er?? 
W.  Deavenport  Jr.,  president  of  I 
man  Chemical.  "It  makes  people 


CONGRATULATIONS.  YOU'RE  MOVING  TO  A  NEW  PEPPERONI 


If  the  21st  century  corporation  goes 
horizontal,  what  will  its  organization 
chart  look  like?  That's  right,  organiza- 
tion charts— those  dull,  lifeless  templates 
that  reduce  power  relationships  to  a  con- 
fusing mass  of  boxes  and  arrows.  As  a 
growing  numbei"  of  planners  try  to  turn 
a  management  abstraction  into  a  prag- 
matic reality,  organization  charts  are  be- 
ginning to  look  stranger  and  stranger. 

Consider  Eastman  Chemical  Co.,  the 
Eastman  Kodak  Co.  division  to  be  spun 
off  as  a  separate  company  in  January. 
"Our  organization  chart  is  now  called  the 
pizza  chart  because  it  looks  like  a  pizza 
with  a  lot  of  pepperoni  sitting  on  it," 
says  Ernest  W.  Deavenport  Jr.,  who  as 
president  is  the  pepperoni  at  the  center 
of  the  pie.  "We  did  it  in  circular  form  to 
show  that  everyone  is  ecjual  in  the  or- 
ganization. No  one  dominates  the  other. 
The  white  space  inside  the  circles  is 
more  important  than  the  lines." 

Each  pepperoni  typically  represents  a 
cross-functional  team  responsible  for 
managing  a  business,  a  geographic  area, 
a  function,  or  a  "core  competenfe"  in  a 


specific  technology  or  area  such  as  in- 
novation. The  white  space  around  them 
is  where  the  collaborative  interaction  is 
supposed  to  occur. 

Eastman  Chemical's  pizza  isn't  the 
only  paper  representation  of  the  hori- 
zontally inclined  corporation.  PepsiCo 
flipped  its  pyramidal  organization  chart 
upside-down.  To  help  focus  on  customers, 
Pepsi  put  its  field  reps  at  the  top.  Chief 
Executive  Craig  Weatherup  now  calls 
Pepsi-Cola,  the  huge  beverage  unit  of 
PepsiCo,  "the  right-side-up  company."  As- 
tra/Merck Group— nearly  a  pure  hoiizon- 


tal  company— boasts  a  chart  wit  a 
of  six  elongated  rectangles,  eat ' 
senting  a  core  process  of  thi 
ceutical  startup.  Across  the 
series  of  functional  boxes,  or 
ters,"  that  drive  down  throug' 
cesses  with  arrows. 
WILD  SHAMROCKS.  Eor  its  own 
al  model  of  what  the  horizontal 
tion  should  look  like,  McKins 
the  consulting  finn,  came  up  v. 
ly  abstract  rendering  of  thr' 
floating  above  a  trio  of  core  jix 
Each  process  is  represented 


MODELS  FOR 
THE  MODERN 
CORPORATION? 


JAMES 

QUINN'S 

STARBURST 


CHARLES 
HANDY'S 
SHAMROCK 
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covsi 


lion 

Appoint 

a  manager 

3nts  to 

\  or  team  as 

m,  . 

the  "owner" 

of  each  core 

process. 

Create 

multidisciplinary 
teams  to  run 
each  process,  j 


Set  specific 
performance 
objectives  for 
each  process. 


Empower 

employees  with 
authority  and 
information  to 
achieve  goals. 


Revamp  training, 
appraisal,  pay,  and 
budgetary  systems  to 
support  the  new  structure 
and  link  it  to  customer  , 
satisfaction.  M 


leir  organizational  hats  and  put  on 
team  hats.  It  gives  people  a  much 
ler  perspective  and  forces  decision- 
ig  down  at  least  another  level." 
creating  the  new  organization,  the 
ienior  managers  agreed  that  the 
xry  role  of  the  functions  was  to 
)rt  Eastman's  business  in  chemi- 
plastics,  fibers,  and  polymers.  "A 
on  does  not  and  should  not  have  a 
)n  of  its  own,"  insists  Deavenport. 
ion  sense?  Of  course.  But  over  the 
,  the  functional  departments  had 
a-  strong  and  powerful,  as  they 
in  many  organizations,  often  at  the 
se  of  the  overall  company  as  they 
I  to  protect  and  build  turf.  Now, 
Jly  all  of  the  company's  managers 
on  at  least  one  cross-functional 
and  most  work  on  two  or  more  on 
ly  basis.  For  example,  Tom  0. 
■iry,  a  group  vice-president,  runs 
'  ustrial-business  group.  But  he  also 


serves  on  three  other  teams  that  deal 
with  such  diverse  issues  as  human  re- 
sources, cellulose  technology,  and  prod- 
uct-support services. 

These  changes  in  the  workplace  are 
certain  to  dramatically  alter  titles,  career 
paths,  and  the  goals  of  individuals,  too. 
At  AT&T's  Network  Systems  Div.,  each 
of  13  core  processes  boasts  an  "owner" 
and  a  "champion."  While  the  owners  fo- 
cus on  the  day-to-day  operations  of  a 
process,  the  champions  ensure  that  the 
process  remains  linked  with  overall  busi- 
ness strategies  and  goals.  Through  it 
all,  collaboration  is  key.  "An  overriding 
challenge  is  how  you  get  marketing  peo- 
ple to  talk  to  finance  people  when 
they've  thrown  rocks  at  each  other  for 
decades,"  says  Gerald  Ross,  co-founder  of 
ChangeLab  International,  a  consulting 
firm  that  specializes  in  cultural  trans- 
formation. "Your  career  will  be  depen- 
dent on  your  ability  to  work  across 


boundaries  with  others  very  different 
from  you." 

Don't  rush  to  write  the  obituary  for 
functional  management,  however.  No 
companies  have  completely  eliminated 
functional  specialization.  And  even  advo- 
cates of  the  new  model  don't  envision 
the  end  of  managers  who  are  experts  in 
manufacturing,  finance,  and  the  like.  "It's 
only  the  rarest  of  organizations  that 
would  choose  to  be  purely  vertical  or 
horizontal,"  says  consultant  Douglas 
Smith.  "Most  organizations  will  be 
hyl)rids." 

Still,  the  horizontal  corporation  is  an 
idea  that's  gaining  currency  and  one 
that  will  increasingly  demand  people 
who  think  more  broadly  and  thrive  on 
change,  who  manage  process  instead  of 
people,  and  who  cherish  teamwork  as 
never  before. 

By  John  A.  Byrne  in  New  York,  with 
bureau  reports 


porate  governance,  some  companies  such 
as  Mobil  Oil  Corp.  and  Ford  Motor  Co. 
have  put  shareholders  and  the  board  of 
directors  in  boxes  above  the  top  dog. 
But  they  still  favor  the  old  vertical,  com- 
mand-and-control  hierarchy. 

All  of  the  Conference  Boai'd's  best- 
sellers—BankAmerica,  Ford,  General 
Electric,  IBM,  and  Motorola— are  pretty 
much  what  you  would  expect:  plenty  of 
boxes  connected  by  lines  in  steep  pyra- 
mids. Indeed,  under  Ford's  office  of  the 
chief  executive,  there  are  a  mind-bog- 
gling 59  boxes  of  divisions,  departments, 
and  functions. 

Only  a  few  of  the  charts  reflect  the 
trend  toward  horizontal  organization. 
Why?  For  one  thing,  it's  simply  too  ear- 
ly. "Organization  charts  lag  what's  hap- 
pening," says  Douglas  Smith,  a  consultant 
who  helped  develop  the  horizontal  idea. 
"And  a  lot  of  people  can't  figure  out  how 
to  draw  it  any  other  way."  For  another, 
most  of  the  more  dramatic  changes  along 
horizontal  lines  are  occurring  at  division- 
al or  subsidiary  levels.  That's  where- 
at PepsiCo  and  Eastman  Kodak,  at 
least— those  pizzas  and  inverted  pyra- 
mids are  symbols  that  the  business-as- 
usual  days  are  long  gone. 

By  John  A.  Byrne  in  New  York 


circles  on  the  surface.  The 
nbolize  the  multidisciplinary 
tiarge  of  a  specific  process. 
lOt  the  first  time  organization- 
have  tried  to  come  up  with  a 
Itemative  to  the  vertical  struc- 
las  dominated  business  for  a 

more.  Some  have  been  as 
e  shamrock  image  promoted 
Handy,  a  lecturer  at  the  Lon- 
3SS  School.  Its  three  leaves 
;he  joining  forces  of  core  em- 
ternal  contractors,  and  part- 
s.  James  Brian  Quinn,  a  Dait- 
chool  prof,  thought  up  the 
;o  reflect  the  company  that 
lits  like  shooting  stars, 
le  experimental  designs  are 


really  just  metaphors  for  the  21st  centu- 
ry corporation,  not  pragmatic  sti'uctures 
that  any  company  has  actually  adopted. 
And  for  every  upside-down  pyramid, 
you'll  still  find  thousands  of  conventional 
charts. 

Just  browse  through  the  Conference 
Board's  repository  of  organization  charts, 
a  collection  that  features  the  latest  dia- 
grams of  450  corporations,  from  Advance 
Bank  Australia  to  Xerox.  The  New  York- 
based  organization  has  been  selling 
charts,  at  $14  apiece,  for  nearly  a  decade. 
Over  that  time,  the  organizational  dia- 
grams have  gotten  flatter,  with  fewer 
reporting  levels,  and  they've  become 
more  decentralized,  too.  More  recently,  in 
response  to  heightened  concern  over  cor- 
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EMPLOYMENT  I 


JOBLESS  AT  50? 
IT'S  NOT  HOPELESS 


Older  workers  have  more  opportunities  than  just  a  few  years  ago 


w 


'hen  (;AE-Link  Corp.  closed  its 
Sunnyvale  (Calif.)  plant  last 
year,  Rod  Loehr  seemed  des- 
tined to  be  another  unemployment 
statistic.  After  all,  he  was  54  and  had 
worked  for  CAE-Link  for  33  years.  But 
Loehr,  an  engineer,  wasn't  ready  to  re- 
tire—and didn't  have  to.  He  soon  landed 
a  better-paying  job. 

Loehr's  secret?  Resourceful  network- 
ing and  new  skills.  He  used  CAE-Link's 
data  base  of  employees  to  get  in  touch 
with  old  colleagues.  And  Loehr  never 
let  himself  rely  on  past  achievements. 
He  learned  new  software,  and  he  [ilans 
on  tackling  network  technology  next. 
"Taking  classes  helped  me  get  the  posi- 
tion I'm  in,  because  they  saw  that  I  was 
alive  and  not  just  flesh  and  bones,"  says 
Loehr,  now  an  engineering  manager  at 
Litton  Applied  Technology. 

Loehr  is  one  of  the  fortunate  few— but 
he's  not  the  only 
over-5()  success  sto- 
ry these  days.  To  be 
sure,  tough  time 
have  made  it  difficuli 
for  all  age  groups  to 
find  jobs,  l)ut  older 
workers  have  had  it 
especially  rough. 
They  have  had  to 
fight  society's  preoc- 
cupation with  youth, 
not  to  mention  out- 
right age  discrimina- 
tion. And  their  high- 
er salaries  have 
made  them  prime 
targets  for  layoffs. 
From  li)89  to  'wyii, 
the  num!)er  of  over 
50s  who  were  unem 
ployed  jumped  68.r/', 
compared  with  a 
40.6%  increase  fdi 
people  under  50. 

But  now,  there  is 
some  evidence  that 
as  the  economy  im- 
proves, the  tide  may 
be  turning  for  older 
workers,  although 


still  not  quite  as  fast  as  for  younger 
ones.  Through  Octolier,  the  average 
numl)er  of  unemjjloyed  over-50s  dropped 
4.5%  from  last  year,  compared  with  a 
5.1%  decline  for  workers  undei-  50.  Age- 
discrimination  claims  filed  with  the 
Ecjual  Employment  Opportunity  Com- 
mission dropped  by  9.2%  in  the  fiscal 
year  ended  Sept.  30. 
MORE  SEASONING,  For  many  job  hunters 
and  career  c(nmselors,  the  statistics 
show  what  they  already  knew:  While 
age  can  sometimes  be  an  obstacle,  it's 
not  always  an  insurmountal)le  one— and 
it  can  even  be  an  asset.  "We  are  defi- 
nitely seeing  more  of  an  interest  in  old- 
er workers,"  says  Kate  Wendleton, 
founder  of  the  Five  O'Clock  Clul),  a  na- 
tional career-strategy  group.  "Compa- 
nies that  were  burned  by  the  young 
MBAs  are  deciding  that  they  want  more 
seasoned  talent." 


Some  veteran  managers  who 
been  laid  off  from  large  companit 
being  grabbed  by  their  former  n 
Others  are  selling  their  skills  as 
porary  CEOs.  But  older  workers  : 
levels  ai-e  having  the  most  luck  tar^ 
smaller  companies,  where  their  abili 
step  right  in  is  key.  Still,  no  m. 
where  older  workers  set  their  si 
the  strategy  used  to  find  work  i 
sential  to  their  success  (table). 

For  older  casualties  of  downsizini' 
keep  their  skills  current,  finding  ; 
may  be  little  more  painful  than  it  \ 
younger  applicants.  Consider  an  i 
nal  survey  by  Jannotta  Bray  &  A 
ates,  a  Chicago-based  career  mai 
ment-services  firm.  So  far  this  ye 
found  that  executives  over  50  eai 
upwaixls  of  $100,000  took  an  avera 
eight  months  to  place,  according  to 
Wilson,  Midwest  managing  directoi 
executives  under  50,  placement 
about  seven  months.  But  Wilson  \' 
that  chance  of  success  may  boil 
to  how  far  past  50  the  individu 
"In  the  early  50s,  it's  a  difficult  m 
Init  not  as  difficult  as  for  those  n 
other  half  of  the  midpoint— 55 
above,"  he  says. 

Dean  E.  Ridlon  was  55  when  ht 
ed  on  the  street  after  a  long  car( 
banking,  most  recently  as  the  he 
the  trust  department  at  the  Bai 
Boston.  But  he  got  lucky.  An  exei 
reci'uiter  callefl  on  his  first  day  at  1. 


LOEHR,  NOW  55:  "TAKING  CLASSES 
HELPED  ME  GET  THE  POSITION  I'M  IN' 


ALIfEliONGSTRATB 
fOR  JOBSUCCESS 

Laid-off  older  workers  ca 
buck  the  odds  and  snag  \ 
good  jobs  by  applying  th 
same  techniques  as  youn  v- 
workers: 

►  Constantly  upgrade 
skills  instead  of  resting  c  ■ 
past  perfornnance  1 

>►  Develop  a  broad  one  ; 
expanding  range  of  cor 
tacts  and  keep  current 

►  Target  high-growtfi 
obs  or  industries,  or  smi  i 
ausinesses 

►  Market  experience,  e 
ergy,  and  flexibility — nc 
years  of  service 

►  Price  skills  according  > 
what  tfie  market  will  bee 
instead  of  prior  salary 
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,hin  weeks,  he  was  CKo  of  Haldor  In- 
tment  Advisors  in  Boston.  He  now 
lages  $1  billion  in  assets  and  a  staff 
3.  Although  it's  a  smaller  group,  he 
as  much  more  than  before.  "These 
;r  executives  often  have  a  more  ra- 
al  perspective,"  says  Nicholas  Hurd, 
Boston-based  executive  search  con- 
ant  who  recruited  Ridlon  to  Haldor. 
&L  BIDS.  No  matter  what  your  age, 
ilps  if  you're  known  in  the  field— and 
anate  to  be  in  an  industry  with  jobs, 
t's  v/hat  Jeanne  Pape,  51,  discovered 

summer,  when  her  division  was 
nsized.  Pape  had  spent  the  past  27 
■s  in  sales  for  A.  C.  Nielsen  Co.  and 
uccessors.  Over  the  years,  she  had 
,  a  name  for  herself  in  publishing, 

through  her  work  and  her  trade- 
p  activities.  So  when  she  got  axed, 
landed  interviews  with  her  former 
's— and  a  "better  deal,"  she  says. 


She  now  sells  computer  services  to  mag- 
azine publishers  for  JCI  Data  Process- 
ing Inc.  in  Cinnaminson,  N.J. 

Some  older  workers  are  opting  not 
to  look  for  jobs  at  all.  When  Richard 
Kite's  marketing  position  at  Owens-Corn- 
ing Fiberglas  Corp.  was  phased  out  this 
summer,  he  chose  a  severance  package 
instead  of  a  job  within  the  company.  He 
used  the  money  and  his  29  years  of  ex- 
perience to  launch  Results  Inc.,  a  con- 
sulting firm  near  Toledo.  Since  opening 
five  months  ago,  Hite  has  lined  up 
enough  clients  to  earn  about  half  his 
former  six-figure  salary  this  year.  If 
business  keeps  up,  he  hopes  to  exceed 
his  prior  income  by  early  199.5. 

Of  course,  positive  thinking  and  grit 
can  go  only  so  far  when  good  jobs  are 
few.  Dorothy  Mann,  53,  has  been  job 
hunting  since  February,  1992,  when  her 
position  as  marketing  manager  at  Purdy 


Pi'oducts,  a  cleaning-goods  manufacturer, 
was  cut.  She  has  had  two  temporary 
jobs  in  the  interim.  When  Mann  is  not 
working,  she  mails  out  15  resumes  a 
week  and  averages  four  interviews  a 
month.  Even  though  she  has  been  of- 
fered three  full-time  jobs  this  year,  all 
paid  at  least  $15,000  less  than  her  for- 
mer $45,000  salary. 

It's  never  easy  to  be  unemployed,  but 
longevity  is  giving  Mann  and  others  rea- 
son to  take  heart.  "When  I  started  15  to 
20  years  ago,  people  used  to  be  con- 
cerned when  they  turned  40,"  says  Bill 
Beeson,  a  partner  at  Lawrence-Leiter 
and  Co.,  a  search  firm  in  Kansas  City, 
Mo.  Now,  "the  age  has  crept  up  to  50." 
If  workers  stay  productive,  and  compa- 
nies get  smart,  it'll  keep  rising. 

By  Lori  Bongionio  in  New  York,  with 
Ann  Therese  Palmer  in  Chicago,  Judy 
Temes  in  Boston,  and  bureau  reports 


Commentary/by  Michele  Galen 


MYTHS  ABOUT  OLDER  WORKERS  COST  BUSINESS  PLENTY 


A  merica  is  aging:  In  just  two 
years,  the  baby  boomers  start 
^turning  50.  By  2005,  some  30% 
1  he  population  will  be  50  or  over. 

•kers  55  and  above  are  the  fastest- 
1  dng  sector  of  the  \abov  force.  From 
I  )  to  2005,  their  ranks  are  expected 
(  imp  43.7%. 

uch  figures  send  a  sobering  mes- 
^  '  to  employers  caught  in  a  wave  of 
i.  ffs  and  early-retirement  programs 
are  thinning  out  older  workers:  To 
competitive,  they  must  make  bet- 
ise  of  graying  talent, 
eginning  that  process  means  get- 
rid  of  stereotypes  about  older 
cars.  Too  many  companies  today  as- 
e  that  workers  over  50  are  less 
ble  and  productive,  more  expen- 
and  just  not  as  "with  it"  as  their 
ger  coOeagues.  In  fact,  the  opposite 
ue:  Older  workers  consistently  re- 
'.  high  ratings  on  key  job  skills,  loy- 
reliability,  and  lack  of  turnover 
ibsenteeism,  according  to  a  recent- 
)mpleted  five-year  study  by  the 
tnonwealth  Fund  in  New  York,  as 
as  other  research. 
lING  GOlf.  Companies  that  dismiss 
workers  are  often  losing  superior 
oyees.  For  her  new  book,  The 
evity  Factor:  The  New  Recdity  of 
Careers  and  How  It  Can  Lead  to 
r  Lives,  Lydia  Bronte,  a  Manhattan 
itologist,  interviewed  150  people 
'  102  who  have  stayed  at  work, 
ound  that  almost  half  of  them  had 
most  productive  years  at  50  or 
Another  taking-off  point  began 
d  65,  when  one-third  of  the  group 


THE 

GRAYING 
UVBOR  fORCE 


had  a  major  achievement.  "It  makes  no 
sense  to  early-retire  people  in  their  ear- 
ly 50s  or  treat  them  as  if  they  are  old," 
says  Bronte.  "They  aren't  old.  No  way." 

To  take  advantage  of  such  workers, 
companies  must  face  another  myth:  that 
anyone  over  50  is  marking  time  imtil  re 
tirement  and  so  isn't  worth  developing 
or  retraining.  But  many  older  work- 
ers—whether forced  to  retire  or  not— 
want  to  keep  working  for  personal  and 
financial  reasons.  Take  James  D.  Moore, 
50,  of  Alexandria,  Va.  With  26  years 
in,  he  exercised  an  ear- 
ly-retirement option 
from  BellSouth  Corp. 
But  Moore  wanted  to 
keep  working— for  two 
reasons:  He  had  a  pair 
of  kids  in  college.  And 
he  just  wasn't  ready  to 
pack  it  in.  "I  couldn't 
see  myself  playing 
golf,"  says  Moore.  He's 
now  vice-president  for 
training  and  develop- 
ment at  Northern  Tele- 
com Inc. 

Instead  of  laying  off 
older  workers  wholesale,  employers  can 
create  aiTangements  that  benefit  both 
them  and  the  employee.  For  example, 
companies  could  cut  back  on  hours  or 
pay:  Older  employees  could  still  con- 
tribute but  enjoy  greater  freedom.  Such 
aiTangements  also  would  let  employers 
protect  their  talent  base  and  avoid  mil- 
lions in  costly  severance  packages. 

Or  employers  could  look  for  places 
in-house  to  exploit  their  experience. 


45 


30 


15 


I  AGE  I  AGE  I  AGE  ■ 
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▲  ESTIMATED  PERCENT  CHANGE  (1990-2005) 
DATA:  BUREAU  Of  LABOR  STATISTICS 


Recognition  International  Inc.  in  Dal- 
las, for  one,  has  been  downsizing  for 
the  past  four  years.  But  of  the  250 
workers  who  have  lost  their  jobs,  as 
many  as  100— more  than  half  of  those 
who  were  over  40— found  other  posi- 
tions within  the  company,  says  Wilemia 
Shaw,  vice-president  for  human  re- 
sources. Through  a  practice  known  as 
"in-placement,"  Recognition  gives  work- 
ers the  chance  to  take  on  other  assign- 
ments at  the  same  salary  and  benefit 
level.  While  the  work  is  usually  only 
temporary,  the  hope  is 
that  it  will  turn  into 
something  more  last- 
ing. "These  people 
probably  have  a  spe- 
cial skill  that  we  just 
can't  get  on  the  mar- 
ket—not at  the  price 
we  could  give,"  Shaw 
explains. 

Before  companies 
can  fully  utilize  the 
graying  work  force, 
older  workers  must 
make  changes,  too. 
Despite  the  tight  job 
market,  too  many  still  believe  the  world 
owes  them  a  living  because  of  all  the 
years  they  put  in,  and  so  they  don't 
bother  to  update  their  skills.  Others  as- 
sume—rightly or  wrongly— that  age  is  a 
problem  and  take  themselves  out  of  the 
running.  Ultimately,  both  employees  and 
employers  must  become  age-neutral. 
That  way,  older  workers  can  rise  or  fall 
on  their  abilities  and  not  on  outdated 
notions  of  what  age  means. 
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^eryone  said  the  Balboa  Bearcats 
couldn't  win.  That  they  were 
mall,  didn't  have  any  substitute 
^rs,  and  their  best  striker  was 
vith  the  chicken  pox.  But  what 
^one  couldn't  see  was  what  was 
e.  You  see,  the  Balboa  Bearcats 
I  dream.  And  that  was  to  be 
est  team  in  the  All -Valley 
lament.  To  make  up  for  the 
3f  size  with  heart,  guts  and 
mination.  To  work  together 
rd  a  common  goal. 


also  have  a  goal.  Even  though  it 
has  nothing  to  do  with  winning 
trophies  or  awards. 

For  years,  teams  of  Canon 
employees  from  every  area  of  oper- 
ations have  been  working  to  create 
environmentally  correct  programs  to 
help  care  for  and  preserve 
our  world's  resources,  soccer 
Programs  ranging  from  the  develop- 
ment of  alternative  clean  energy 
sources,  to  cleaner  manufacturing 
processes,  to  a  cartridge  recycling 

It  takes  teamwork. 


Canon,  we  believe  that  dreams 
xome  reality  That's  why  we've 
proudly  supporting  young 
es,  in  many  fields,  ^^j^^u^^ 
ars.  And  why  we're 
to  be  an  Official  ^"^^^C^ 
Iwide  Sponsor  of  World  Cup 
and  U.S.  Soccer.  Because  we 
what  it  takes  to  be  committed 
obal  dream.  You  see,  we 


program.  And  all  designed  with  the 
same  vision.  To  help  our  communi- 
ties become  a  better  place  for  all 
of  us.  Because  at  Canon,  we've 
learned  something  from  Kristen, 
Nicole,  Sarah,  Amy,  Mary  Beth, 
Roseann,  Sandi,  Beverly  Rachel,  Dee, 
and  Eileen.  And  that's  to  make  a 
world  of  difference  takes  teamwork. 
And  a  dream. 


Canon 
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INVESTIGATIONS  I 


THE  TWO  EMPIRES 
OF  MAX  CHAPMAN 


He  has  made  Nomura  Securities'  U.S.  operation  a  success — but  side  ventures  are  raising  questicie 


In  many  ways,  Max  C.  Chapman  Jr. 
i.s  Nomura  Securities  Co.'s  dream  ex- 
ecutive. He  was  a  respected  Wall 
Street  insider  who  had  been  president  of 
Kidder,  Pealjody  &  Co.  When  Nomura, 
the  world's  largest  l)rokerage,  hired  him 
in  1989  to  l)ecome  the  first  American 
to  run  a  Japanese  firm's  U.  S.  opera- 
tions, its  executives  saw  Chapman  as  a 
key  to  unlock  the  U.  S.  financial  mar- 
kets. Nomura  Securities  International 
(NSI),  Nomura's  U.  S.  subsidiary,  had 
been  in  New  Yor'k  for  39  yeai's  without 
earning  a  profit. 

Today,  Chapman  is  in  the  fourth  year 
of  a  five-year  employment  contract  and 
is  angling  for  a  promotion.  "At  some 
point,  Nomura  will  say  to  me, 
'We  would  like  you  to  do 
something  more,' "  he  says. 
"Or  I'll  decide  to  do  some- 
thing else." 

Chapman,  .50,  can  make  a 
strong  case  for  himself.  He 
has  gone  a  long  way  toward 
making  NSI  into  an  American 
company.  He  has  weaned  it 
away  from  dependence  on 
Japanese  clients  and  says  it 
now  does  more  than  90%  of 
its  business  with  U.  S.  cus- 
tomers. NSl's  capital  has 
swelled  from  $377  million  to 
$840  million,  its  assets  are 
now  $40  billion,  and  it  has  850 
employees.  Best  of  all,  thr 
firm  earned  $40  million  from 
April  to  September,  1993,  and 
is  on  track  to  earn  over  SlOli 
million  through  March,  1991. 
says  Chapman.  "We  were 
pygmy  in  America  four  year 
ago.  Now,  we're  a  good,  soliil 
medium-sized  firm,"  he  says. 

Clouding  Chapman's  su( 
cesses,  though,  is  considerabk 
controversy  within  Nomur.i 
al)0ut  what  is  known  intci- 
nally  as  Max  Inc.,  two  unpub 
licized  ventures  established 
by  Chapman  and  run  indepeii 
dently  of  Nomura  for  his  own 
benefit.  Chapman's  main  en- 


tity is  Moran  Group,  an  investment  firm 
formed  in  October,  1992.  Another  en- 
tity is  CCM  Capital,  which  does  lever- 
aged-buyout  deals. 

Several  securities  exjjerts  see  the  pos- 
sibility of  a  conflict  between  these  out- 
side ventures  and  Chapman's  obligations 
to  Nomura.  Says  Roy  C.  Smith,  profes- 
sor of  finance  at  New  York  University's 
Stern  School  of  Business  and  a  Wall 
Street  veteran:  "This  creates  a  division 
of  a  guy's  time  between  his  employees 
and  his  [own]  principal  activities.  How 
can  you  expect  him  to  give  his  last  dol- 
lar and  his  last  10  minutes  when  he 
might  rather  put  it  into  his  own  trading 
activities?"  He  adds  that  while  Japanese 


firms  are  often  willing  to  give  bi  ( 
cense  to  attract  senior  U.  S.  execi 
"this  is  a  special  arrangement 
wouldn't  be  tolerated  at  a  majoi- 
firm  because  of  potential  conflicts, 
UNHAPPY.  Junichi  Ujiie,  co-chairnc 
NSI  with  Chapman,  backs  Chaji: 
"Compared  to  the  success  he,  ai 
together  with  him,  brought  to  tlii- 
pany,  I  really  don't  think  this  [ai  i 
ment]  is  overly  sweet  to  him." 
sources  close  to  Nomura  say  his 
nese  bosses  have  been  uneasy 
Chapman's  outside  activities  and 
i)een  trying  to  exert  some  contiM 
them.  But  not  until  Oct.  1  of  thi^ 
was  Nomura  able  to  get  Chapmi 
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!  to  tofmal  oversight  of  liis  person- 
iding  activities. 

apman  was  visibly  unhappy  when 
JESS  WEEK  asked  him  questions 
I  his  private  business  dealings, 
e  details  the  magazine  uncovered 
documents  and  extensive  inter- 
;  with  Wall  Street  executives,  trad- 
former  Nomura  employees,  and 
es  close  to  the  firm.  Chapman  de- 
iny  conflicts.  He  admits  that  having 
esses  on  the  side  is  unusual  on 
Street  but  adds  that  "just  because 
nusual,  doesn't  mean  it's  wrong." 
man  says,  and  Nomura  has  con- 
d,  that  all  of  his  business  activities 
disclosed  and  approved  by  Nomui'a 
3  he  began  them  and  that  under 
ctober  agreement,  every  trade  he 
is  reviewed  and  cleared  by  Nomu- 
'  the  firm  does  well  and  I've  bene- 
that's  what  the  deal  is  all  about," 
j  Chapman.  "Nomura  is  not  uncom- 
)le.  They  know  what's  going  on." 
I  he  says  his  priorities  are  clear: 
)  wn  personal  business  has  taken 
(  d  fiddle  to  the  firm's  business." 
\  pman's  ownership  of  Moran  Group 
li  irred  up  most  of  the  debate  with- 
ij  mura.  According  to  filings  with 
lelaware  Secretary  of  State,  Mo- 
!  a  limited  partnership  run  by  a 
al  partner,  Gardner  Capital  Man- 
;nt  Corp.  who  is  none  other  than 


In  October,  Nomura  put 
formal  measures  in  place 
to  oversee  Chapman's 
personal  trades 


Chapman.  Moran's  offices,  as  well  as 
CCM  Capital's,  are  in  the  same  building 
in  the  World  Financial  Center  as  NSl's  of- 
fices. Chapman  says  he  spends  very  lit- 
tle time  on  his  personal  business  and 
"very  seldom"  visits  Moran's  offices,  ex- 
cept occasionally  to  "have  a  sandwich 
with  the  guys  at  lunch." 

Chapman  confirms  that  Moran  manag- 
es money,  but  he  won't  comment  on  its 
clients.  Knowledgeable  sources  close  to 
Nomura  say  that  Moran's  money  comes 
fi"om  one  exclusive  client,  Ross  Capital. 
According  to  several  Wall  Street  trading 
sources,  Ross  is  part  of  a  gi"oup  of  most- 
ly Bermuda-based  companies  run  by 
Wolfgang  Flottl,  a  secretive  Austrian 
banker  and  big-league  trader.  Arthur 
Liman,  Flottl's  attorney,  declined  com- 
ment. 

Sources  close  to  Nomura  maintain 
that  in  some  cases.  Chapman  gets  prefe- 
rential treatment  from  Nomura  for  his 
Moran  trades.  They  allege  that  although 
the  firm  doesn't  lose  money  on  the 
transactions.  Chapman  sometimes  gets 


better  pricing  and  better  financing  rates 
than  Nomura's  best  customers. 

At  times,  assert  these  sources,  Chap- 
man has  personally  walked  down  on  the 
trading  floor  and  executed  trades  for 
Moran.  To  illustrate  how  it  works,  they 
say  Chapman  will  go  to  a  bond  trader 
and  ask  the  trader  to  tell  him  how  much 
it  would  cost  to  buy  500  long  bonds. 
The  bond  trader,  the  sources  say,  might 
quote  Chapman  a  favoral)le  price,  since 
Chapman  ultimately  controls  that  trad- 
er's bonus.  Although  a  customer  nor- 
mally would  finance  a  transaction  at  the 
London  Interbank  Offered  Rate  plus  3 
percentage  points.  Chapman  might  get  a 
rate  of  LiuoK  plus  2  points. 
GOOD  CUSTOMER.  Chapman  denies  that 
he  has  ever  received  preferential  treat- 
ment or  that  he  pulls  rank  at  Nomura  to 
get  a  good  deal.  "I  conduct  my.self  hon- 
estly. My  first  responsibility  is  to  man- 
age Nomura.  I've  never  argued  about  a 
commission."  He  says  he  did  execute 
trades  for  Moran  in  the  "first  month  or 
so"  after  it  was  formed  but  since  has 
stopped.  "When  I  first  started,  I  would 
say,  'Go  buy  some  futures.'  We  decided 
it  was  not  a  good  idea.  I  stopped  doing 
that.  Procedures  were  put  in  place."  Ac- 
cording to  Chapman,  the  October  agree- 
ment "says  I  will  not  interface  with  the 
salesmen,"  that  trading  will  be  "done  on 
a  fully  disclosed  basis,"  and  that  "No- 
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mura  has  the  right  to 
cancel  the  trade." 

Chapman  argues  that 
Moran  generates  com- 
missions for  NSI  because 
it  is  a  good  customer. 
Under  the  October 
agreement,  Chapman 
pays  Nomura  an  advi- 
sory and  administrative 
fee  for  access  to  Nomu- 
ra's ideas  and  research 
and  its  monitoring  of 
Moran's  trading. 

Peter  Chepucavage, 
NSl's  general  counsel, 
says  permission  to  es- 
tablish Moran  was  add- 
ed to  Chapman's  con- 
tract when  Moran  was 
organized.  "We  decided 
to  approve  it  because  it 
did  not  interfere  with 
his  responsibility  as  co- 
chairman  of  NSI,"  says 
Ujiie.  Before  the  Octo- 
ber agreement,  says 
Chepucavage,  he  was 
"personally  responsible  for  looking  at 
[Chapman's]  trades."  Chepucavage  says 
the  agi'eement  set  up  a  committee  of 
four  NSI  executives  to  oversee  Chap- 
man's trading.  "He  trades  a  lot,  and  I 
was  busy,  and  it's  fair  to  say  I  wanted 
some  help,"  he  says.  The  committee  is 
made  up  of  managers  who  report  to 
Chapman,  which  experts  say  is  not  an 
ideal  situation.  Says  Harvey  J.  Goldsch- 
mid,  law  professor  at  Columbia  Univer- 
sity law  school:  "In  general,  we  would 
want  disinterested  directors  passing  on 
any  transactions  of  that  CEO,  or  senior 
executives  above  the  CEO,  not  below." 
INTIMIDATING.  CCM  Capital,  Chapman's 
LBO  firm,  was  set  up  in  December,  1992, 
and  is  run  by  T.  Guy  Minetti,  former 
head  of  Kidder's  high-yield  department, 
according  to  Private  Equity  Analyst,  a 
Wellesley  (Mass.)  newsletter.  Chapman 
has  given  CCM  up  to  $25  million  to  invest 
and  pays  CCM  a  management  fee  on  that 
amount  to  cover  overhead  for  the  three- 
man  operation.  Chapman  says.  So  far, 
CCM  has  bought  two  small  companies 
for  a  total  of  $3  million  in  equity.  "He 
set  Guy  up  with  money.  Max 
makes  all  the  decisions,"  says  a 
former  colleague.  Chapman 
says  he  has  a  clause  in  his  orig- 
inal contract  with  Nomura  that 
allowed  him  to  start  a  mer- 
chant-banking fimd.  He  says  his 
only  role  at  CiM  is  to  provide 
capital. 

Despite  all  the  controversy. 
Chapman  has  done  well  build- 
ing NSl's  businesses.  As  a  man- 
ager, he  is  both  charming  and 
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intimidating,  with  a  bull-in-a-china-shop 
style  that  doesn't  always  please  his  Jap- 
anese bosses.  "Max  is  relentless  in  pur- 
suit of  success,"  says  John  E.  Toffolon 
Jr.,  NSl's  chief  financial  officer. 

His  hard-driving  style  at  NSI  may  de- 
rive in  part  from  lingering  disappoint- 
ment that  he  didn't  get  the  top  job  at 
Kidder.  A  slow  learner  until  high  school 
because  of  dyslexia.  Chapman  says  he 
ultimately  graduated  with  straight  As. 
He  went  to  the  University  of  North  Car- 
olina on  a  football  scholarship  and  then 
joined  the  Marines.  "My  wife  says  I 
spend  my  life  proving  myself  to  peo- 
ple." He  is  not  modest  about  his  wealth. 
With  his  new  Gulfstream-3  jet,  a  sprawl- 
ing ranch  in  Wyoming,  and  property  in 
Virginia,  he  likes  to  brag,  "I  don't  have 
to  work  to  earn  a  living." 

Instead  of  competing  head-on  with 
the  big  Wall  Street  firms  for  custom- 
ers, when  he  joined  Nomura  Chapman 
targeted  a  few  niche  areas  where  No- 
mura's abundant  capital  might  have  an 
advantage.  He  hired  Wall  Street  vete- 
rans and  former  lieutenants  from  Kid- 
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der,  such  as  Joseh 
Schmuckler,  to  s;r 
proprietary  tradiiy 
oration,  which  is  'e 
expanded  to  cusir 
businesses.  Nomm  ; 
has  a  successful  r'j' 
tate  financing  bu 
headed  by  Mich; 
Berman,  formei 
Kidder,  an  equit^ 
sion  under  James 
Reed  from  Barii 
curities,  and  a 
bond  effort  head 
LavvTence  J.  Ponn 
an  ex-Drexel  ban 
Nomura  still  is 
major  player  in 
Street's  main  bu- 
es  of  investment 
ing,  mergers  and 
sitions,  or  instill 
stocks     and  ! 
"We're  about  t<i 
up  on  the  radar  s 
in  equity  and  deb 
Robert  D.  howA. 
joined  NSI  from  First  Boston  Ci 
head  investment  banking.  But 
made  big  ini'oads  in  some  niche- 
as  program  trading  and  collatei. 
mortgage-obligations. 
TOUGH  SPOT.  Right  now,  all  of  Ns 
an  intense  Max  watch.  With  hi 
tract  expiring  in  late  1994,  the 
leadership  is  up  in  the  air.  Ruuk 
rampant.  Some  have  Chapman  r\ 
for  senator  fi*om  Wyoming,  while  ± 
think  he  may  leave  and  build  a  laiei 
nancial  empire.  But  what  Chapmn 
ly  seems  to  want  is  more  respoii 
at  Nomura.  In  addition  to  keepii 
trol  of  Nomura's  U.  S.  operatio 
would  like  to  run  Norrmra's  Lom  n 
fice,  says  one  Nomura  exec. 

Nomura  is  in  a  tough  spot, 
creasing  its  global  presence  and 
way  ahead  of  the  rest  of  the  Ja 
bi'okerages  in  adjusting  to  the 
mai'ket.  Chapman  has  been  diffi^ 
work  with,  l)ut  losing  him  could  m 
expansion  efforts. 

Officially,  the  Japanese  in  Tok 
New  York  back  Chapman.  Says  I 
Tonomura,  executive  vie 
ident  of  Nomura:  "We 
hope  that  he's  going  to 
ue  as  CEO."  Nomura,  t 
got  more  than  it  bargaii 
when  it  hired  Chapma 
his  bosses  must  decide  w 
his  contributions  are  woi 
controversial  dealings. 

By  Leah  Nathans  S; 
Neir  York  and  Larry  1 
in  Tokyo,  with  Sandra  b-^ 
ison  in  Denver 
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MORTGAGE  BANKING  I 


THE  BIG  CHILL 

FOR  MORTGAGE  BANKERS 


With  fewer  homeowners  looking  to  refinance,  a  shakeout  is  likely 


The  unprecedent- 
ed decline  in 
interest  rates 
over  the  past  few 
years  has  l>een  a  bo- 
nanza for  homeown- 
ers, who  have  rushed 
to  refinance  mortgag- 
es at  much  lower 
rates.  The  decline  has 
also  meant  lucrative 
paydays  for  mortgage 
bankers  and  brokers, 
who  account  for  half 
the  nation's  mortgage 
volume.  Allan  Gutter- 
man,  president  of  Re- 
sponse Professional 
Placement  Inc.,  a 
New  York  mortgage- 
banking  agency,  says 
he  has  "more  assign- 
ments than  I  can 
physically  handle." 

Unfortunately,  the 
party  may  be  winding 
down.  Interest  rates 
have  leveled  off.  And 
with  holders  of  more  than  $1  trillion  in 
adjustable- rate  mortgages  having  already 
I'efinanced  their  mortgages,  fewei"  home- 
owners will  be  looking  to  redo  theirs. 
The  Mortgage  Bankers  Assn.  expects 
mortgage  lending  to  decline  from  a 
record  $L1  trillion  in  1993  to  $849  billion 
next  year,  chiefly  because  of  a  big  slow- 
down in  refinancing  activity  (chart). 

This  could  l)e  good  news  for  home- 
owners. Increased  competition  among 
lenders  should  pnxluce  better  deals  on 
loans.  But  it  would  l)e  very  bad  news 
for  mortgage  bankers,  many  of  whom 
depend  more  heavily  on  refinancings 
than  on  lending  for  new  home  purchases. 
"If  you  can't  compete  by  having  a  low 
price,  you're  going  to  get  killed,"  says 
Lawrence  Swedroe,  vice-chairman  and 
chief  economist  of  Prudential  Home 
Mortgage  Co.,  a  subsidiary  of  Prudential 
Insurance  Co.  of  America. 

In  the  late  198()s,  after  moilgage  rates 
turned  around  and  spiked  upward,  many 
mortgage  lenders  and  l)r()kers  went  out 
of  business,  and  employment  in  the  in- 
dustry dropped  by  20%.  But  some  pre- 
dict the  coming  vears  will  be  even  more 


PRU'S  SWEDROE:  WITHOUT  A  LOW  PRICE,  YOU'LL  "GET  KILLED' 


painful  for  the  nearly  200,000  people  in 
the  industry.  Says  Stuart  Feldstein, 
jiresident  of  smk  Research  Corp.  in  Budd 
Lake,  N.  .J.:  "We  have  the  potential  for  a 
contraction  that  would  make  that  one 
look  like  a  walk  in  the  park."  Feldstein 
thinks  lending  activity  could  fall  by  50% 
over  the  next  few  years,  and  tens  of 
thousands  of  mortgage  bankers  could 
lose  their  jobs. 

Exacerbating  the  mortgage  bankers' 
plight  is  their  jiredilection,  shared  with 
many  other  financial-services  companies, 
for  staffing  up  in  good 
times  and  cutting  back 
when  things  turn  bad. 
When  rates  were  high 
and  refinancings  were 
scarce  in  the  late  1980s, 
industry  employment 
flropped  fi-om  183,000  in 
mid-1987  to  147,000  two 
years  later.  When  rates 
fell  and  refinancings  in- 
creased, the  ranks  of 
mortgage  l)ankers 
swelled  to  19.5,000  by 
September,  1993. 


ol 
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END  OF  THE 
REFINANCING  BOOM? 
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Many  in  the  industry  believe  :( 
gage  brokers  would  be  paiticulai'ly  j 
hit  by  a  drop  in  mortgage  origina  > 
For  some,  the  pain  has  begun:  ,v 
Kaufman,  chairman  and  CEO  of  43 
National  Mortgage  Inc.  in  West 
N.Y.,  says  some  of  the  brokers  he 
with  have  already  seen  a  30%  d 
in  volume.  What's  more,  many  br 
are  former  bankers  and  thrift 
fives  who  have  hung  out  shingl 
mortgage  brokers  and  could  be 
hurt  by  a  slowdown. 
STANDING  PAT.  Some  companies,  h 
ei-,  have  strategies  to  contend  wit 
slowdown.  Prudential  Home  Mor 
handles  relocation  programs  for 
240  major  corporations— a  good  sou 
new  high-quality  loans.  It  also  off' 
finity  programs,  marketing  to  mei 
of  the  American  Medical  Assn 
American  Dental  Assn.,  and 
Even  though  Swedroe  expects  a 
turn  in  lending  by  late  1995,  h 
Prudential  booking  a  record  $45 
in  home  mortgages  in  1993.  Sim 
Countrywide  Credit  Industries 
oi)ening  retail  offices  and  targeting 
buyers  ahead  of  refinancers,  as  w 
exjjanding  into  new  businesses  si 
mutual-fund  sales. 

Mortgage  bankers  are  also  h( 
bets  by  holding  on  to  mortgage-ser 
rights.  As  servicers,  they  coUec 
rowers'  monthly  payments  and 
I'scrow  accounts.  When  rates  ar 
iiig  and  refinancings  booming,  ser 
rights  lose  value  because  the  loan: 
serviced  often  get  prepaid.  As  ra.U 
the  i-everse  is  true. 

Many  companies  have  also  in' 
in  technology  and  boosted  produi 
improving  their  ability  to  weat 
downturn.  Stephen  B.  Ashley,  inc 
president  of  the  Mortgage  Bs 
Assn.  and  chairman  and  chief  exe 
officer  of  Sibley  Mortgage  Corp.  in 
ester,  N.Y.,  says  his  company 
cessing  30%  more  mortgages  thi 
than  last— with  the  same  branch 
Doomsayers  .see  the  decline  in 
gage  lending  persisting  for  yea: 
cause  millions  of  homeowners  wil 
rate  loans  wil 
compelled  to  sts 
for  a  long  time 
may  be  extrem 
even  the  more 
ate  forecasters  & 
times  ahead.  Mo 
bankers  who  las 
had  their  phone: 
ing  off  the  hook 
too  soon  be  twi 
their  thumbs— or 
out  job  applicatif 
By  Kelley  Hoh 
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C.is  Computing 
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Catching  the  fish  is  easy 

It's  the  processing.  Man- 
nfacturing.  And  distribution 
that  make  the  difference. 

And  nobody  knows  that 
better  than  Van  Camp  Seafood 
Co.,  hie,  the  makers  of  the 
well-known  brand, 
Chicken  of  the  Sea. 

As  a  customer- 
driven  company 
Van  Camp  Seafood 
Co.,  Inc.  uses  CA-PRMS  for  the 
AS/400.  It's  the  first  enter- 
prise-wide manufacturing, 
financial  and  distribution  soft- 
ware that  incorporates  cus- 
tomers into  every  aspect  of 
operations. 

"CA-PRMS  has  helped  us 
be  much  more  responsive,  more 
tlexible,  and  more  profitable," 
says  lack  Boyles,  Director  of 
MIS.  "Our  customers  demand 
incredible  delivery  schedules  - 
x'irtualK'  made-to-order.  But 
we  can 
handle  it. 
CA-PRMS 
has  raised 
the  quality 
of  opera- 
tions to  a 
whole  new 
lex 'el." 


Jack  Boyles, 
Director  of  MIS  for 
Van  Camp  Seafood  Co.,  Inc., 
USES  CA-PRMS  manufacturing 
software  to  turn 

THE  world's  finest  TUNA  INTO 

Chicken  OF  THE  Sea*. 


And  what  about  the  fish 
that  got  away? 

"Haven't  lost  one  yet."  says 
Boyles,  smiling. 

Spoken  like  a  true 
fisherman. 


•iSSOCIATES 

Soffware  superior  by  design. 


"  'Ccimpuler  Associates  International,  Inc.  One 
Coitiputer  Associates  Plaza.  Islandia,  NY  1 1 788-7000. 
l-800-CALLCAI.  All  product  names  referenced  herein 
are  trademarks  of  their  respective  companies. 
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Commentarv/l)V  Michael  Schroeder 


WALL  STREET  SHOULD  STOP  PLAYING  THE  BULLY 


Six  years  ago,  the  Supreme  Couit 
handed  down  a  decision  that 
Wall  Street  thought  was  a  major 
victory.  Instead  of  allowing  investors  to 
take  their  broker  to  court,  the  high 
court  ruled  that  investors  are  bound 
by  the  standard  brokerage-account  con- 
tract, which  requires  complaints  to  be 
resolved  through  arbitration.  The  in- 
dustry figured  that  dealing  with  such 
spats  out  of  court  would  be  quicker 
and  cheaper— and 
reduce  the  possibil- 
ity of  astronomical 
awards  by  jurors 
sympathetic  to  indi- 
vidual investors. 

But  arbitration 
has  turned  out  to 
be  anything  but 
fast  and  simple— or 
cheap  for  Wall 
Street.  The  Nation- 
al Association  of 
Securities  Dealers, 
which  handles  more 
than  80%  of  these 
disputes,  says  com- 
plaints have  soared 
more  than  320% 
since  the  1987  court  ruling,  to  .5,200 
cases  in  1993— a  23%  jump  in  the  last 
year  alone.  Both  sides  now  come 
armed  with  lawyers  and  fight  o\'er  ac- 
cess to  documents.  Hearings  drag  on 
nearly  three  days  on  average,  more 
than  double  their  length  before  1987. 
And  in  about  5%  of  the  cases,  firms 
even  have  to  shell  out  punitive  damag- 
es. Between  1989  and  last  year,  the 
industry  ponied  up  more  than  S200 
million  to  disgiimtled  investors.  "Some- 
thing has  to  be  done,"  declares  Debo- 
rah Masucci,  the  XASD's  vice-president 
for  arbitration. 

LOSING  TWICE.  Terrified  at  its  grow- 
ing liability,  the  industry  wants  to  slap 
new  restrictions  on  the  process— its 
worst  idea  since  portfolio  insurance. 
The  restraints  would  crimp  many  cus- 
tomers" ability  to  recoup  losses  from 
all-too-pervasive  abuses,  from  unau- 
thorized trades  to  putting  customers 
into  inappropriately  risky  investments. 

A  recent  xasd  proposal  w^ould  force 
an  investor  who  rejects  a  brokerage 
settlement  offer  to  pay  the  finn's  attor- 
ney fees  if  the  ultimate  arbitration 
award  is  less  than  the  original  settle- 
ment offer.  The  rule  would  apply  to 


claims  exceeding  82.50,000,  about  30% 
of  all  cases.  Comments  to  the  Secur- 
ities &  Exchange  Commission  are  due 
on  the  proposal  by  Dec.  10,  and  it's 
already  generated  a  scathing  reaction. 

Such  a  rule,  critics  say,  would  put 
intense  pressure  on  investors  to  settle. 
Richard  P.  Ryder,  publisher  of  the  Se- 
curities Arbitration  Commentator,  re- 
viewed 8,000  claims  and  calculates  that 
brokprau:es'  av'erage  lecral  fee^  were 


846,900.  The  fear  of  having  to  cover 
huge  legal  bills  "would  unfairly  coerce 
investors,  who  have  already  lost  their 
life  savings  in  many  cases,  into  accept- 
ing a  brokerage  firm's  lowball  offer," 
complains  Diane  A.  Nygaard,  an  Over- 
land Park  (Kan. I  investors'  attorney. 

The  other  brainstorm— from  the  Se- 
curities Industry  Conference  on  Arbi- 
tration—is aimed  at  smaller  claims. 
SICA  wants  to  bar  investors  from  get- 
ting assistance  from  anyone  who  isn't  a 
lawyer.  That  would  shut  down  several 
nonattorney  arbitration  firms  around 
the  country  that  are  willing  to  help 
investors  whose  claims  are  too  small 
for  lawyers'  tastes. 

These  proposals,  in  short,  would  add 
a  new  element  of  unfairness  to  a  sys- 
tem that  already  tilts  toward  brokers. 
For  .starters,  arbitrators  usuallv  have 


An  investor  filing 
a  claim  can  expect  to 

undergo  about 
a  year  of  wrangling 


industry  ties.  Making  matters  wui- 
brokers  have  all  the  records,  and  ( 
fense  lawyers  often  stonewall  reqiie: 
for  the  information.  The  process  li 
become  dominated  by  "scorched  eai 
tactics,"  says  J.  Boyd  Page,  an  Atlar. 
attorney.  The  result:  An  investor  fill 
a  claim  can  expect  on  average 
undergo  about  a  year  of  wrangli 
with  the  brokerage  firm. 

William  J.  Fitzpatrick,  general  coi 
sel  to  the  Secu- 
ties  Industry  As? 
claims  investor> 
not  at  a  disad\i 
tage.  He  says  th 
from  the  start  th' 
know  what  they'i 
lost  and  what  woil 
constitute  a  fair  s\. 
tlement.    Even  I 
that's  true,  the  [' 
dustry's  solution  J 
the  wrong  one.  J!^ 
cmities  fimis  alrea'' 
have  a  serious  pi- 
lie-image  problem 
Consider  such  rec  - 
ring  headline-maki; 
industry  scandals ; 
penny-stock  scams  and  widesprei 
abuses  involving  Prudential  Security 
Inc.'s  88  billion  worth  of  limited  pa- 
nerships.  New  rules  that  make  it  ha^ 
er  for  customers  to  feel  they  can 
justice  will  only  aggravate  matters. 
CHURNING.  The  industry's  propos' 
simply  amount  to  a  more  efficit 
shovel  brigade  for  the  elephant  para'. 
Instead,  the  industry  should  work  | 
the  front  end  to  prevent  abuses  in  111 
first  place.  That  may  require  an  oVj 
haul  of  a  compensation  system  tl 
encourages  brokers  to  churn  custoni 
accounts  to  generate  commissions.  s| 
Chairman  Arthur  Levitt  Jr.  advocai 
a  pay  scheme  linked  more  to  the  qi' 
ity  of  service  brokers  provide.  Td  L' 
to  see  brokers  compensated  more  hi; 
ly  for  such  things  as  training,  longi 
ity,  and  overall  performance  of  c 
tomer  accounts,"  he  says. 

Wall  Streeters  got  what  they  wi 
ed  six  years  ago,  and  it  proved  disi 
pointing.  The  SEC  might  think  tw 
before  granting  the  industry  its  wis! 
this  time. 


=1 


Schroeder  covers  the  SEC- fr 
BUSIXESS  week's  Washington  Burea 
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California  Convertible  Company 

proudly  presents.,, 

A  complete  line  of  easy  to  assemble  quality 
guaranteed  convertible  conversion  kits. 

Turn  your  rri        t  •  #1        #  T 

hard  top  into...  Topless  wttH  style. 


Why  spend  thousands  of  dollars  buying  a  new  car  when  you 
can  have  the  car  of  your  dreams  for  as  low  as  $57.00  per  month. 

MAKE  MONEY! 

Increase  the  value  of  your  automobile  with  a  convertible 
conversion  from  California  Convertible  Company.  Build  your 
ream  car  today!  Each  kit  includes  a  step-by-step  photographed 
assembly  manual  and  cutting  templates. 


800-500-2488 

or  805-375-2595 

Or  Fax  us  at:  805-375-2597 


'(  ;lm/<  xj-s 


CALL  TODAY  FOR  A  FREE 
COLOR  BROCHURE  PACKAGE! 


sy  Fiimiiciiig  Available  -  Distributorships  Also  Available 


a'  Yes! 


PLEASE  RUSH  ME  THE 
FOLLOWING  INFORMATION! 


_l  Complete  Kit  □  Complete  Conversion 

□  911  Porsche  □  Jaguar  XJ-S  □  2+2  Jaguar 
□  Camaro  □  Fiero    □  SE  Mercedes 
□  Cadillac  Seville  □  Cadillac  Eldorado 
□  $50.00  Enclosed  for  Distributorship  Package 

Name:  

Address:  


Citv: 


.  State- 


-Zip. 


Phone  Day:  (  )_ 


.Eve:  (. 


California  Convertible  Company  I^^m 
587  N.  Ventu  Park  Road  •  Suite  F445 
Newbury  Park,  California  91320  I 


-J 


^COPYRIGHT  m'n 


BY  GENE  G.  MARCIAL 


IS  THE  TIME 
NOW  RIPE  TO  BITE 
INTO  FIGGIE? 


When  Figgie  International  in 
late  October  reported  a 
third-quarter  loss  of  80C  a 
share— its  first  quarterly  loss  in  25 
years— even  those  who  expected  bad 
news  were  shocked.  Then  Figgie 
slashed  its  dividend  in  half  and,  not 
surprisingly,  the  stock  took  a  whack- 
ing—down to  13  a  share  fi'om  21  early 
in  the  year.  While  many  pros  are  bear- 
ish on  the  company,  a  small  gi'oup  of 
value  investors  says  now  is  the  time  to 
buy. 

Figgie  is  a  conglomerate,  and  the 
Street  hates  conglomerates.  The  com- 
pany manufactures  a  wide  range  of 
products— fi-om  fire  extinguishers,  bot- 
tling equipment,  and  baggage-handling 
systems  for  airports  to  vacuum  clean- 
ers and  sports  equipment.  It  also  pro- 
vides services  such  as  insurance  and 
real  estate  development. 

Sure,  the  Midwest  floods  damaged 
its  manufactiuing  plants  in  Kansas  (the 
company  says  it  will  be  "back  on  track" 
in  1994's  first  quarter).  But  what  is 
luring  the  value  investor  is  the  expec- 
tation that  Figgie  will  sell  off  assets  in 
a  big  way.  Whispers  are  that  although 
no  agreements  have  been  reached, 
company  bigwigs  have  held  talks  with 
several  investment  bankers  regarding 
the  sale  of  certain  divisions.  No  invest- 
ment bank  has  been  chosen  for  the 
task,  but  a  decision  is  expected  by  Jan- 
uary. A  Figgie  spokesman  declined 
comment. 

PUCKS  AND  BATS.  Chairman  and  CEO 
Harry  Figgie  .Jr.,  who  has  said  public- 
ly that  he  wants  to  convert  his  compa- 
ny from  a  conglomerate  into  a  "world- 
class  manufacturing  company,"  is 
determined  to  shed  some  assets  to 
streamline  operations  and  generate 
badly  needed  funds,  argues  one  big  in- 
vestor. In  all  these  years,  Figgie  has 
acquired  assets  as  he  built  up  the  com- 
pany. This  will  be  the  first  time  he 
will  go  the  other  way,  notes  the  in- 
vestor. In  his  best-selling  book.  Bank- 
ruptcy 1995,  Figgie  maintains  that  the 
government  must  slash  the  deficit  or 
face  financial  collapse. 

The  betting  is  that  Figgie  will  start 
trimming  debt  by  selling  the  consumer 
and  services  units.  The  consumer  oper- 
ations, which  accounted  for  24%  of 
earnings  and  19%  of  revenues  last 


IS  FIGGIE  OUT  OF 
THE  WOODS? 


DATA:  BRIDGE  INFORMA[ION  SYSTEMS  INC 


year,  makes  baseball  bats  and  hockey 
sticks,  Fi-ed  Pen-y  sportswear,  as  well 
as  home  fire  alarms.  The  services  unit 
generated  10%  of  earnings  and  5%  of 
revenues. 

One  money  manager  notes  that  the 
stock  is  trading  way  below  its  book 
value  of  $16  a  share.  "The  stock  defi- 
nitely represents  great  long-term  val- 
ue," he  adds.  Analysts  figure  earnings 
this  year  will  plunge  to  25<r  a  share 
from  1992's  $1.61.  Next  year,  earnings 
are  exjDected  to  bounce  back,  to  $1.65, 
before  any  sale  of  assets. 


A  SWEET  PILL 
TO  SWALLOW 


After  a  shai-p  fall  fi"om  17  in  ear- 
ly August  to  13  in  mid-Octo- 
ber, Eckerd  has  bounced  back 
to  18  on  Dec.  8.  The  fast  comeback 
was  spurred  in  part  by  Eckerd's  im- 
pressive third-quarter  results.  But  de- 
spite the  strong  rebound,  some  pros 
believe  the  upswing  is  far  from  over. 
What  gives? 

Takeover  fever.  The  diug-store  chain 
won't  be  acquired  overnight,  but  mon- 
ey manager  Jim  Awad,  president  of 
Awad  &  Associates,  believes  the  in- 
gi-edients  are  there  that  make  Eckerd 
vulnerable  to  a  buyout.  Why?  The  cur- 
rent sentiment  for  low-cost  medicines 
and  increased  competition  in  the  in- 
dustry has  fueled  a  fast  consolidation, 
he  observes. 

Walgreen  and  Rite  Aid,  the  nation's 
two  leading  drug  chains,  are  looking  to 
increase  market  share  through  acquisi- 
tions, speculates  Awad.  And  Eckerd, 
which  has  been  cutting  prices  below 
most  of  its  major  competitors,  has  been 


gaining  market  share.  "The  compar 
ciuTently  trying  to  cut  its  debt  bur> 
and  when  it  succeeds  in  deleverat 
it  will  be  a  perfect  target  for  Walg  ( 
and  Rite  Aid,"  says  Awad.  He  fig  i 
Eckerd  is  worth  25  to  30  a  share 
takeover. 

Eckerd  "trades  at  a  substantial 
count  to  both  the  industry  avci. 
and  the  S&P  400-stock  index," 
Donald  Hultgren,  a  Raymond  .Ja 
&  Associates  analyst.  The  stor 
cheap,  he  figures,  based  on  Eckc 
potential  to  grow  faster  than  it:; 
vals.  He  expects  earnings  of  $1. 
share  this  year  and  $1.75  next  ja 
Eckerd  lost  59<t  in  1992. 


PRINCETON  DENTAL! 
SPARKLING  SMILE 


o  one  really  likes  to  go  tol 
dentist,  but  investors  whn 
their  money  on  Princeton 
tal  Management  last  year  have  pip 
in  a  pretty  penny.  Its  stock,  which  •■ 
initially  offered  at  4%  in  April, 
climbed  to  15  by  early  January, 
Since  then  it  has  split  3-for-l  at 
now  at  4,  or  12  presplit.  The  idea, 
TeiTy  Gingle,  chairman  and  CEo. 
make  Princeton  the  corporate  uni 
la  for  a  chain  of  dental  practices. 

For  most  of  this  year,  however  i 
stock  has  been  sitting  in  the  wan 
room,  and  the  question  is  wheit 
there's  pain  ahead  for  investors.  N- ' 
all,  says  Joe  Salvani,  president  of 
York-based  Salvani  Investments  n 
believes  the  stock  is  undervalued  n 
could  double  over  the  next  18  mm 
Salvani  notes  that  Princeton  i: 
pected  to  produce  revenues  in  1!^'! 
$4  million,  up  sharply  from  1992"s 
million.  But  the  company,  which  > 
ed  with  four  facilities,  has  signei  - 
ters  of  intent  to  acquire  eight  praca 
in  the  Southeast,  with  total  revf' 
of  some  $14  million.  It  has  also  a. 
to  buy  a  large  laboratory  in  the 
west  generating  revenues  of  $4 
lion.  For  next  year,  Salvani  pm 
sales  of  $20  million  and  earnint 
$1.5  million,  or  20<P  a  share.  Revest 
could  hit  $40  million  by  yearend  9 
he  adds. 

"Clinton's  health-care  plan  will 
no-lose  situation  for  Princeton  beCfH 
the  program  envisions  a  'miniili 
health-care  standard'  that  will  pr(to 
dental  coverage,"  Salvani  says.  EvJ 
dental  expenses  don't  get  covered,« 
vani  thinks  Princeton  will  be  fint*' 
cause  dentists  aren't  benefiting 
government  reimbursements  now 
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Changs  is  in  the  air. 


lb  meet  the  changing  needs  of  todays  business 
, -aveler,  we've  been  making  quite  a  few  changes 
irselves,  including: 

•New  Schedules.  Today,  we're  number  one  in  jet 
;partures  from  Philadelphia,  New  York's  LaGuardia, 
oston,  Washington,  D.C.  and  lampa,  to  name  just  a 
■  w  airports. 

"New  Tenninab.  1992  marked  the  opening 
two  of  the  world's  most  modern  terminals 
LaGuardia  and  Pittsburgh. 

"A  New  Alliance  With  British  Airways.  Ultimately, 
•:T1  be  able  to  take  you  to  339  cities  in  71  countries, 
ud  offer  you  a  new  world  of  service,  superb  quality, 
tid  international  style. 


USAir 

LlSAir  bt^ifw  with  ytni 


►  New  Frequent  Traveler  Benefits.  Members  of  the 
USAir  Frequent  Traveler  Program  enjoy  the  fastest 
free  ticket  to  the  most  destinations.  And  this  year 
we've  introduced  Priority  Gold  Plus,  with  the  most 
generous  upgrade  system  in  the  sky.  And  now,  USAir 
Frequent  Traveler  Program  members  will  be  able  to 
earn  and  redeem  mileage  credit  on  any 
British  Airways  flight  worldwide. 
Obviously,  there's  a  lot  that's  new  at 


USAir.  In  fact,  in  the  history  of  aviation,  no  other 
airline  has  made  so  many  changes  so  fast. 
And  all  of  it's  for  you. 

For  reservations  and  information  call  your  travel 
consultant  or  USAir  at  1-800-428-4322. 


nformation  Processin 


1 


THE  CONTINENT'S 
WAKE-UP  CALL 

tions.  With  the  market  already  n 
led  in  such  fast-gi'owing  sectors  ; 
and  mobile-phone  services,  the  Ei- 
Community  last  June  decided  n 
the  floodgates  on  the  remaining 
the  industry  and  deregulate  publi 
calls  in  1998. 

With  the  clock  ticking,  the  hid' 
national  monopolies  are  scramli 
revamp  tariffs,  cut  costs,  and  m(i< 
their  networks  and  services.  But 
needed  is  a  wholesale  deconstruct 
these  state-owned  dinosaurs,  b 

Facing  deregulation,  Europe's  phone  giants  race  to  modernize 

0 

Ifriede  Badmann  knows  how  bad 
Euroi)e's  phone  companies  are.  She 
would  tell  you  if  she  could.  But 

she  can't— her  phone  service  has  been 

cut  off. 

Last  summer,  Germany's  national  op- 
erator, Deutsche  Bundespost  Telekom, 
sent  the  78-year-old  Essen  pen.sioner  a 
$10,000  bill  for  six  months  of  service. 
Since  Badmann's  monthly  bill  had  aver- 
aged $3.5  for  the  past  18  years,  it  was 
clearly  a  computer  error.  But  DBP 
Telekom's  outdated  systems  can't  pro- 
duce an  itemization  of  the  charges,  so 
she  can't  rebut  them.  When  the  compa- 
ny demanded  payment  anyway,  Bad- 
mann, who  has  diabetes,  was  forced  to 
cancel  service.  Telekom  then  blocked  an 

emergency  beeper  her  family  tried  to 
have  installed  through  a  local  hospital, 
pending  a  downpayment  on  the  phone 
l)ill.  Telekom's  behavior,  says  neighbor 
Gabriele    Knorr,    is    "obscene."  DBP 
Telekom  denies  it  should  have  handled 
the  ease  differently. 

After  years  of  such  appalling  service, 
Europe's  national  telephone  monopolies 
are  about  to  get  their  comeuppance. 
Their  lagging  technologies,  surly  clerks, 
and  high  rates  make  them  sitting  ducks 
as  tough,  new  competition  readies  to 
trample  the  Continent's  $130  billion  in- 
dustry. From  AT&T  and  Sprint  to  British 
Telecommunications  and  Daimler  Benz, 
ambitious  rivals  are  lining  up  to  exploit 
new  technologies  and  loosening  regula- 

years, they  have  done  more  th;i 
vide  mediocre  phone  service.  Th< 
have  served  as  major  employe 
revenue  producers  for  the  goveriii' 
But  no  more.  As  most  of  these  if 
nies  prepare  to  move  to  private 
ship— starting  next  year  with  the 
Danes,  and  Italians— demands  foi  a 
more  efficient  operations  will  o\ 
tensity. 

BRUTAL.  But  it  will  be  agonizinglj  <- 
to  untangle  Europe's  telecommunilt 
prot)lems,  let  alone  to  enter  thefe" 
the  Information  Superhighway.  Ali. 
Belgians  must  wait  20  days  i( 
phone  service,  while  in  Italy  phoi 
often  go  dead.  And  even  after  ' 
cuts,  long-distance  rates  are  sti 
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,  In  a  typical  case,  Rank  Xerox 
3  $45  million  annual  phone  bill  in 
pe  is  triple  what  the  company 
i  pay  in  the  U.  S.  And  don't  even 
ibout  corporate  services  such  as 
Drwarding,  tie-lines,  and  itemized 
5  across  borders.  In  many  areas, 
are  simply  not  available, 
e  backwardness  of  Europe's  tele- 
nonopolies  is  more  than  just  an  ir- 
)n  to  users:  It  stymies  the  Conti- 
;  ability  to  compete.  With  telephone 
;  within  Europe  growing  only  12% 
illy— less  than  half  the  rates  of  the 
and  Japan— the  disparity  in  ser- 
and  prices  is  sapping  the  Conti- 
economic  vitality.  Says  Volkswa- 
)mmunications  systems  chief  Klaus 
z:  Without  change,  European  in- 
/  "has  no  chance  to  stand  up  to 
.  S.  and  Japan." 

)  transition  to  the  new  order  prom- 

0  be  brutal.  Because  the  state 
companies— usually  known  as  ptts 
St,  telephone,  and  telegraph— were 
ted  monopolies,  they  have  far  too 
workers.  By  the  decade's  end, 
m  operators  across  Europe  may 
to  shed  as  many  as  qne-fifth  of 

1  million  total  employees,  tearing 
litional  social  contracts  and  forcing 
tic  changes  in  operations.  But 
5  no  time  to  dawdle:  Corporate 

are  already  deserting  them  at 
rst  appearance  of  competition, 
^'s  a  real  threat  on  the  horizon  if 
n't  get  our  acts  together  fast," 
es  PTT  Telecom  Netherlands  Fres- 
hen Verwaayen. 
•  :ade  building.  Europe's  monop- 
ing  is  likely  to  be  even  more 
i  han  the  U.  S.  breakup  of  Amer- 
:'  Icphone  &  Telegraph  Co.  in  1984. 
r.   he  seven  Baby  Bells  retained  mo- 
P  s  on  local  telephone  service,  eve- 
'  (ir  of  Europe's  markets  will  even- 
be   competitive.   The  result: 
ill  carriers  used  to  dominating 
ling  from  local  and  international 
1    satellite  to  mobile  services  will 
I'll  apart.  In  their  place  will  be  a 
n'k  of  alliances  that  blur  national 
■s.  Some  national  operators  may 
mere  holding  companies  with 
i  various  local,  mobile,  and  inter- 
'  i  services.  Already,  the  Swiss, 
I  Swedish,  and  Spanish  PTTs  have 
!j  !>ff  various  business  services  into 
'  on  venture  called  Unisource. 
'  \'en  bigger  cooperative  venture 
'S  nounced  on  Dec.  7  by  France 
9leii  1  and  DBF  Telekom.  The  two  will 
their  private  business  and  data 
'   s,  international,  and  other  servic- 
b|  995.  The  new  entity  makes  the 
w  '  launting  force  in  their  combined 
'  :es,  which  include  about  40%  of 
tinent's  telephone  lines  and  pop- 
i   With  U.  S.  competitors  already 
in  ito  both  carriers'  revenues,  their 
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►  FRANCE  TELECOM  and  DEUTSCHE  BUNDESPOST 
TELEKOM  plan  to  merge  data,  international 
calling,  and  other  services 

►  Privately  owned  CGE  to  provide  residential 
phone  service  using  new  radio  technology, 
posing  first  local  threat  to  France  Telecom 

►  Privatization  of  DBP  TELEKOM  to  start  in 

1 996;  nev/  competitors  form,  targeting  lib- 
eralized corporate  services 

►  Private  carrier  MANNESMANN  MOBILFUNK 

takes  50%  of  cellular  mobile  market 


BRITAIN 


►  Cable-TV  companies,  CABLE  &  WIRELESS, 
AT&T,  SPRINT,  and  others  expect  to  win  20% 
market  share  from  BRITISH  TELECOM  by  1 995 

►  BRITISH  TELECOM  slashes  calling  charges 
and  conducts  a  massive  restructuring 


►  Fragmented  public  telecom  sector  to  con- 
solidate in  1 994  into  a  single  operator  as  a 
prelude  to  privatization 

►  PTT  plans  a  multimedia  joint  venture  with 
BELL  ATLANTIC 


►  BRITISH  TELECOM,  AT&T,  and  FRANCE  TELECOM 

stake  out  local  banks  as  partners  to  attack 
Telefonica's  data  network  business 

►  First  competing  licenses  for  mobile  and 
data  networks  scheduled  fori  994 


BELGIUM 


►  Notional  carrier  BELGACOM  agrees  to  sell 
25%  of  mobile  network  to  Son  Froncisco- 
bosed  PACIFIC  TELESIS 

►  BELGACOM  cuts  international  calling  rotes 
up  to  1 5%  starting  January,  1994 

DATA:  YANKEE  GROUP  EUROPE,  BUSINESS  WEEK 


run-for-cover  strategy  is  hard  to  miss. 
"If  AT&T  is  let  loose  in  Europe  un- 
checked, no  eye  will  remain  dry,"  says 
German  telecommunications  minister 
Wolfgang  Botsch.  In  fact,  the  new  cou- 
ple is  negotiating  anxiously  to  enlist 
AT&T  as  a  partner  in  Europe,  rather 
than  risk  competing  against  it. 

Even  without  a  pact  with  AT&T, 
the  Franco-German  accord  had  com- 
petitors howling  charges  of  antitrust, 
followed  by  appeals  to  Brussels  to  block 
it.  "We've  seen  the  shape  of  the  beast, 
and  it's  pretty  horrendous,"  says  Iain 
D.  Vallance,  chairman  of  British  Tele- 
communications PLC.  Ironically,  his  own 
$4.3  billion  alliance  last  June  with  MCI 
Communications  Corp.  to  capture  multi- 
national clients  helped  trigger  his  neigh- 
bors" defensiveness.  At  the  least,  the 
EC  is  expected  to  clamp  conditions  on 
the  Franco-German  deal. 

If  the  French  and  Germans  can  reach 
an  accord,  the  next  four  years  will  be 
critical  to  patching  together  dramatical- 
ly different  network  technologies,  rates, 
and  organizations.  The  EC  decision  to 
postpone  competition  for  public  voice 
services  until  1998  gave  them  breath- 
ing room.  Indeed,  the  European  PTTs' 
combined  market  share  of  95%  in  1992, 
says  market  researcher  Yankee  Group 
Europe,  will  fall  only  to  86%  of  a  $175 
liillion  market  hy  1997. 
INCHING  AHEAD.  But  even  as  the  Euro- 
peans run  to  catch  up  in  basic  services, 
U.  S.  operators  are  amassing  a  long  lead 
in  the  next  generation  of  communica- 
tions. The  billions  that  they're  spend- 
ing on  the  Information  Superhighway 
at  home  will  put  them  a  long  way  ahead 
in  interactive  shopping,  video  on  de- 
mand, and  other  services— all  of  which 
can  later  be  deployed  in  Europe.  The 
Continent's  operators,  meanwhile,  are 
just  starting  tests  to  exchange  picture 
and  data  signals  among  their  incompat- 
ible networks. 

Until  now,  they  had  little  incentive 
to  change.  No  aggressive  cable-TV  outfits 
are  prodding  them,  as  they  did  in  the 
U.  S.  On  the  contrary,  local  phone  mo- 
nopolies control  most  of  the  cable  sys- 
tems. And  no  major  European  country 
except  Britain  and  Sweden  allows  tele- 
com competitors  to  own  their  infrastruc- 
ture. Instead,  they  lease  lines  from  the 
PTTS  and  live  with  usurious  rates  and 
other  tactics  that  impede  competition. 

Some  governments,  however,  are 
inching  ahead.  Last  summer,  the  Dutch 
allowed  a  rival  consortium  to  initiate 
service  in  1995.  And  France  in  Septem- 
ber permitted  a  large  water  utility  com- 
pany to  install  a  radio-transmission  sys- 
tem outside  Paris  to  deliver  local  tele- 
phone calls  to  France  Telecom  custom- 
ers—the first  competition  for  a  Conti- 
nental operator's  core  residential  market. 
"We  must  have  new  actors  investing  in 
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new  technologies,"  observes  Bruno  Las- 
serre,  France's  telecom  regulator. 

He  need  only  look  across  the  chan- 
nel to  see  the  benefits.  Since  1991,  when 
Britain  started  licensing  newcomers— 30 
so  far— the  island  has  been  abuzz  with 
new  phone  companies,  from  local  ser- 
vices running  over  radio  waves  and  ca- 
ble-TV lines  to  international  connections 
via  satellite.  Energis,  owned  by  local 
electric  utilities,  has  limited  costs  for 
its  720-mile  filjer-optic  network  so  far 
to  a  mere  $150  million  by  piggybacking 
lines  on  its  parents'  utility  pylons.  That 
will  allow  it  to  offer  cheap  long-distance 
calls  and  multimedia  services. 

But  the  implications  of  deregulation 
go  far  beyond  technolo- 
gy. PTTs,  flush  with 
monopoly  profits,  have 
long  provided  i)oliticians 
with  cash  to  fund  ambi- 
tious industrial  policies, 
from  propping  up  Span- 
ish switchmaker  Amper 
and  French  computer 
maker  Groupe  Bull  to  re- 
tooling eastern  Germa- 
ny. But  after  the  final 
payoff  from  privatiza- 
tions—proceeds could 
reach  $45  billion  over 
the  next  three  years 
alone— that  source  will 
dry  up. 

EXPLOSIVE.  Along  the 
way,  the  job-creation  tra- 
dition of  some  of  Eu- 
rope's most  enduring  in- 
stitutions is  sure  to 
unravel.  To  match  the 
lower  costs  of  rivals  us- 
ing modern  labor-saving 
equipment,  at  least  30,000  jobs  each  at 
Italy's  STET  and  France  Telecom  are  at 
risk  in  the  next  few  years.  Analysts  say 
DBP  Telekom  eventually  needs  to  halve 
its  230,000  staff-not  unlike  British  Tele- 
com, which  is  midway  through  a  seven- 
year  plan  to  slash  its  peak  of  245,000 
workers  by  55%  by  1997. 

That  politically  explosive  prescri]Hion 
comes  on  toj)  of  a  European  unemi)loy- 
ment  rate  that  is  already  averaging  11%. 
In  many  countries,  executives  are  hog- 
tied  by  civil-service  codes  that  guaran- 
tee lifetime  employment,  regular  pro- 
motions, and  other  perks.  In  mid- 
October,  75%  of  France  Telecom's 
155,000  workers  went  on  a  one-day 
strike  demanding  that  the  government 
rescind  legislation  allowing  it  to  swap 
equity  with  DBF  Telekom  and  to  seal 
the  Franco-German  alliance.  Fearing  for 
workers'  benefits,  the  unions  callerl  for 
further  walkouts  in  January.  If  France 
Telecom  Chief  Executive  Marcel  Roulet 
is  unable  to  accommodate  the  labor 


unions,  they  may  move  to  undo  the  alli- 
ance by  1995. 

Likewise,  Chancellor  Helmut  Kohl's 
government,  facing  elections  next  year, 
caved  in  to  demands  by  union-backed 
Social  Democrats  in  October  to  hold  off 
more  market-opening  measures  that 
threaten  DBP  Telekom.  In  return,  the 
government  won  apiiroval  for  the  privat- 
ization of  Telekom,  which  is  $60  billion  in 
del)t. 

Meanwhile,  the  PTTs  are  easy  targets. 
Last  year,  for  example,  IBM,  Sprint, 
AT&T,  General  Electric  Information  Sei-- 
vices,  and  other  outsiders  absorbed  34% 
of  the  $3  billion  high-growth  market  for 
data-transmission  services,  up  from  23% 


U.S.  COMPANIES  ARE  MAKING  BIG  STRIDES  IN  EUROPE'S  DATA-TRANSMISSION 
MARKET.  SPRINT  LINKS  THIS  PARIS  SHOWROOM  TO  A  GLOBAL  NETWORK 


in  1991,  says  market  researcher  Ovum 
Ltd.  In  the  pi-ocess,  they're  building  net- 
works of  lines  leased  from  the  PTTs, 
readying  for  the  day  they  can  attack 
core  phone  customers. 

Abetted  by  the  alliance  of  BT  and  MC'I, 
the  Unisource  combo,  and  the  Franco- 
German  accord,  battles  are  already 
breaking  out  over  contracts  for  corpo- 
rations' interoffice  phone  and  data  net- 
works. Cross-border  corporate  traffic,  a 
$3.5  billion  market  where  tariffs  are 
high,  is  especially  vulnerable.  Europe- 
an phone  operators  wei'e  unnerved  ear- 
lier this  year  when  AT&T  announced 
plans  to  erect  a  $350  million  pan-Europe- 
an network  for  l)usiness  calls.  Sprint, 


At  least  30,000  jobs  each 
at  Italy's  STET  and  France 
Telecom  may  be  lost 


meanwhile,  has  ah-eady  nabbed  contu 
to  manage  services  for  Unil(( 
Reuters,  and  others. 

PTTs  are  fighting  the  drain  of  i 
ness  to  private  networks  by  cuttin 
ternational  charges— as  much  as  (il 
the  past  two  years.  But  rivals  arc 
ing  open  regulatory  loopholes.  Tl 
year-old  Viatel  Ltd.  in  New  York,  1>; 
partly  by  moneyman  George  Soi-o 
vested  $50  million  this  year  in  a 
work  to  carry  calls  around  Europ 
such  companies  as  Sanyo  Electi  if 
and  Ti'ans  World  Airlines  Inc.  Th<' 
work  fits  within  a  fuzzy  EC  exce 
allowing  competition  for  telephone 
between  client  companies  and  their 
iates.  And  Sprin 
stalled  a  switch  in 
don  through 
companies  send 
over  leased  lines 
the  Continent  to 
U.  S.  or  back  to  Eu 
Billed   at  low  Bi 
rates,  the  arrange 
is  cheaper  than 
that  are  dialed  c 
through  local  PTTs. 
BALANCING  ACT.  T( 
vive,  PTTs  will  ha' 
slash  prices.  For 
cades,  they  have  i 
dized  cheap  local  s< 
es  by  overchargin 
long-distance  and 
national  calls.  As 
phone  rates  come  qw 
callers  are  watchii^  ! 
cal  charges  soar 
year— by  39%  in 
and  400%  in  Irelan 
vestment  needs  ar^ 
urgent.  Operators  in  France,  Sv 
and  the  Netherlands  have  already 
ly  modernized.  But  those  of  Gen 
Italy,  and  Spain  trail  in  cost-savin; 
ital  switches  and  fiber-optic  cable- 
As  the  telephone  giants  wrestl< 
such  problems,  Europe's  regulators 
balance  a  bewildering  set  of  po 
While  safeguarding  affordable 
they  must  approve  tough  tariff-bak 
measures  that  will  drive  up  local  ,^^ 
And  although  they  may  be  temptl 
postpone  further  liberalization,  there 
idators  would  risk  putting  off  hard!© 
sions  such  as  job  cuts  until  it's  toc^t 
An  open  market  won't  come  wiio 
considerable  pain.  But  the  beneijs 
will  bring  to  Europe's  competitivie' 
not  to  mention  consumers  such  a> 
Badmann,  should  more  than  mai 
for  that. 

Bf/  Jonathan  B.  Levine  in  Paris/' 
Gail  E.  Schares  in  Bonn,  Julia  Fhfda 
Paula  Dwyer  in  London,  John 
in  Rome,  and  bureau  reports 
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Mastering  Change 
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Place:  Grand  Hyatt  Champions,  Indian  Wells,  CA 
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Tough  times  demand 

change.  For  business  leaders 
change  can  be  a  burden.  Or  a  boon. 

Right  now,  when  executives  are  lacing 
the  challenge  of  making  more  out  of 
less,  Business  Week  is  pleased  to  present 
the  1994  Presidents  Forum. 

For  corporate  visionaries,  this 
executive  summit  is  a  rare  opportunity 
to  exchange  ideas.  Share  experience. 
Frame  strategy. 


•'"'li  McGraw-Hill.  Inc. 


For  corporate  sponsors,  it  is  an  un- 
precedented opportunity  to  influence 
North  America's  corporate  leaders. 
To  take  the  lead. 

A  limited  number  ot  additional  cor- 
porate sponsorships  are  available.  For 
sponsorship  inlormation,  please  call 
William  H.  DeGrall,  Director  of  Sales, 
Strategic  Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


SEMICONDUCTORS! 


A  NEW  LEASE  ON  LIFE 
FOR  OLD-FASHIONED  CHIPS 


A  Bell  Labs  rookie's  idea  radically  speeds  up  silicon  chips 


Ran-Hong'  Yan  won't 
forget  the  day  after 
Christmas  in  1990.  He 
had  seen  snow  atop  distant 
mountains  in  his  native  Tai- 
wan, hut  he  still  wasn't  pre- 
pared for  the  powdery  flakes 
drifting  down  outside  his  Ab- 
erdeen (N.J.)  apartment.  He 
and  his  wife,  Jennifer, 
dashed  outside  to  marvel  at 
their  designs.  "It  was  en- 
chanting," he  recalls.  So 
much  so  that  Yan,  then  28 
and  a  rookie  on  the  semicon- 
ductor research  staff  at  AT&T 
Bell  Laboratories,  called  in 
late  so  he  could  help  his 
daughter.  Rose,  build  her 
first  snowman. 

After  hanging  up,  he 
watched  snow  blanketing  the  tops  of 
cars  without  sticking  to  their  sides,  and 
something  clicked:  Yan  found  himself 
envisioning  a  miniature  snowfall  of  boron 
atoms  piling  up  inside  silicon  wafers.  It 
was  an  idea  that  would  dramatically  al- 
ter the  outlook  for  silicon  microchijjs. 
QUICK  FREEZE.  On  Dec.  6,  one  of  Yan's 
co-workers,  Kwing  F.  Lee,  explained  ex- 
actly how  to  the  International  Electron 
Device  Meeting  (lEDM)  in  Washington. 
Lee  reported  that  the  "snowfall"  con- 
cept transforms  complementary  metal- 
on-silicon  (CMOS)  transistors— the  most 
common  switch,  and  heretofore  a  rela- 
tive slowpoke— into  the  sleekest  silicon 
sjjeedsters  ever.  In  fact,  Yan's  technique 
triples  the  speed  of  c'Mos  devices  to  at 
least  116  gigahertz,  or  billions  of  on/off 
cycles  per  second.  Even  at  room  tem- 
perature, such  tr-ansistors  are  30%  faster 
than  similar  devices  cooled  with  li(iui( 
nitrogen,  a  turtiocharger  for  chij 

Group  these  transistors  in  an  in 
tegrated  circuit,  and  the  gains 
can  be  even  more  startling.  For 
example.  Bell  Labs  has  made  a 
so-called  fre(iuency-divider  chip 
similar  to  those  used  to  chan.^c 
channels  in  communications 
gear.  Before  Yan's  work,  "the 
best  munber  for  a  frequency  di- 
videi'  was  2.6  gigahertz,"  says  Ab- 
bas Ourmazd,  head  of  microphysic 
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VERTICAL  DOPING 


research  at  the  lal;>.  "We've  measured 
ours  at  nearly  14  gigahertz."  Bell  Labs 
won't  speculate  on  how  much  the  new 
technique,  called  vertical  doping  engi- 
neering (VDE),  will  speed  u])  micropro- 
cessors. But  it  seems  to  confirm  i)redic- 
tions  by  Intel  Corp.  and  Digital 
Equipment  Corp.  that  personal  comput- 
er speeds  will  triple  by  the  year  2000. 

More  important,  silicon  chips  will 
drive  ever  faster  electronics  systems 
long  past  the  turn  of  the  century.  Until 
now,  indications  were  that  silicon  would 
hit  redline  speeds  by  2000.  To  tweak 
more  performance  from  chips  without 
installing  costly  i-efrigeration  even  in 
PCs,  chip  companies  might  have  had  to 
make  an  expensive  switch  to  a  faster 
material,  such  as  gallium  arsenide.  But 
VDE  postpones  that.  "We  see  clear  sailing 


for  at  least  20  years,"  asserts  Marl-v 
liar-Smith,  chief  technical  officer  "I 
Microelectronics,  American  Teleidn  t 
Telegraph  Co.'s  chipmaking  arm. 

He  isn't  the  only  optimist.  In 
1991,  when  Bell  Labs  turned  a  ci- 
16  scientists  loose  on  Yan's  idc; 
news  spread  to  the  tight  circle  - 
searchers  who  hone  the  cutting  ci 
semiconductor  technology.  That  pn 
similar  work  among  Japanese  chi] 
ers  such  as  NEC,  Hitacli 
Fujitsu,  and  some  ol 
also  popped  up  at  the  ' 
ington  meeting.  Perhai 
most   impressive  is 
Toshiba  Corp.  Its  scii' 
have  made  the  world'.' 
est  CMOS  transistor,  ii 
perimental  switch  0.0  i 
cron  wide— one-tenth  tli  s 
of  the  smallest  trans 
now  heading  into  \'( 
production. 

EVER   TINIER.  Furthe 
vances  may  be  possibl 
last  year's  lEDM,  Ii;: 
searchers   said  the,\ 
wrapped  up  a  probe  i 
frontiers      of  traii 
physics.  Using  Damor 
computer  program 
Thomas  N.  Theis,  m;i 
of  semiconductor  physics  resean- 
scribes  as  "the  world's  most  sophi 
ed  model"  of  solid-state  microdi 
IBM  found  what  may  be  the  uli 
size  for  silicon  transistors.  "Befoi 
did  this  study,"  says  Theis,  "0.1  ii 
was  widely  accepted  as  the  physi< 
it.  Now,  it's  300  angstroms"— ju.- 
micron.  IBM's  ultratiny  models 
VDE  designs.  But  computer  simul 
at  Bell  Labs  suggest  that  VDE, 
has  already  helped  create  chips  w! 
0.1-micron  transistors  that  the  in 
expects  to  produce  commercially  ; 
2010,  might  get  down  to  0.03  m 
too.  It  would  take  3,000  such  d(  ' 
laid  side  by  side,  to  equal  the  dia 
of  a  human  hair. 

The  innovation  that  boosts  si 
longevity  is  an  elegantly  simple  lU 

 ^  F 


SILICON  GETS  SUPERCHI 


PROBLEM  The  key  to  faster  chips  is  to  naml 
silicon  channel  through  which  electrons  flow  wl|n 
sistor  switches  on.  However,  as  the  channel  getslit 
electrons  tend  to  leak  across  when  they  aren't  sijp 
to.  Raising  the  resistance  in  the  channel  by  dopiij  i 
boron  atoms  prevents  this.  But  then  it  takes  moreiO 
push  the  electrons  across,  and  the  extra  power  (id 
resistance  would  produce  enough  heat  to  ruin  otii 


SCIENCE  &  TECI 0 


.0  the  structure  of  CMOS  transis- 
diagram).  What  Yan  envisioned 
;nowy  day  is  a  plug  that  fills  up 
if  a  transistor's  so-called  channel, 
induit  through  which  electrons  zip 
an  "on"  signal  arrives  at  the  gate, 
hortei'  this  path,  the  (juicker  the 
)ns  make  the  jaunt, 
uble  is,  shortening  the  channel  in- 
s  the  chance  that  electrons  will 
cross  when  they  aren't  supposed 
i  wreak  havoc  with  computing.  To 
it  this,  as  the  channel  is  truncated 
oped"  with  more  of  some  impiu'ity, 
IS  boron  atoms.  This  boosts  the 
il's  electrical  resistance  and  keeps 
ictrons  bottled  up.  But  when  the 
^1  shrinks  to  0.1  micron,  its  resis- 
nust  climb  so  high  that  heat,  gen- 
by  electrons  pushing  thr-ough  the 
roasts  an  uncooled  chip.  Vertical 
[  engineering  dams  up  part  of  the 

I  1,  constricting  tlie  movement  of 
ns.  Because  electron  leakage  is 
ss  likely,  less  resistance  is  needed 
)  the  transistor  turned  off— and  a 
■  channel  is  possible. 

secret  to  VDE  is  driving  borcm 
to  precise  depths.  This  is  done 
imering  the  boron  into  the  silicon 
1  ion  beam,  whose  energy  level 
ines  how  deep  the  lioron  pene- 
In  a  0.1-micron  transistor,  the 
es  60  nanometers  deep  and  rises 
jight  of  40  nanometers,  or  bil- 
of  a  meter— leaving  a  20-nanome- 
f  0  path  for  the  channel, 
il  TRUTH.  Why  has  such  a  common- 
>  )lution  gone  overlooked?  Yan  at- 
)i  ;  that  to  mind-set.  Silicon  tran- 
:<    have  always  been  a  planar 
h  )gy— that  is,  semiconductor  de- 

II  were  preoccupied  with  the  hori- 
i  ize  of  components. 

I"  iiitrast,  Yan's  work  for  his  1990 
D  electrical  engineering  from  the 
i\  ity  of  California  at  Santa  Bar- 
's used  on  gallium  arsenide  and  re- 
i6  iterials.  Crafting  transistors  with 
iSf  m  involve  stacking  materials  in 
sp  )uniiazd  thought  Yan  might  bring 

i-rspective  to  silicon's  dilemma. 

■  ver  dreamed  his  hunch  would 

'  handsomely  so  soon. 

IS  Port  in  New  York,  with  bii- 


I  'lug  up  the  channel's  bottom 
md  plane"  using  more  boron 
iking  the  depth  of  the  channel 
ate  has  the  same  effect  as 
ie  mouth  of  a  funnel:  electrons 
up  in  the  source  region  when 
r  is  off,  so  the  source  and  the 

[  i  moved  closer  together  without 
'oising  channel  resistance. 

I'jtning-fast  transistor. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


'I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


'I  made  a  great  deal  on  the  200, 000 
gizmos  you  didn  't  sell  last  year. " 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


HNOLOGY 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 

YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 

BUCKLE  YOUR  SAFEH  BELT.  U  S  Department 


For  more  mtormabon.  call  the  Airbag  &  Child  Sstety  Hotline  800-424-9393 
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It  Can  Answi 
It  Can  Even  A 


Wah  Compaq  learning  tools,  our  Jrcc  24- 
hour,  7'Jay  hotline  and  i-year  warranty, 
you  get  all  of  the  support  you  need. 

Introducing  the  all-in-one 
Compaq  Presario.  It's  much 
more  personal  than  other 
personal  computers.  Case  in 
point.  The  built-in  answering 
machine  actually  gives  every- 
one you  live  with  their  own 
Personal  Message  Center.  So 
it  records  your  voice.  And 
Sally's.  And  Dean's.  And  so 
on.  Plus,  there's  a  built-in  fax 
that  allows  vou  to  send  and 
receive  documents  right  Ironi 
your  computer. 

Even  more  personal  is  the 
wav  it  answers  your  questions. 
Quickly,  directly  and  in  plain 


There's  no  reason  to  spend  a  fortune  buyincj 
software.  With  PFS:WindowWorks  the  basics 
are  already  included 


in 


iTcI 


in 


'side. 


•<-:>  1995  Compaq  Computer  Corporation,  AM  rights  reserved  Compaq  and  tile  Compaq  logo  registered  U  S  Patent  and  Trademark  Office,  Presano  and  Pers 
vvarranly.  conUrt  the  Compaq  Customer  Support  Center  The  Intel  logo  is  a  trademark  of  Intel  Corporation 


UR  Questions. 
R  Your  Phone. 


Save  time  (and  money}.  The  award-iyinnin<j 
program  Quicken  can  help  you  get  all  oj 
your  personal  finances  in  order. 


English.  (Remember  when  you 
needed  help  just  to  Find  the 
Help  command?) 

Finally,  its  all-in-one  design 
not  only  saves  space  on  your 
desk,  it  makes  setting  up  the 
Presario  about  as  easv  as  plug- 
ging in  a  toaster.  And  it  comes 
with  six  software  programs 
all  the  essentials  so  you  can 
get  started  right  away.  With 
Presario,  we  want  vou  to  be 
able  to  do  everything  with 
your  computer.  Except  waste 
time  getting  started. 

For  more  inlormation  on 
Presario,  or  for  a  nearby  lo- 
cation where  you  can  take  a 
closer  look,  just  give  us  a  call 
at  1-800-345-1518. 

COMPAQ 


nputer  Corporation    Product  i 


led  herein  may  be  trademark.s  of  their  r 


For  further  details 


FROH 


Businessweek 


This  is  Free:  i 
1-800^760-1111 

This  is  Priceless: 

Advertise  your  comiwny  on  the 
Export  Hotline's  Electronic  Directory 


for  only  $35  a  year. 
Whether  you're  looking  for  business  around 

THE  world  or  right  HERE  AT  HOME, 

YOUR  Company  can  be  found  by  more  than 

1,000  BUSINESS  CALLERS  WHO 

USE  THE  Export  Hotline  EVERypAY. 
Call  our  800  number  for  BusinessWeek  readers 

AND  we'll  fax  you  EVEITrTHING  YOU  NEED, 
it's  THAT  SIMPLE. 


AT&T  •  BusinessWeek  •  Delta  Air  Lines, 
KPMG  Peat  Marwick  •  The  Journal  of  Commerce  •  The  National  Association  of  Manufacturers 
U.S.  Council  for  International  Business  •  Wolf,  Greenfield  &  Sacks,  p.c. 


THE  U.S.  Department  of  Commerce. 
Developed  &  Managed  by  International  Strategies,  Inc. 


velopments  to  Watc 


BY  RUTH  COXETER 

LASS  ACT 

!  PERIODONTISTS 


Al)Oxer  with  a  "glass 
jaw"  is  considered 
an  easy  knockout.  But 
putting  glass  in  the  jaw 
may  soon  keep  teeth 
from  falling  out.  Last 
inonth,  the  Food  &  Drug 
Administration  approved 
the  use  of  a  glass  com- 
pound called  Perioglas  to 
fill  gum  i)ockets  formed 
by  periodontal  disease. 
Perioglas  is  a  granulat- 
ed  form   of  Bioglass, 
which  the  FDA  earlier  ap- 
to  replace  middle-ear  Ixjnes  and  tooth  roots.  University 
rida  engineer  Larry  Hench  dreamed  up  Bioglass  in  1969 
:ensed  it  to  US  Biomaterials  in  Timonium,  Md. 
oral  surgeon  would  pack  Perioglas  around  a  clean  tooth 
itiu'e  gum  tissue  over  it.  Perioglas  is  made  of  silicon  and 
as  well  as  the  ingi'edients  of  natural  bone:  calcium  and 
lorus.  It  appears  to  help  regenerate  bone  and  restore 
■nts  that  hold  teeth  in  place.  Since  the  glass  binds  with 
;nding  soft  tissue,  harmful  epithelial  tissue  can't  grow 
•ind  separate  ligaments  and  bone  fi'om  the  tooth.  Animal 
ments  show  that  the  glass  might  also  carry  growth 
to  speed  rebuilding  of  bone. 


CE  'N'  DICE  BROCCOLI 

VOIIA!  SUPERSTRONG  PLASTIC 


X'oli,  cabbage,  and  cauliflower  are  famed  for  fighting 
icer.  Their  latest  feat:  Researchers  say  adding  their 
to  another  family  member,  rapeseed,  could  yield  a  seed 
h  in  erucic  acid  that  could  be  used  in  forming  super- 
plastics  and  high-performance  lubricants.  Today's  rape- 
yields  at  best  66%  erucic  acid,  which  makes  it  expen- 
purify.  Adding  genes  from  cruciferous  vegetables  such 
ccoli  could  result  in  oils  with  more  than  90%  erucic 
[orman  Sonntag,  a  Dallas  consultant  on  oil-based  chem- 
ays  there  are  more  than  1,000  patented  uses  for  high- 
acid  oils  and  their  derivatives. 

research  was  conducted  by  the  National  Research 
1  of  Canada's  Plant  Biotechnology  Institute,  working 
he  universities  of  Manitoba  and  Saskatchewan.  Re- 
srs  there  say  that  future  products  might  include  a 
niperature  lubricant,  an  agent  to  keep  plastic  film  fi'om 
to  itself,  and  a  tough,  nylon-based  plastic  that  might 
1  for  car  parts. 


UNDERWRITERS  lABS' 
ER  SEAL  OP  APPROVAL 


ling  safety  into  product  design  and  manufacturing  is 
'ing  off  for  Samsung  Electronics  America  Inc.  This 
it  announced  that  it  had  become  the  first  company  cer- 
y  Underwi'iters  Laboratories  Inc.  for  a  streamlined  safe- 
fication  program.  UL  staff  trained  employees  of  the 
)mpany's  parent,  Korea's  Samsung  Electronics  Co.,  in 
incorporate  UL's  safety-evaluation  steps  into  Sam- 


sung's design  and  manufacturing  of  microwave  ovens,  radios, 
televisions,  and  other  products.  That  should  let  the  company 
win  more  rapid  approval  for  the  UL  Mark,  an  emblem  of 
product  safety.  John  Garrison,  marketing  vice-president  for  the 
Ridgefield  Park  (N.J.)  unit,  estimates  that  it  could  cut  the  de- 
sign-to-ship time  for  products  by  two  to  four  months. 

Underwriters  Laboratories,  a  nonprofit  organization  based 
in  Northbrook,  111.,  says  lots  of  other  companies  are  seeking  to 
participate  in  its  Total  Certification  Program.  But  compliance 
is  costly  and  usually  comes  only  after  a  company  has  met  the 
cjuality  standards  of  the  International  Standards  Organiza- 
tion's ISO  9000  progT'am.  Among  the  applicants,  UL  says,  are 
makers  of  lighting,  power  controls,  phone  gear,  appliances,  and 
fire-suppression  products. 


CRIB  SHEETS  FOR 

FOLKS  SWAMPED  WITH  DATA 


Electronic  data  bases  i)lace  the  world  at  your  fingertips. 
Trouble  is,  even  a  15-minute  search  can  leave  you  dig- 
ging for  hours  through  the  documents  you  have  downloaded 
into  your  computer.  The  touted  Information  Superhighway 
could  make  things  worse:  Wayfarers  are  likely  to  get  buried  in 
a  multimedia  blizzard. 

To  help  sift  through  the  avalanche,  researchers  at  Toshiba 
Corp.  have  created  a  text-retrieval  system  that  they  say  can 
digest  long  documents  and  produce  abstracts  of  them  in  sim- 
ple, gi'ammatical  Japanese  sentences.  If  the  abstract  is  inade- 
quate, a  customer  could  tell  the  system  to  redo  it  and,  for  ex- 
ample, request  more  technical  details  or  market  statistics. 

Toshiba  researchers  figure  it  will  take  two  more  years  to 
commercialize  the  system,  which  runs  on  a  Unix-based  work- 
station. First,  they  must  teach  the  system  to  search  for  com- 
plete sentences,  rather  than  just  key  words.  Second,  they 
need  to  speed  up  document  analysis,  which  can  take  hours  of 
computing  time.  Finally,  they  need  to  convert  the  software  to 
English,  since  the  vast  majority  of  the  world's  data-base  cus- 
tomers reside  in  the  U.  S.,  not  in  Japan. 


SHEDDIHG  A  TINY  LIGHT 
ON  HEAD  INJURIES 


A sensor  no  bigger 
than  Abraham  Lin- 
coln's eye  on  a  penny 
has  been  developed  hy 
InnerSpace  Medical  in  Ir- 
vine, Calif.,  to  measure 
pressure  within  the 
brains  of  head-trauma 
victims.  The  sensor  con- 
sists of  a  silicon  disk  and 
a  shallow  glass  cup  that 
reflect  light  back  up  an 
optical  fiber.  A  minute 
pressure  increase  squeez- 
es the  disk  and  cup  to- 
gether, changing  the  color  of  light  that  they  reflect.  An  outside 
monitor  reads  the  color  change  as  a  change  in  pressure. 

InnerSpace  says  its  flexible  catheter  can  be  snaked  into  the 
brain  in  a  way  that  runs  a  lower  risk  of  infection  than  stiffer 
catheters.  It  could  also  be  used  by  orthopedic  surgeons  to  mon- 
itor rising  pressure  in  injured  muscles,  which  can  cause  tissue 
damage.  President  Donald  E.  Bobo  says  InnerSpace  has  re- 
ceived FDA  clearance  to  market  the  brain  catheter  and  plans  to 
release  it  early  next  year. 


"ECHNOLOGY 
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iiucc  niiu  iiMKc  a  uiiiciciicc. 

Announcing  the  1993  winners  of  the 
McGraw  Prize  in  Education. 


The  Harold  W.  McGraw,  Jr.  prize 
was  established  in  1988,  in  cele- 
bration of  McGraw-Hill's  100th 
anniversary  and  in  honor  of  our 
chairman  emeritus. 

Each  year,  up  to  three  $25,000 
prizes  are  awarded  to  people  who 
have  made  a  difference  in 
education. 

For  1993,  the  Board  of  Judges 
selected  these  three  individuals 
for  distinguished  contributions  to 
the  advancement  of  education. 


Sister  Mary  Brian  Costello, 
R.S.M. 


As  Superintendent  of  Schools  for 
the  Archdiocese  of  Chicago,  the 
largest  private  school  sysiem  in 
the  world.  Sister  Mary  Brian 
Costello,  R.S.M.,  gained  national 
attention  as  a  powerful  voice  for 
inner-city  education. 

Her  concern  for  economically 
disadvantaged  children 


led  Sister  Mary  Brian  to  establish 
summer  learning  centers  in  the 
heart  of  the  city's  poorest  areas 
to  provide  them  with  special  edu- 
cational opportunities.  She  also 
helped  develop  innovative  learn- 
ing programs  for  preschoolers  as 
well  as  for  exceptional  children 
and  those  learning-disabled  or 
handicapped  by  economic  con- 
dition or  circumstance. 

Sister  Mary  Brian  is  currently 
serving  as  Chief  of  Staff  for  the 
Archdiocese,  where,  in  keeping 
with  her  life-long  commitment  to 
education,  she  has  provided 
leadership  for  Big  Shoulders,  the 
Archdiocese's  ambitious  program 
to  assist  and  strengthen  parochial 
schools  of  the  inner  city. 


Sharon  Darling 


Adult  illiteracy  cripples  many 
efforts  to  educate  disadvantaged 
youngsters,  fueling  a  seemingly 
endless  cycle  of  undereducation, 
unemployment  and  poverty. 

With  a  lifetime  of  work  in  the 
field  of  literacy,  Sharon  Darling 
developed  a  model  that  breaks 
the  intergenerational  grasp  of 
illiteracy  and  poverty  by  bringing 
undereducated  parents  and  chil- 
dren to  school  to  learn  together. 
Her  imaginative  approach  has 
given  thousands  of  families  new 
confidence,  hope  and 
self-esteem. 

To  assist  educators  and  policy- 
makers in  developing  and 
funding  family  literacy  efforts, 
Ms.  Darling  established  the 
National  Center  for  Family  Liter- 
acy in  Louisville,  Kentucky.  The 


Center  has  successfully  spread 
her  innovative  ideas  throughout 
the  country,  providing  oppor- 
tunities for  parents  to  improve 
their  own  lives  as  well  as  the 
lives  of  their  children. 


Booth  Gardner 


Education  is  at  the  very  center  of 
Booth  Gardner's  agenda.  As 
Governor  of  the  State  of  Wash- 
ington for  eight  years,  he  suc- 
cessfully introduced  reforms 
which  improved  education 
throughout  the  state. 

Stemming  from  his  belief 
that  all  children  can  and  should 
learn  at  higher  levels.  Governor 
Gardner  helped  develop  an 
innovative  system  of  results- 
based  education  programs  that 
significantly  raised  academic 
achievement  standards  for  all 
students,  lowered  dropout  rates, 
provided  greater  flexibility  for  stu- 
dents to  learn,  elevated  standards 
for  educators  and  fully  funded 
early  childhood  education. 

At  the  national  level.  Governor 
Gardner  shares  his  devotion  to 
education  reform  with  leaders 
from  across  the  country,  through 
the  programs  he  developed  in  his 
home  state  and  as  former  chair- 
man of  both  the  National  Gover- 
nors Association  and  the 
Education  Commission  of  the 
States. 

For  more  information,  write  to 
The  Harold  W.  McGraw.  Jn  Prize 
in  Education,  McGraw-Hill,  Inc., 
1221  Avenue  of  the  Americas, 
New  York,  NY  10020. 


McGraw  Prize  Board  of  Judges 

Ernest  L.  Boyer,  Joseph  L.  Dionne,  Hanna  Holbom  Gray,  Fred  Hechinger,  Dan  Lacy,  William  J.  McGill, 
Harold  W.  McGraw,  Jr.,  Robert  R  McGraw,  Alan  Pifer,  Diane  Ravitch,  Lois  Dickson  Rice  and  R  Michael  Timpane. 
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STRATEGIES  I 


CAN  REEBOK  REGAIN 
ITS  BALANCE? 


It  has  been  flailing  wildly,  but  a  new  marketing  push  may  help 


Last  January,  Reebok  International 
Ltd.  launched  a  sneaker  that  it 
hojjed  would  be  a  slam-dunk.  Called 
the  Shaq  Attaq,  it  was  endorsed  by  the 
Orlando  Magic's  sensational  rookie  Sha- 
quille  O'Neal.  And  it  seemed  tailor-made 
for  teens.  But  the  Shacj  Attaci  arrived  in 
stores  with  a  resounding  thud.  The 
problems:  The  sneakers  were  white, 
with  light  blue  trim.  And  they  cost  $130. 
But  lilack  .shoes  were  the  hot  look,  and 


But  now,  Reebok  Chief  Executive  Of- 
ficer Paul  Fireman  says  he  has  finally 
found  a  cure  for  his  company's  long- 
standing ailments.  His  strategy:  attack 
Nike's  jugular,  the  performance  athletic- 
shoe  market.  Reebok  plans  to  introduce 
dozens  of  new  sneakers,  including  the 
next  generation  of  Reebok's  legendary 
Pump.  Dubbed  the  Instapump,  this  high- 
tech sneaker  has  no  laces.  Instead,  it's 
inflated  with  CO.  cartriflges  to  fit  the 


hi- 

CEO  FIREMAN 


IS  GOING  FOR  NIKE'S  THROAT  WITH  HIGH-PERFORMANCE  SNEAKERS  AND  OUTDOOR  SHOES 


customers  wanted  them  for  undei'  $100. 
In  the  first  six  months  of  1993,  sales  of 
Reebok's  basketball  shoes  fell  20%.  Says 
Reeljok  fitness  Pi'esident  Angel  Martinez 
of  the  Shaq  Attaq  launch:  "It  was  a 
comedy  of  errors." 

It  was  also  vintage  Reebok.  Ever 
since  Nike  Inc.  usurped  the  company  as 
the  top  maker  of  athletic  shoes  in  1989, 
Reebok  has  been  flailing  wildly  in  at- 
tempts to  get  back  on  top.  Half  a  dozen 
ad  campaigns  have  fizzled.  It  has  been 
plagued  l)y  poor  designs.  And  it  missed 
a  key  fashion  shift  toward  outdoor  shoes 
that  began  a  couple  of  years  ago. 


foot.  At  the  same  time.  Fireman  is  now 
pushing  Reebok  into  the  fast-growing 
outdoor-shoe  business. 

Reebok  also  means  to  overhaul  what 
Fireman  acknowledges  has  been  until 
now  a  "chaotic"  marketing  effort.  After 
eschewing  Nike-style  hero-worship  ad- 
vertising for  years,  Reebok  has  done  an 
about-face.  Signing  O'Neal  last  year  was 
a  start.  Now,  Reebok  is  closing  endorse- 
ment deals  with  some  400  football,  base- 
ball, and  soccer  stars.  And  to  boost  its 
image,  it  has  also  come  up  with  a  brand- 
new  logo  that  will  appear  on  many  of  its 
new  shoes— an  inverted  "v"  with  a  slash 


through  it  that  Reebok  hopes  consi 
will  identify  with  high  perforra 
"We'll  be  the  market  leader  by  tl' 
of  1995,"  Fireman  vows,  "or  at  lea^ 
pace  to  be  the  leader  soon  after.' 

Still,  many  Reebok-watchers  ai  i 
tical.  "It's  not  a  doable  feat,"  sa>' 
D.  Ennals,  Reebok's  former  mar 
chief  and  now  an  executive  at  q\ 
work  Inc.  The  doubters  point  (n 
the  sneaker  market's  days  of  ix  r 
sales  growth  are  behind  it.  Th< 
that  Reel)ok's  new  line  of  pricey 
ers— the  Instapump  will  retail  for 
seems  out  of  step  in  an  incrc; 
budget-conscious  market.  "It's  pn 
pensive  and  probably  a  little  tod  ( 
cated  for  most  people,"  says  Co 
Chairman  Gilbert  Ford. 

And  there's  Nike  to  worry 
With  21.5%  of  the  U.S.  athleti 
market,  Reebok  lags  way  behind  , 
32%.  And  Nike  isn't  standing  stil 
year,  it  took  direct  aim  at  Reebok 
inance  in  the  fitness  market  by  I 
ing  a  line  of  ;i. 
shoes.  "They  ha\  i: 
work  cut  out  for  ; 
says  a  Nike  spok. 

Even  so,  anal\ 
ure  Reebok  has 
up  new  moment  Ui 
race  with  Nike.  I 
Peabody  &  Co.  : . 
Gary  M.  Jacolxsn 
Reebok's  profits 
climb  7%  next  \ 
$241  million,  as  it 
hit  $3.1  billion,  i 
By  contrast,  Nike 
its  could  fall  9%. 
million,  as  its  s;il 
2%,  to  $3.8  billi. 
cause  of  the  weal 
the   high  end 
sneaker  market. 
CHANGES.  That's  < 
ly  encouraging  b 
man,  who  argui 
Reebok  is  a  di 
company  these  <  I 
big  part  of  Reeboi 
problems,  he  says,  had  to  do  v\l) 
consistent  leadership.  At  the  fa 
urging.  Fireman  gave  up  day-to 
orations  in  1987.  With  Reebok  s 
so  fast,  directors  felt  they  nec' 
executive  who  had  experience  rn 
big  company.  Fireman,  who  pui 
Reebok  in  1984  and  still  owns 
the  company's  stock,  didn't  obji 
retained  the  titles  of  chairman  a 
and  went  off  to  pursue  several  i' 
ventures,  including  building  a  n( 
course  on  Cape  Cod. 

But  the  change  in  leadershipJi' 
help  Reebok.  It  went  through  th  'e 
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it  top  managers, 
last  was  John  H. 
den,  a  former  Xe- 
Corp.  executive, 
t  continued  to  lose 
id  against  Nike.  So 
lan  came  back  in 
St,  1992.  He  wast- 
)  time  in  shaking 
anagement.  With- 
ys,  he  reassigned 
ien  to  head  Ree- 
)k's  international 
)n.  Next,  he  hired 
r  Pony  Sports  & 
'8  owner  and  CEO 
to  Muller  to  head 
k's  sports  division, 
"'s  former  compa- 
icialized  in  high-performance  cleat- 
)es  for  athletes. 

V,  with  a  new  management  team 
in  place,  Fireman  believes  it's 
)r  a  new-product  blitz.  The  center- 
)f  the  attack  on  Nike  is  basketball, 
share  of  the  basketball  sneaker 
t  is  nearly  50%,  compared  with 
5%  for  Reebok.  But  since  Michael 
retired  from  the  National  Basket- 
>sn.,  Reebok's  O'Neal  has  become 
ar  favorite  to  be  the  next  endur- 
perstar— and  marketing  machine. 
;  success  has  become  their  alba- 
Fireman  crows.  "Jordan  is  no 
on  the  radar  screen."  Nike  begs 
er:  The  company  says  Jordan's 
ang  appeal  remains  strong,  and 
lew  Jordan  ads  in  January. 
)ok  intends  to  step  up  the  pres- 
1  Nike  at  the  NBA  All-Star  game 
uary,  where  it  will  launch  a  na- 
ad  campaign  for  its  Instapump. 
n  says  he  expects  the  sneaker  to 
t  for  10%  of  Reebok's  sales  in 
ears.  Retailers  who  are  test-mar- 
early  models  are  encouraged, 
love  to  try  them  on,  and  most 
who  do  buy  them,"  says  Jennifer 
h,  assistant  manager  of  Olympia 
Center  in  Cambridge,  Mass. 
!leebok  is  launching  an  assault  on 
Nike  stronghold:  the  $250  mil- 
rket  for  cleated  shoes,  about  80% 
;h  are  sold  by  Nike.  Fireman 
I  new  line  of  cleated  shoes  Ree- 
nehed  last  January  will  catch  on 
uh-school  athletes.  If  so,  he  reck- 
es  could  triple  in  1994,  to  $45 
Next  year.  Fireman  plans  to  of- 
lew  outdoor  hiking  and  moun- 
ng  shoes,  which  he  hopes  will 
e  $100  million  in  sales.  Jaron  M. 
,  head  buyer  for  Larry's  Stan- 
'ands  Shoes  Inc.,  a  men's  shoe 
Fort  Worth,  has  ordered  most 
tie  for  his  stores  but  says  they're 
laranteed  success.  "There's  other 
3  for  equal  money  or  less  that 
erior,"  he  says.  Still,  he  says 
s  Cliffhanger  shoe  is  a  probable 


REEBOK  BETS  ON 
NEW  PRODUCTS... 

SPORTS  Reebok  this  year  introduced  its  first 
cleated  shoes  for  football,  baseball,  and 
soccer.  New  Shaq  Attaq  shoes  are  planned 
next  year,  including  the  InstaPunap  sneaker. 

OUTDOORS  Company  plans  to  offer  hiking 
and  mountain-biking  shoes  for  1994, 
including  a  hiking  shoe  mode  of  recycled 
materials  to  appeal  to  environmentally 
conscious  customers. 

CASUAL  Reebok  unveiled  new  casual 
footwear  this  year  to  appeal  to  younger 
Generation  Xers  instead  of  yuppies. 


...TO  NARROW 
NIKE'S  LEAD 


'90    '91     '92    '93  '94 


A  PERCENT 


DATA:  BUSINESSWEEK,  KIDDER  PEABODY  INC,  SPORTING  GOODS  INTELLIGENCE 
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hit.  "It's  a  street  shoe  with  a  look,"  he 
says— a  shoe  salesman's  highest  praise. 

Fireman  isn't  just  depending  on  good 
looks  to  sell  his  footwear.  Endorsements 
will  help,  he  says.  In  addition  to  O'Neal, 
Instapumps  are  already  being  used  by 
such  players  as  Dallas  Cowboys  running 
back  Emmitt  Smith  and  the  Notre  Dame 
football  team.  Moreover,  Fireman  says 


Reebok  will  start  pre- 
senting a  consistent 
marketing  message  next 
year.  Over  the  past  few 
years,  Reebok  has  tried 
a  number  of  slogans, 
including  "UBU"  and 
"Physics  Behind  Phy- 
sique." But  nothing 
seemed  to  have  the  res- 
onance of  Nike's  street- 
wise "Just  Do  It"  that 
appealed  to  younger  au- 
diences. Next  year,  Ree- 
bok will  use  one  moni- 
ker in  all  its  ads: 
"Planet  Reebok,"  a  uni- 
fying theme  for  its  glo- 
bal marketing. 
Fireman's  plans  are  ambitious.  And 
considering  the  Shaq  Attaq  launch  and 
other  Reebok  blunders,  his  chances  of 
recapturing  first  place  may  seem  slim. 
But  then  again,  faced  with  a  fierce  race 
in  the  sneaker  market,  Reebok  can't  af- 
ford to  be  running  in  place  forever. 

By  Geoffrey  Smith  in  Stoughton,  Mass., 
with  Mark  Maremont  in  Boston 


STRATEGIES  I 


UTC  GETS  A  LIFT 

FROM  ITS  SMALLER  ENGINES 


Its  other  divisions  are  offsetting  the  drag  from  Pratt  &  Whitney 


The  past  two  years  have  been  a 
nightmare  for  United  Technologies 
Corp.  Chief  Executive  Officer  Rob- 
ert F.  Daniell.  Largely  because  of  the 
downtuiTi  at  Pi-att  &  Whitney,  UTC's  em- 
battled aircraft-engine  maker,  the  60- 
year-old,  soft-spoken  former  helicopter 
mechanic  has  seen  his  company  spew 
$1.3  bilHon  in  red  ink  since  1991.  And  he 
has  laid  off  more  than  23,000  employees, 
12%  of  his  work  force. 


TURKEY  HAS  ORDERED  95  SIKORSKY  CHOPPERS— FOR  $1  BILLION 


But  the  steady  dose  of  disappointing 
news  at  Pratt  &  Whitney,  which  has 
been  severely  wounded  by  spending  cut- 
backs by  the  airlines  and  the  military, 
has  overshadowed  significant  operating 
improvements  elsewhere  at  the  sprawl- 
ing Hartford  conglomerate  (chart,  page 
110).  A  two-year  plan  to  slash  costs, 
modernize  manufacturing  operations,  in- 
troduce new  products,  and  push  for  new 
iiKirkct-^  al)road  is  finally  stalling  to  re- 
vive UTC's  smaller 
units:  Carrier  air-con- 
ditioning, Otis  Eleva- 
tor, the  automotive- 
parts  division,  and 
Flight  Systems,  which 
includes  Sikorsky  hel- 
icopter. "This  compa- 
ny is  really  two  com- 
panies," says  Daniell. 
"The  other  part  of  it 
is  doing  rather  well." 

And  since  the  part 
that's  doing  well  is 
hefty  enough  to  out- 
weigh the  financial 
drag  from  the  part 
that  isn't,  the  overall 
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outlook  for  UTC  is  getting  brighter.  Ana- 
lyst Michael  Lauer  at  Kidder,  Peabody 
&  Co.  estimates  that  UTC's  operating  in- 
come could  climb  20%,  to  $1.7  billion,  in 
1994  as  revenues  rise  6%,  to  $22.4  bil- 
lion. But  only  21%  of  next  year's  operat- 
ing income  will  come  from  Pratt  & 
Whitney,  UTC's  biggest  unit  in  terms  of 
sales,  down  from  two-thirds  in  1990. 
Even  better  for  shareholders,  UTC  is  no 
longer  the  pariah  it  once  was  on  Wall 
Street.  Its  shares  have  climbed  29% 
since  the  start  of  the 
year,  to  62. 

That  represents  quite 
a  shift  in  the  common 
perception  of  UTC— and 
of  Daniell,  who  became 
CEO  in  1986.  UTC's  chief 
has  taken  a  lot  of  heat 
over  the  past  couple  of 
years  for  failing  to  re- 
vive Pratt  &  Whitney 
despite  sweeping  re- 
structurings in  1992  and 
1993.  Periodically,  some 
analysts  have  ques- 
tioned whether  he 
should  keep  his  job. 

Daniell  ought  to  be 
used  to  criticism  by 
now,  though.  For  years, 
UTC  has  been  grappling 
with  one  problem  or  an- 
other. As  recently  as 

1990,  Pratt  &  Whitney 
was  humming,  courtesy 
of  a  backlog  of  orders 
from  the  Reagan  arms 
buildup.  But  UTC's  other 
units  were  smarting. 
Carrier  Corp.  was  stuck 
with  an  old  product  line. 
Otis  Elevator  Co.  stalled 
as  commercial  construc- 
tion ground  to  a  halt. 
And  UTC's  automotive-parts  business 
nosedived  when  new-car  sales  tumbled. 
RAPID-FIRE  TEAMS.  To  revive  those  units, 
Daniell  embarked  on  a  broad  strategy  of 
cost-cutting,  revamped  production,  and 
new  products.  Some  of  the  deepest  cost 
cuts  came  at  Carrier,  which  slashed 
some  2,900  blue-collar  and  middle-man- 
agement jobs,  or  10%  of  its  payroll.  Pain- 
ful as  they  were,  the  cuts  have  helped 
Canier  reduce  its  overhead  by  12%  since 

1991.  Thanks  to  such  savings  at  Carrier 
and  elsewhere,  UTC's  operating  margins 
are  expected  to  improve  to  7.4%  in  1994 
from  this  year's  6.6%. 

UTC  has  also  modernized  manufactur- 
ing techniques.  Otis,  Carrier,  and  Sikor- 
sky have  all  abandoned  standard  assem- 
bly-line production  in  favor  of  worker 
teams  that  put  products  together  from 
start  to  finish.  By  giving  workers  more 
responsibility,  the  company  says  it  has 


reduced  mistakes  and  eliminated  down- 
time, which  used  to  be  common  as  work- 
ers waited  for  products  to  move  down 
the  line.  Workers  at  the  Otis  plant  in 
Gien,  France,  for  example,  can  now  turn 
out  the  top-selling  Europa  2000  elevator 
in  five  days  instead  of  the  five  weeks  it 
took  in  1991. 

Along  with  radical  changes  in  manu- 
facturing came  an  overhaul  of  UTC's  ag- 
ing product  lines.  Otis  recently  intro- 
duced   an    elevator    in    the  highly 


A  STRATEGIC  SHIFT  AT  UNITED  TECHNOIOGIES... 

HIGHER  PRODUCTIVITY  Thanks  to  new  manufacturing  techniques,  such  as 
product  assembly  teams,  UTC  has  shortened  production  time  for  elevators  and  air 
conditioners.  The  company  has  also  lightened  the  payroll  at  its  smaller  units  by 
1 2,700  jobs,  or  7%  of  the  work  force. 

HIW  PRODUCTS  Company  has  spruced  up  product  lines  with  new  technology. 
Otis  is  marketing  an  elevotor  with  computerized  sensors  to  spot  maintenance 
problems  early.  Carrier  has  a  new  line  of  smaller  and  lighter  air  conditioners. 

FOREIGH  MARKETS  UTC's  smaller  divisions  are  searching  for  new  customers 
abroad.  Company  is  selling  helicopters  to  Turkey  and  servicing  elevators  in  the 
former  Soviet  Union.  Its  air  conditioners  are  gaining  market  share  in  Asia. 

...IS  REVIVING  ITS  SMALLER  UNITS 

□  REVENUES   ■  OPERATING  PROFITS 

1 993  estimates 

Percent  change 
  "^BT  from  a  year  ago 


^Wm  ^iiM 


OTIS  CARRIER  AUTOS        FLIGHT  SYSTEMS'   PRAH  &  WHITNEY 

INCLUDES  SIKORSKY  HELICOPTERS,  NORDEN  RADAR,  HAMILTON  SIANDARD  *IONICS    DATA:  BUSINESS  WEEK,  KIDDER,  PEABODY  &  CO.  ESTIMATES 


competitive  Japanese  market  that  uses 
"fuzzy  logic"— a  computer  system  that 
employs  complex  mathematical  etiuations 
to  estimate  the  flow  of  passengers  and 
dispatch  elevators  accordingly.  Carrier, 
too,  has  unveiled  a  line  of  lighter,  more 
efficient  home  air  conditioners,  the  first 
big  redesign  in  a  decade. 

Still,  some  of  the  biggest  changes  on 
the  product  front  have  come  at  UTC's 
automotive  business.  Once  a  supplier  of 
electrical  wires  to  carmakers,  the  divi- 
sion is  now  a  growing  provider  of  high- 
tech components.  For  example,  the  unit 
won  a  $14.5  million-a-year  contract  in 
1992  to  provide  wiring  and  electronic 
modules  to  regulate  electrical  functions 
on  the  next  generation  of  Ford  Motor 
Co.'s  Taurus,  due  out  in  1995.  With  auto 
sales  rebounding  and  carmakers  depend- 
ing more  on  electronic  parts,  the  unit  is 
expected  to  show  the  biggest  sales  gain 


next  year  of  any  UTC  division,  up  ii, 
$2.5  billion,  says  analyst  Nichos 
Heymann  of  Nat  West  Securities  (r 
Just  as  impoi'tant  to  the  recoxn 
UTC's  less  prominent  units  has  beci 
success  in  winning  business  iil 
Since  the  collapse  of  the  Berlin 
Otis  has  .signed  contracts  to  si 
100,000  elevators  in  Russia,  rough! 
of  the  total  it  services  around  the 
The  conglomerate's  other  divisioi 
also  scoring  big  contracts  abroad 
year,  Turkey  phi 
$1  billion  order  I 
of  Sikorsky's 
Hawk  utility  hi 
ters.  Foreign  sale 
account  for  55%  ol 
revenues,  up  fr"on4 
five  years  ago. 
SCARCE  PARTS, 
such  success,  I i 
has  begun  to  app 
lessons  learned  a  I 
other  units  to  Pi 
Whitney.  Last  ye 
appointed  Karl  .1 
pek,  who  oversa> 
remaking  of  Oti 
Carrier,  as  presid 
the  aircraft-engint 
er.  Already,  Ki'ap(  1 
displayed  the  sar 
nacity  for  cost-ci 
he  showed  at  hi  i 
mer    jobs.  Pra, 
Whitney's  work  ff'C 
expected   to  Ik 
again— this  time 
many  as  5,000  thi 
to  fewer  than  - 
employees. 

Still,  lots  more 
be  done.  True, 
costs  and  a  shar,  i 
tick  in  orders  for '« 
parts  mean  Pratt  &  Whitney's  | 
could  hit  $365  million,  double  this 
weak  returns,  says  Lauer.  But  ii< 
gine  orders  remain  weak.  And  sn 
Pratt's  customers  are  unhappy, 
say  that  parts,  such  as  the  boll 
hold  jet-engine  fan  blades,  have  ' 
scarce.  'All  the  airlines  have  gotl  i 
their  case,"  says  Joe  Nemecek,  vi«  r 
ident  for  gi-ound  operations  suppit 
Tt-ans  World  Airlines  Inc.  Nemecel<*o 
plained  to  Pi-att's  management,  an- 
he  says,  the  problem  is  slowly 
fixed. 

Even  UTC's  other  units  aren't  ti' 
out  of  the  woods.  Wall  Street  is  wti 
to  see  if  they  can  sustain  their  eaP 
momentum  beyond  1994.  If  Danie|c 
achieve  that  and  fix  Pratt  alon 
way,  the  past  two  years  may  seer 
just  a  bad  dream  after  all.  . 

By  Tim  Smart  in  Hato 


no  BUSINESS  WEEK/DECEMBER  20,  1993 


THE  CORfA 


^  pViarmaceutica/s 


ome  of  the  world's  greatest  deal  makers, 
mpire  builders,  and  image  shapers  are 
bout  to  convene.  In  your  office. 


;lligence  2000  is  a  unique  series  of  video  based 
lligence  briefings  that  will  take  you  inside  the  minds 
ifluential  business  and  academic  leaders.  The  First 
fing  on  information  technology  is  available  now. 

payoff?  Exclusive  interviews  with  industry 
;rs  that  deliver  analysis,  insight  and  forecasts. 
,  statistical  background  information  which  puts 
)ig  picture  in  focus.  Expertise  packaged  by  the 
)rs  of  Business  Week  and  The  Financial  Times. 

ughout  1994,  you'll  have  the  opportunity  to 
liase  six  other  intelligence  briefings  which  explore 
icial  services,  retailing,  oil  and  energy,  health  care 
5harmaceuticals,  plus  food  and  automotive. 
;view  video  is  available  upon  request. 

lead.  Get  ahead.  Take  a  walk  on  the  inside. 
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TELLIGENCE 


lili  SENCE  BRIEFINGS  ON  THE  BUSINESS  REVOLUTION  INTO  THE  NEXT  CENTURY 


A  FEW  OF  THE  INDUSTRY  LEADERS  FEATURED  IN  INTELLIGENCE  2000: 
INFORMATION  TECHNOLOGY:  Lewis  Piatt  Hewlett  Packard.  Bob  Allen 
AT&T,  Michael  Spindier  Apple.  Akira  Fujimasa  Toshiba.  Nicholas 

Negroponte  The  Media  Laboratory.  MIT.  Craig  Barrett  Intel,  lain 
Vailance  BF.  Sung  Kyou  Park  Daewoo  leleeoiii.  John  Landry  Lotus, 
Scott  McNealy  Suii  Microsystems.  Dennis  Patrick  Inue  Warner 
Telecoms.  Steven  Dorfman  Hughes  Space  &  Telecoms  System.  Bradley 
Holmes  Former  [IS.  Stale  Department.  Dr.  James  Martin  lames  Martin 
Iiisiglit.  Professor  Ken  Sakamura  Tokyo  Lhuvenitv.  Stan  Miranda 
Bain  &  Company.  Steve  Ballmer  Microsoft.  James  Unruh  UNISYS. 


Bain  &  Company 


Lotus. 
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Beyond  news,  intelligence. 


Business  Week  and  The  Financial  Times  acknowledge  Bain  &  Company 
and  Lotus  Development  Corporation  for  their  support  of  this  pro- 
gramming. This  series  was  produced  by  Financial  Times  Television. 

To  order  the  Information  Technology  briefing,  please  send  the  form  below 
to  PVS,  2030  M  St.  NW,  Suite  400,  Washington,  D.C.  20036  or  call 
1-800-232-0894  ext.  286.  Outside  the  U.S.  and  Canada,  mail  to 
Financial  I  imes  Television,  Teddington  Studios,  Broom  Road,  Teddington, 
Middlesex,  TW 11  9NT,  England  or  fax  44-81-614-2571 . 

Please  send: 

□  $495  for  a  90-minutc  video  and  industry  report 

□  $1,500  for  a  ')0-minute  video,  industry  report,  video  of  unedited 
interviews  plus  transcripts  and  supplementary  materials 

Shipping  and  tax  are  included. 

Credit  card: 

Access  □       Visa  □      Amex  □      Other  □   

Credit  card  no  Exp.  date   

or,  enclose  a  check  tor  $  payable  to  Financial  Times  Television 

or,  please  invoice  my  company  □ 
Please  send  me  a  preview  video  for  $20.00  □ 

NAMi- 
I  OMPANY 
I'OSITION 
ADDRESS 

IhLEI'HONE  FAX 


'ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Taxes 


HOW  TO  SHRINK  HEXT  YEAR'S 
GIFT  TO  UNCIE  SAM 


B 


efore  you  start  trim- 
ming the  tree,  remem- 
ber: There's  still  a  little 
tiine  to  trim  your  tax  bill.  Be- 
cause the  Clinton  tax  increas- 
es are  retroactive  to  Jan.  1, 
you  may  not  find  much  of  a 
difference  Ijetween  your  1993 
and  1994  liability.  But  that 
doesn't  mean  there  aren't 
some  tax  tricks  left  in  the 
yearend  bag. 

A  big  reason  to  consider 
shifting  income  into  this  year 
is  the  impending  Medicare  tax 
on  earned  income.  Until  1994, 
you  only  paid  this  tax  on  in- 
come up  to  $135,000.  But 
starting  Jan.  1,  all  earned  in- 
come is  subject  to  taxation  at 
1.45%  for  employees  (the  em- 
ployer also  pays  1.45%)  and 
2.9%  for  the  self-employed.  If 
your  income  will  exceed 
$135,000  next  year,  you  might 
want  to  move  some  or  all  of 
it  into  this  year.  "For  a  lot  of 
lawyers  and  doctors  in  part- 
nerships, that  2.9%  is  a  big 
number,"  says  Rick  Taylor  a 


mxTip  #1 


TO  AVOID  A  MORE 
INCLUSIVE  MARRIAGE 
PENALTY,  WAIT  UNTIL 
JANUARY  TO  WED,  BUT 
GET  DIVORCED  NOW 


senior  tax  manager  at  Ki^GM 
Peat  Marwick  in  Washington. 
"If  you  can  take  $1  million 
this  year  instead  of  next  year, 
you're  talking  about  $29,000." 

There  are  a  few  caveats. 
Don't  accelerate  income  just 
to  avoid  the  Medicare  tax  if  it 
will  kick  you  into  a  higher 
bracket.  If  it  pushes  you  into 
the  36%  bracket  from  the 
31%,  you  would  be  trading  a 
1.45%  or  2.9%  savings  for  a 
5%  hike.  Also,  the  tax  only 


applies  to  earned  income.  So 
don't  shift  investment  income 
to  avoid  it.  And  it's  impor- 
tant to  weigh  the  relative  ad- 
vantages of  avoiding  this  tax 
if  accelerating  income  will 
trigger  phase-outs  on  itemized 
deductions. 


TM  TIP  #2 


ACCELERATE  EARNED 
INCOME  TO  AVOID  THE 
MEDICARE-TAX  HIKE-IF  IT 
DOESN'T  BUMP  YOU 
INTO  A  HIGHER  BRACKET 


It's  not  too  late  to  mitigate 
the  provision  that  will  raise 
Social  Security  taxes  from 
50%  to  85%  in  1994  for  sin- 
gles with  "provisional"  income 
of  more  than  $25,000  and 
married  couples  with  $32,000 
or  more.  Provisional  income 
is  adjusted  gi'oss  income  (AGl) 
plus  50%  of  Social  Security 
benefits  and  tax-exempt  intei"- 
est  income.  If  your  retirement 
income  will  exceed  these  lim- 
its, taking,  say,  a  $10,000  IKA 
distribution  in  December  in- 
stead of  January  could  save 
significant  bucks.  And  since 
municipal-  bond  interest  helps 
determine  provisional  income, 
retirees  should  "consider  the 
tax  impact  when  comparing 
returns  on  munis  with  other 
investments,"  says  Mark 
Kei'sting,  a  tax  manager  at 
accountant  Urbach,  Kahn  & 
Werlin  in  New  York. 
JUGGLING.  High-income  earn- 
ers also  might  want  to  accel- 
erate income  if  they're  liable 
for  the  alternative  minimum 
tax.  This  tax  is  designed  to 
keep  the  wealthy  from  de- 
ducting their  way  out  of  pay- 
ing their  fair  share.  Thus,  cer- 
tain deductions,  such  as  state 
and  local  taxes  and  miscella- 


neous and  medical  expenses, 
aren't  allowed  under  the  AMT. 
Some  items,  such  as  the  ap- 
preciation on  incentive  stock 
options,  are  also  counted  for 
AMT  purposes.  So  if  you  live 
in  a  high-tax  state,  are  exer- 
cising a  large  incentive  stock 
option,  or  have  lots  of  item- 
ized deductions,  you  risk 
falling  into  the  AMT. 
You  have  to  figure 
your  taxes  both 
ways  and  pay 
whichever  bill  is 
higher.  If  you're 
nearing  the  AMT, 
you  may  be  able 
to  move  up 
enough  income  to 
push  your  regular 
tax  bill  above  the 
AMT  level. 

Even  if  you  can't 
avoid  the  AMT,  you 
may  want  to  accel- 
erate income  to  cap- 
italize on  its  lower 
rates:  26%  for  in- 
comes of  less  than 
$175,000,  28%  for 
those  above.  This  is 
a  two-tier  hike  over 
last  year's  24%  rate. 
(AMT  exemptions  have 
also  increased.)  More 
important,  defer  any 
deductions  until  1994  if 
you'll  escape  the  amt 
then.  Not  only  are  cer- 
tain deductions  useless  in  the 
AMT,  but  those  that  are  allow- 
ed are  worth  only  28%,  com- 
pared with  39.6%  for  top- 
bracket  taxpayers. 

People  who  have  trusts 
might  consider  making  distri- 
butions, since  trust  taxes 
have  skyrocketed.  The  top 
rate  on  trust  and  estate  in- 
come is  increased  to  36%  on 
income  over  $5,500.  The  10% 
surtax  applies  to  income  over 
$7,500.  Look  at  who  will  pay 
the  most  in  taxes,  the  trust 
or  the  beneficiary.  But  don't 


do  this  for  tax  purpo 
alone  and  proceed 
with  caution. 
"Once  you  dis- 
tribute, it's 


a  done  deal,"  says 
Salzburg,  a  tax  advi^ 
Deloitte  &  Touche. 

You  may  be  able  to  a 
ate  income  by  moving  i 


MOVING  FOR  WORKI 
FEWER  OF  THOSE  con 
WILLBEDEDUCTIBLE-U 
THOSE  THAT  REMAIN 
WILL  COME  OFF  THE  "F 
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PERSONAL  jSI 


9S  and  self-employment 
i  into  '93  or  exercising' 
ilified  (as  opposed  to  in- 
e)  stock  options.  When 
),  you  are  taxed  on  the 
•nee  between  what  the 
vas  worth  when  the  op- 
as  granted  and  its  cur- 
larket  value— known  as 
largain  element."  But 


ploy  the  usual  strategy  of  de- 
ferring income  and  accelerat- 
ing deductions.  The  idea  is  to 
put  off  as  much  tax  liability 
as  possible.  If  you  fall  into 
one  of  the  two  new  brackets, 
36%  or  39.6%,  you  can  get  an 
interest-free  loan  from  the 
government  by  electing  to 
pay  the  additional  tax  created 
by  the  increase  over 
the  next  three 
years.  But  be 
careful:  Any 
miscalculation 
^ !       \)      \    in  estimat- 


ireciation  thereafter 
;.xed  as  capital  gains 
■  '11  sell.  So  by  exercis- 
1  iljtions  this  year,  you 
id  the  Medicare  tax 
\ert  future  income 
ital  gains.  Don't  try 
1  incentive  stock  op- 
-ause  they  aren't  sub- 
f  t  he  Medicare  tax,  and 
L^ain  element  could 
i   he  AMT. 

of  the  above  crite- 
to  you,  and  you  ex- 
!■  bracket  to  be  the 
s  year  and  next,  em- 


ed  payments  will  cost  you  this 
option. 

To  defer  income,  contribute 
to  retirement  plans  such  as 
401(k)  and  individual  retire- 
ment accounts.  Buy  Series  EE 
savings  bonds,  which  aren't 
taxed  until  they're  redeemed, 
and  munis,  which  aren't  taxed 
at  all.  Shorter-term  deferral 
tactics  include  buying  Ti'eas- 
ury  bills  or  certificates  of  de- 
posit that  won't  credit  you 
with  interest  until  next  year. 

If  you're  self-employed,  de- 
lay December  billing  until  '94. 


Put  off  the  closings  for  real 
estate  sales  and  other  capital 
gains  property.  Sell  securities 
short  against  the  box:  In  oth- 
er words,  sell  borrowed  se- 
curities while  owning  sulastan- 
tially  identical  ones,  which 
you  later  deliver  to  close  the 
sale.  This  lets  you  lock  in 
profits  while  delaying  recogni- 
tion of  gain. 

Jump  on  any  deductions 
that  will  be  eliminated  or  cut 
l)ack  next  year.  For  instance, 
if  you're  moving  for  work  pur- 
poses, the  distance  your  job 
must  be  from  your  old  home 
goes  up  from  35  miles  to  50 
miles.  You'll  lose  wiite-offs  for 
jjre-move  house-hunting  trips, 
temporary  living  expenses, 
and  the  costs  of  settling  an 
unexi^ired  lease.  So  sciueeze 
all  or  part  of  any  move 
into  the  next  few 
weeks,  if  you  can. 
The  good  news  is 
that  in  1994, 
moving  ex- 
penses will 
become  an 
"above-the-line" 
item.  In  other 
words,  you  can 
deduct  them  off 
the  top  to  lower 
your  AGI  rather  than 
having  to  exceed  your 
standard  deduction  to 
use  them. 
PARTY  REPRIEVE.  Deduc 
tions  for  work-related  club 
dues  are  also  getting  the 
ax,  and  those  on  meals  and 
entertainment  will  be  cut 
back  from  85%  to  50%.  So 
eat,  drink,  and  be  merry 
while  you  can.  (Office  Christ- 
mas parties  and  picnics  are 
still  O.K.)  If  you  have  a  bill 
for  a  country  club  or  an  ath- 
letic club  that's  due  early  nexl 
year,  pay  it  now  to  get  the 
tax  break,  says  Stuart  Kess- 
ler,  a  partner  at  Goldstein, 
Golub,  Kessler  &  Co. 

Your  personal  life  has  tax 
consequences,  too.  Engaged 
couples  should  wait  until  '94 
to  tie  the  knot  if  marriage 
puts  them  in  a  higher  brack- 
et. Conversely,  divorcing  cou- 
ples should  finalize  the  separ- 
ation in  December,  if  possible, 
to  avoid  paying  the  marriage 
penalty  next  year.  Other  tac- 
tics include  paying  January 
state  and  local  taxes— beware 


of  triggering  the  AMT— or  real 
estate  and  property  taxes  this 
month. 

Don't  forget  the  holiday 
spirit.  Even  Scrooge  would 
want  to  donate  appreciated 
property  to  charity  this  year. 
You  get  to  claim  the  present 


TAX  TIP  #4 


THIS  IS  THE  LAST  YEAR 
YOU  CAN  DEDUCT 
BUSINESS-RELATED  CLUB 
COSTS,  SO  PAY  NEXT 
YEAR'S  DUES  NOW 


value  as  a  deduction  and 
avoid  capital-gains  taxes  on 
it.  In  the  past,  such  gifts  were 
liable  to  trigger  the  AMT— but 
no  more.  "There's  no  reason 
why  anyone  wanting  to  give 
money  to  charity  shouldn't 
use  that"  instead  of  paying 
cash,  says  Kevin  Roach,  a  tax 
planner  at  Price  Waterhouse. 
But  watch  out:  You  can  de- 
duct the  full  market  value  on 
long-term  holdings,  but  on 
short-term  assets,  only  the 
cost  is  deductible.  And  re- 
member, you  have  until  the 
end  of  the  year  to  give  up  to 
$10,000  to  a  family  member 
without  paying  a  gift  tax. 

If  you  want  to  realize  loss- 
es to  counteract  gains,  avoid 
pitting  short-term  losses- 
worth  39.6%  in  the  top  brack- 
et—against long-term  gains, 
worth  28%.  You  can  deduct 


TAX  TIP  #5 


GIVE  APPRECIATED 
STOCKS  OR  PROPERTY  TO 
CHARITY-IT  WON'T 
TRIGGER  THE  ALTER- 
NATIVE MINIMUM  TAX 


up  to  $3,000  in  capital  losses 
against  ordinary  income.  To 
create  losses,  you  can  sell  fall- 
ing stock  and  repurchase  sim- 
ilar stocks  only  if  you  wait 
until  30  days  after  the  sale. 

These  moves  may  keep  a 
little  more  money  in  your 
pocket— unless  you  want  to 
rush  out  and  spend  it  on  holi- 
day gifts.  Pam  Black 
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Potables 


BURGUNDY 
BARGAINS  AND 
BIOCKBUSTERS 


If  you're  looking  for  wine  for 
a  special  occasion,  think 
Burgundy.  Although  France's 
Burgundy  region  boasts  some 
of  the  world's  most  drink- 
able—and expensive— wines, 
they're  not  as  popular  in  the 
U.  S.  as  other  varieties.  Yet 
Burgundy  reds  are  more  aro- 
matic and  less  earthy  than 
their  cousins  from  Bordeaux, 
while  the  whites  have  a  sub- 
tler, less  oakey  flavor  than 
the  ubicjuitous  California  char- 
donnays. 

The  1993  vintage,  harvest- 
ed in  September  in  vineyards 
stretching  from  Dijon  to  Ma- 
con, has  just  been  put  in  300- 
bottle  oak  casks  to  ferment. 
In  a  year  or  so,  eager  buyers 
can  start  stocking  their  cel- 
lars with  the  latest  Romanee- 
Conti,  consistently  the  world's 


most  expensive  red 
wine,  or  Montrachet, 
one  of  the  l)est 
whites. 

Patrick  Dussert- 
Gerber,  author  of 
Guide  des  Vins  de 
France  M  ($23.75, 
Albin  Michel,  Paris), 
offers  a  few  basics. 
A  simple  table  wine 
can  be  obtained  fi'om 
the  vineyard  for  un- 
der $4.  Unfortunate- 
ly, not  much  of  it  is 
exported.  Moving  up 
to  a  medium  price 
range  of  $13-$20,  one 
can  easily  find  Cha- 
blis  or  Pouilly-Fuis- 
se,  two  whites  that 
most  Americans 
have  probably  heard 
of  without  realizing 
that  they  were  Bur- 
gundies. In  reds, 
check  out  a  Volnay  made  at 
Domaine  du  Marquis 
d'Angerville. 

SUBILE  SENSATION.  For  special 
occasions,  a  Pommard  from 
Chciteau  de  Pommard,  at  $50 
and  up  a  bottle,  or  a  Clos  de 
Vougeot  from  Louis  Jadot, 


BEYOND  BORDEAUX  AND  CALIFORNIA:  BURGUNDY 
REDS  ARE  MORE  AROMATIC,  WHITES  LESS  OAKEY 


starting  at  $40,  will  make  a 
stunning  complement  to  meat. 
One  of  Philippe  Bouzereau's 
Meursaults  would  l)e  a  subtle 
alternative  to  California  char- 
donnay.  It  goes  for  about  $25 
stateside. 

The  best  years  for  reds: 


1978,  1979,  198 
(but  the  '85  \] 
even  better  i 
to  five  yeai's 
whites:  1979,] 
1983,  1989,  an 
(but    wait  ; 
years  for  th- 
Most  vineyani 
New  York  : 
such  as  Kobra 
490-9300),  th 
direct  you  to 
retailer. 

On  a  recen  ■ 
tour  throug 
Burgundy  n" 
paid  $12  for 
mier  Cru  19^7- 
St.-Georges  ( 
Thorey  froii 
maine  Thoma  _ 
lard  and  $47' 
1985  Pommai 
Chateau  d( 
mard.  Haviir. 
fited  from  a  degas  tat 
ing)  of  both  wines 
cellars  where  they  w ' 
ing,  I  know  they're 
And  like  any  fine  Bm 
they  will  only  get  belt  • 
the  next  20  years— i  ! 
wait  that  long.  Patrlr 


Mention  creative  financ- 
ing to  most  mortgage 
lenders,  and  you're  likely  to 
get  a  blank  stare.  That's  what 
New  York  investment  banker 
Christopher  Hogg  found  when 
he  went  shopping  this  fall  for 
a  jumbo  mortgage  to  buy  his 
dream  house  on  Long  Island. 
But  after  being  turned  down 
by  several  institutions,  he 
found  one,  Emigrant  Savings 
Bank,  that  was  willing  to  offer 
him  a  "designer  mortgage" 
that  met  his  requirements. 

Hogg  figured  that  interest 
rates  would  probably  remain 
stable  for  two  to  three  years, 
then  rise  steadily.  By  that 
time,  he  could  pay  off  a  large 
chunk  of  his  moitgage.  So  he 
wanted  a  deal  that  would  take 
advantage  of  low  adjustable 
rates,  lock  in  a  low  fixed  rate 
in  case  rates  lise,  and  cut  his 
monthly  payment  if  he  pays 
off  part  of  the  loan. 

The  result  was  two  mort- 
gages—a fixed  and  an  adjust- 
able—wrapped neatly  into  a 
single  "hybrid"  loan  for  some- 
thing "ov-^r  $500,000."  Sixiy 


Smart  Money 

MORTGAGES:  NOW,  YOU  CAN 
GET  THE  BEST  OF  BOTH  WORLDS 


percent  of  the  total  is  a  15- 
year,  6.75%  fixed-rate  mort- 
gage, and  the  remainder  is  a 
30-year  adjustable  bearing  a 
fii'st-year  rate  of  3/<%.  Assum- 
ing a  $500,000  loan,  rates  on 
the  adjustable  portion  of  5%% 
in  year  two,  and  T/i%  in  years 


A  DESIGNER  VS. 
A  FIXED  MORTGAGE 


$500,000  Mortgage 


5-year  payout 


15-YR.  FIXED  AT  6^/4% 


$265,473 


DESIGNER:  $300,000  15-yr. 

fixed  ot  b'A%  159,283 

200,000  30-yr.  adjustable  at  76,896 

3'/8%  in  yr.  1;  SV>%  in  yr.  2,  236  179 
m  in  yrs.  3-5 

Reduction  in  totol  payments 

with  designer  mortgage:  29,294 


DATA:  EMIGRANT  MORTGAGE  CO. 


three  through  five,  the  net 
savings  in  monthly  payments 
over  five  years  is  nearly 
$30,000.  Even  though  Hogg 
will  owe  more  at  the  end  of 
five  years  than  if  he  had  tak- 
en a  single  15-year  fixed  mort- 
gage, he  will  have  achieved 
his  goal  of  gaining 
flexibility  to  put  his 
cash  to  other  uses. 

A  small— though 
growing— number  of 
lenders  is  offering 
similar  kinds  of  flex- 
ible mortgages.  One 
reascm  they  aren't 
more  common  is  that 
lenders  structure 
loans  to  be  sold  in  the 
secondary  market  vs. 
retaining  them  in 
their  portfolios.  Lend- 
ers also  consider  cus- 


tom deals  too  time-cons  jai 
Still,  they  could  catil 
Dime  Savings  Bank  oh 
York  has  granted  boriiif 
who  expect  their  inccte 
increase  a  mortgage  $ 
for  most  of  the  interes  jii 
paid  in  the  later  ratheji| 
early  years  of  the  loan.ii 
the  Dime  hasn't  extends 
hybrid  mortgages, 
Vice-President  David 
says  the  bank  would  C( 
doing  so.  Merrill  LyncI 
it  and  The  Boston  Co 
offer  combination  fixe 
with  a  home-equity 
credit  that  is  essentially 
year  adjustable. 

Emigrant  offers  d« 
options  to  any  borrowi 
qualifies  for  a  conv- 
mortgage,  though  thej 
the  most  sense  for  sc 
who  needs  a  large 
bank  has  even  put  tc 
three-tier  mortgages  ir 
25%  has  been  fixed 
years,  50%  is  fixed  for 
25%  is  adjustable.  Som 
with  bankers,  ask  ai 
shall  receive.  Philli} 
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The  changes  are  visible  with  Garuda  Indonesia.  Billions  of  dollars  invested  in  new  planes.  The  multi- 
million  dollar  training  center  that  15  other  airlines  turn  to.  The  redesigned  Executive  Lounges. 

Yet,  as  each  innovation  is  appreciated  lor  the  additional  comfort  it  brings,  it's  something  far  less 
tangible  that  lives  on  in  the  memory  of  the  traveler. 

Rukun.  Every  Indonesian  child  is  brought  up  in  an  environment  that  treasures  it  and  as  they  grow, 
each  child  is  encouraged  to  practice  it.  What  does  Rukun  mean  in  your  language? 

The  same  as  it  does  in  everyone's.  Harmony.  Garuda  Indonesia^^^^^ 

I  III.    \  I K I  I  m:  (II  (VDo\/;s/,\  ^ 


For  resm'attiins  call  your  travel  a^ent  iir  l-8()()-3-GARUDA. 
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MARK  YOUR  CALENDAR  NOW 
FOR  THE  MOST 
AUTHORITATIVE  INFORMATION 

ON 

TECHNOLOGY  TRANSFER 


MCGRAW-HILL  and  AVIATION  WEEK  &  SPACE  TECHNOLOGY 

in  association  with 

SANDIA  NATIONAL  LABORATORIES  and  JET  PROPULSION  LABORATORY 

present 

The  Technology  Gateway 
Conference  and  Exhibition  Series 


Cosponsored  by 
The  Greater  Albuquerque  Chamber  of  Conimerce 

and 

The  Pasadena  Chamber  of  Commerce 

Two  comprehensive  two-day  conferences  and  exhibitions  on  the  programs,  policies  and 
practices  involved  in  accessing  and  licensing  government  technology  and  R&D. 


Albuquerque,  NM 
January  18-19,  1994 
Hyatt  Albuquerque 


Pasadena,  CA 
January  20-21,  1994 
Pasadena  Hilton 


■'^  Exclusive  for  conference  attendees:  tours  of  Sandia  National  Laboratories  and  JPL  ^ 

IN-DEPTH  Q<&A  SESSIONS! 
TABLE-TOP  EXHIBITION  SPACE  AVAILABLE! 


For  details,  contact  Lydia  Janow,  Aviation  Week  Group,  2 1 2-5 1 2-3225  or  fax  2 1 2-5 1 2-3334. 
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Our  pilots  have  to  fly  - 
over  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days. 
AA^ich  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
around  the  world  about  forty  times.  (And  that 
was  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
the  best.  That's  why  we  use  the  very  latest  in 
aviation  technology.  Including  one  of  the  most 
modern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
1-800-438-5000.  We'll  go  out  of  our  way  for  you. 


KSREANAIR 

Fl\'  the  spirit  of  dedicationT 


114D-PAC 


)U  plan  to  give  a  spe- 
gift  this  holiday  sea- 
,  you  might  consider 
—say,  gold  cufflinks  oi- 
ond  bracelet.  But  in- 
E  buying  a  new  bauble, 
t  acquire  a  piece  of  es- 
I'elry? 

ously  owned  pieces  of- 
latched  value  for  the 
in  the  moderate  (un- 
000)  price  range.  Even 
t  difficult-to-please  re- 
can  find  something  to 
'.ether  it's  the  intricate 
'k  of  19th-century 
,he  geometric  designs 
rt  Deco  period,  or  the 
;ign  of  1940s  "cocktail" 

I  compared  with 
n  most  shop  wir  dows 
state  jewelry  sets  the 
apart  in  a  way  that 
orary  jewelry  can't," 
Xy  Scherer,  co-owner 
Pleasures,  a  New 


elry  gallery.  Try  to 
a  iplicate  of  Scherer's 
'0'  /hite-and-yellow-gold 
'    from  the  1960s:  It 

I'l  the  wrist  to  meet 
sapphire  and  dia- 

-  that  also  double 
s  also  virtually  im- 

.)  recreate  today— at 
a  lie  prices— the  qual- 
'1  I  rkmanship  in  Victo- 

Deco,  or  Edwardian 


Collecting 

SECONDHAND  TREASURES 
CAN  BE  SECOND  TO  NONE 


pieces,  says  Stephen  Silver, 
president  of  estate-  jewelry 
dealer  S.  H.  Silver  in  Menlo 
Park,  Calif.  The  colored 
stones,  such  as  rubies,  are 
also  often  superior  to 
those  available  toda\-. 

You  can  buy  estatf 
jewelry  from  several 
sources.  You  might 
find  pieces  at  an  es- 
tate sale  advertised 
in  the  classifieds. 
Most  department 
stores  and  jewelry 
shops  that  caiTy  such 
items  guarantee  their 
merchandise,  sell  on 
credit,  and  take  back 
pieces.  But  de- 
partment stores  buy 
from  dealers  or  some- 
times take  inventory  on 
consignment.  That,  com- 
bined with  overhead, 
can  mean  high  markups. 
Recently,  Macy's  priced 
a  Victorian  Estruscan-re- 
vival  bar  pin  at  $1,000, 
while  a  dealer  at  the 
Manhattan  Art  &  An- 
tique center  had  an 
identical  piece  tagged 
$600. 

MIXED  MARKUPS.  Deal 
er  prices  can  also  vary 
dramatically  depending 
on  how  much  the  dealer 
paid,  how  long  a  dealer 
has  had  a  piece,  and 
markups,  which  can  be  as  low 
as  10%  or  as  high  as  100%  or 
more. 

Auctions  offer  a  superb  se 
lection  of  estate  jewelry,  says 
independent  jewelry  consul- 
tant Antoinette  Matlins.  The 
major  auction  houses,  such  as 
Skinner  in  Bolton,  Mass.,  or 
Sotheby's  and  Christie's  in 
New  Yoi-k,  hold  several  jewel- 
ry sales  a  year.  But  retail 


Imyei's  compete  aggressively, 
so  "competition  often  results 
in  higher  prices,"  says  Mat- 
lins. Nor  can  you  return  a 
piece  to  an  auction  house. 


White-and-yellow  golo  '60s  bracelet  with  two 
detachable  diamo.nd-and-sapphire  clips:  $10,500 


No  matter  whei'e  you  buy, 
be  careful.  "There's  more 
fraud  than  ever,"  says  Mat- 
lins. Victorian,  Art  Deco,  and 
Edwardian  reproductions  are 
plentiful.  So  are  pieces  carry- 
ing bogus  signatures  fi'om  fa- 
mous jewelry  houses,  such  as 
Tiffany  and  Cartier.  You  also 
need  to  be  on  the  lookout  for 
older  items  that  have  been  al- 
tered or  have  had  colored 
stones  replaced  with  new 
ones.  To  avoid  getting  taken. 


have  any  piece  you  plan  to 
buy  appraised  independently. 
The  appraisal  may  cost  $100, 
l)ut  that's  a  modest  fee  to  en- 
sure that  you're  getting  what 
you  think  you  are.  Tlie  Amer- 
ican Society  of  Appraisers 
(703  478-2228)  or  the  Ameri- 
can Gem  Society  (702  2.55- 
6500)  can  provide  names. 
HOMEWORK.  If  you're  a  new 
buyer,  you  can  take  the  pulse 
of  the  market  by  going  to 
auctions  and  antique 
shows.  Antique  and 
Twentieth  Century 
Jewelery  by  Vivienne 
Becker  ($65.00,  NAG 
Press)  offers  a  com- 
prehensive look  at 
jewelry  periods  and 
design.  Jewelry  & 
Gems:  The  Buying 
Guide  by  Matlins 
($16.95,  Gemstone 
Press)  provides  the 
basics,  including  ad- 
vice on  how  to  gauge 


stone  quality. 

Unless  you  know  the  field, 
buy  from  someone  who  has  a 
long,  reputable  track  record. 
A  good  dealer  will  alert  you 
to  replaced  stones  or  altera- 
tions and  let  you  return  the 
piece,  usually  within  30  days, 
for  a  refund.  Make  sure  the 
seller  writes  down  the  facts 
about  the  piece  on  the  bill: 
when  it  was  made,  style,  ma- 
terials, and  weight  of  stones. 

How  do  you  decide  to  take 
the  plunge?  "Buy  quality,"  ad- 
vises Eric  Bleiler  of  Eric  Bleil- 
er  Jewelers  in  New  Upper 
Falls,  Mass.  No  matter  what 
the  period,  such  jewelry  holds 
its  value  and  is  more  likely 
to  appreciate.  A  quality  piece 
will  be  of  pleasing  design  and 
in  good  condition,  with  no  ex- 
tensive repairs  or  major  flaws 
in  stones.  The  best  pieces  are 
unusual.  And  it's  a  plus  if 
they  are  signed  by  a  well- 
known  jewelry  house.  What- 
ever you  do,  have  fun.  Buying 
estate  jewelry  should  l^e  more 
like  treasure  hunting  than 
shopping.  Emily  Smith 


^,  )rth  Noting 

Mius.  Your  stash  of 
V  not  earn  much 
l)ut  it  can  generate 
lier  miles.  You  can 


claim  one  air  mile  for  every 
$10  you  invest  for  a  year  in 
American  A  Ad  vantage  Mile- 
age Class  funds.  Discount  bro- 
ker Jack  White  &  Co.  (800 
455-112^3)  offered  a  regular  no- 
load  money-market  fund  in 


August  (current  yield  2.91%) 
and  added  municipal  and 
Ti'easury  money-market  funds 
in  November. 

■  CHIP  TIPS.  Can't  tell  a  hard 
disk  from  a  CD-ROM?  Don't 
worry.  The  Little  PC  Book  by 


Lawrence  J.  Magid  ($17.95, 
Peachpit  Press,  800  283-9444) 
covers  the  basics  for  people 
who  "know  absolutely  noth- 
ing about  PCS,"  fi'om  what  to 
do  when  your  machine  freezes 
to  picking  the  processor. 
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B  U  S  I  N  E  S  S  ^WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PIAC 
100  EAST  OHIO  STREET  SUITE  6: 
CHICAGO,  ILLINOIS  6061 1 


Business  Training  Videos 


Want  more  from  your  staff? 

^"^^JOHNCLEESE 

John  Cleese  and  Video  Arts  offer 
more  than  100  humorous  business 
videos  that  produce  serious  results. 

Management . .  .sales. .  .marketing. . . 
customer  care. .  .meeting  breaks. . . 
quality- .  .more!  Call  now. 

1-800-553-0091  exf.  57^ 

Gourmet/Specialty  Foods 


Hot  Air 


Microwave 


POPCORN  MAGIC 


Discoi  er  BERKOFt  S    Multi-l  se' 


"PRE-SEASONED  POPCORN  KERNELS" 


They'rt  Sensational...  Three  Ways! 

Savory  Snack  -  Croutons  or  Crunchy  Cereal .  \  ^o^^ 


12oz.  TRIAL  PAK 

Includes  New  'Micro-Bag' 


$2. 


41 


ORDER  TOLL-FREE  (24  hrs.)  1-800-397-1685 


Saveupto75°^i 
on  Contacts  \ 

Up  to  75%  off  the  same  lenses  your  .J 
doctor  prescribed.  No  membership  i 
fees.  100%  guaranteed. 

BAUSCHSLOMB    Q  ^^^^Stl  I 

FREE  BROCHURE  I 

■  ■■■■■■■  407-998-9500 

1-800-780-LENS^ 


Contact  Lens 

DISCOUNT  CENTER 

i  ■   ■  ■   ■   M  M 


Presentation  Equipment 


Financial  Services 


L  A  SIR 
POCKET'TOINTER 


am. 


•  If  You  Buy,  Buy  Quality 
>  Range  up  to  100  yds. 
!      'WE  include 2 AAA 
Batteries 

po.  Box  271 2        TOLL  FREE 

San  Ramon  CA  94583    8(KI-291  -551 1 


^t^k  ^^fS^'"^  •CASH 

^^^.^  "  ■■    WITHIN  24  HOURS 
•  BANK  TO  BANK  TRANSFERS 
•  WE  ASSUME  THE  CREDIT  RISK 
CALL  JEFF  FARKAS  Toll  Free 

800-241-CASH 

ADVANTAGE  FUNDING  CORP 

Giving  Your  Business  Ihe  ADVANTAGE  lo  Succeed 


Audio  Books 


BOOKS 
ON  TAPE 


World's  Largest  Seleclion  ol  Audio  Boohs 

•Bestsellers  I 

on  Cassette  ^ 

•  Full-length  g 
Readings  - 

•  Call  for  Free 
Brochure  . 


(800)  626-3333 


Sports  Equipment 


Cheat 
At  Tennis 


_B2l 


ItennistltorI  Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  broctiure 


Jeweiry/Catalogs 


The 

EXECUTIVE'S 
JEWELER 


*  2500  item  catalog  $10.00 

*  Kings-buy  your  Queen 
jewelry  by  phone  at  close 
to  wholesale  prices. 

*  Visa/MC  accepted 

*  Stock  items  shipped  in 
48  hrs.  via  Brinks,  Fed  Ex. 

*  Since  1978 


1-800/833-GEMg 


International  Business 


RUBLES 

■  Currency  conversion 

■  Invoices  paid  on  account  in  C.I.S. 

■  Trust  accounts  in  US$  and  Rubles  at 
35%  year  and  up  compound  interest 

*  All  transactions  through  U.S  company 

Global  Dev.  Inc.  -  Moscow 
For  further  Info,  contact  our  U.S. 
office  ph/fax:  517/321-0630 


Computer  Software 


IS  YOUR  PC  SAFE? 
PCYPHER  security  softv^^are  yvill 
safeguard  your  data.  Cold  War 
spin-off  encodes/decodes  any 
DOS  file.  XT/AT,  Network,  help 
manual  and  developers  kit  $99.95. 
SOFTWAR,  6307  Brambleton 
Road,  Richmond,  VA  23234. 
804/275-7472. 


Investment  Opportunities 


Earn  up  to  24%  Interest 


Learn  by  phone  how  to  buy  hens 
thru  government  agencies. 
Tax  Lien  Hotline® 

1-800/868-5436 

Free  Introduction. 

$2.00/Minute.  Must  have  touch  tone 
phone  and  Valid  Visa  or  MC 


Presentation  Equipment 


LASER  POIIITE| 

3YeorWaranty    f<i^ 1 
Mode  in  the  USA   (VV>^  |^|  |' 

J00-55-DIUCfl?r.°.^^^)W 

Education/lnstructi 


COLLEGE  DEGI 

BACHELORS  •  MASTERS  •  DOC 

For  Work.  Life  and  / 
Experience  •  No  CI 
Attendance  Req 

Call  (800)  423 

or  send  detailed  r 
for  Free  Evalus 

Pacific  Western  Univfi 

600  N  Sepulveda  Blvd  .  Dept 
Los  Angeles.  CA  90049  U  S 


EXTERNAL  DEGF 

BA/BS  t\/IS/MBA  PhD 
I  Credit  for  work  /life  exp.  •  Ac 
(800)  444-8569  (24  hi 

LaSalle  Univer! 

i  Dept.  569  Mandeville,  LA  704 


RESEARCH  REPO! 

19,850  academic  topics 
Send  $2  00  (orthe290-pag' 
Custom-written  reportsaisoa. 
RESEARCH  ASSISTAN( 
11322  Idaho  Ave,  #2061 
Los  Angeles,  CA  9002i 
Toll  Free  Hotline:  800-351'; 
(Cahfomia:  310-477-82: 


University  Degrs 

Home  study  Associate,  Be* 
Mfisters,  and  Doctoral  deg<< 
Paralegal,  Law  ,  Psychotoj 
Business    Administration,  * 
Care  Administration,  Inte 
Business,    Human  Re; 
Technology  Maneigement. 
Call  mOO)  477-2254 
Southern  Calirornia  UnivM 
202  Fashion-BW,  Tustin  CJi 


ACCENT  REDUC  < 


Low-Cost  Tapes  with  Man 
Reduce  Regional  Dialect 
Accents  of  Other  Langua 
Effective  Method-NOT  |ust  Pronui 
To  Order  or  Request  Brochu| 
(800)  753-1016  'Fax  (802) 


ja 

\ 


Real  Estate  i 


Foreclosed  Gov't  H<« 
and  Properties  N< 

Available. 
Low  Down  Payme 
No  Closing  Cost: 
To  Buy  or  Invest  Call  To  ' 
1-800/436-6867  EirtJli 


Government  Surps 


Cars,  Trucks, 
Motorhomes  and  " 
All    Gov't  Seizecs 
Surplus  Items  S<i 
Unvelievable  Prices 
To  Buy  or  Inve 
Call  Toll  Free 
1-800/436-6867  Ext.  J5 


AD  RATES  AND  INFORMATION 
PHONE  (312)  337  3090 
X:  (312)  337-5633  OR  WRITE: 


-  -  BUSINESS  _WEf/C 

MakketPlace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


isiness  Services 


NNEL  EVALUATIONS 
BY  MAIL 


est  for  every  position  15  year 
it  1 ,000  leading  companies 
x^essing,  Clerical,  Management. 
ISO  custom  designed 
ree  evaluation  samples 
nces 

EN  PERSONNEL  TESTING 
hone:  1-800-361-4908 


CSTRUCTURE 
rOUR  DEBT! 

r  company  owe  more  than 
)?  Behind  in  payments? 
isrill  renegotiate  your  debt 
)U  realize  the  full  potential 
ompany.  For  information 
48-4300  (weekends/evenings 
5-8591)  Fax  407/845-7124. 


less  Opportunites 


PAYPHONES 
&  VENDING 


You  Own  Them  And 
Keep  All  The  Cash  ! 

(.  Maizes  your  business 
$tOOO-$5000  per  Year 

,500%  annual  rate  of 
return  beats  Itie  banl^s 


(.'lJBI!.MIUg.!Hlj'ti:M 


ZK1>CIIILI)REN  S  BOOKS 


nent  into  that  pfo(itabl«  bgsJness  you  have 


An 


ope 


^rll  fa.t  in  storet!  At  faira!  Malls!  (Ir 
lywliere  ijiere  are  people.  It's  easy  to 
•nil  our  exciting  tine  of  personalizeil 
r  f  xriting  produelfi  availabte- 

CaB  today:  214-248-9100 

D  &  K  Enterpriser,  lor, 

32 16  Commanilrr.  Suite  101 .  Dept  2 1 

Carrolllon,  Texas  7.^006 


itional  Marketing 

SinoCentric  ~! 
y  newslener  to  let  you  keep  up  | 
5ro»1ng  China  market.  *Cur-  • 
Include  multinational  and  ex- 1 
companies.  *A  one-year  sub- . 
Issues):  S292  (via  mall);  S3S7 1 
rite  or  fax  for  a  sample  Issue. 
8-5037.  Codart  International 
>x  574,  Stoneham,  MA  021S0 


Cable  TV 


:si  •  Compare  Our  Low  Retail 
f^rom  Stock  Stiipped  Immediatelyi 
teed  Warranties  &  Pnces' 
I  Maior  Credit  Cards 
IFIC  CABLE  CO  ,  INC. 
Pept  873  Reseda,  CA  91335 
aers  &  into  1-800-345-8927 


ABLE  TV* 
S  RAMBLERS 

IV^  ERS  ★  ACCESSORIES 

i  Lowest  Prices  ♦ 

CALL  FOR  FREE  CATALOG 

4ME 

on;  nc 


(800)777-7?31 


lUi  OX  WHOLESALERS 

00-841-7835 


3 


6811  ces  •  Best  Service 
^  or  Brands  Carried 

R  FREE  CATALOG! 


JW,  3x  Wholesalers,  Inc 
"J!  it  Roger  Road  #106 
JM  n,  Arizona  85705 


Health/Fitness 


GET  FAST  RELIEF  FOR 
TIRED  SORE  FEET!! 


►  1 00%  guaranteed  relief 

>  Podiatrist  recommended 

►  Simple  to  use  ►  No  batteries 

►  Improves  circulation 
Ideal  for  travelers    ►  Great  gift 


Only  $19.95  each 

 (Add  $3,00  S&H)  


CALL  800-360-3668 


VISA/MASTERCARD 

OR 

Send  your  ctieck  or  money 
order  to: 
FOOTLOOSE 

1 1  72  S.  Main  Street 
Salinas,  CA  93901 

1 00%  MONEY  BACK  GUARAfMTEE 

Investment  Services 


Investors  and  Entrepreneurs 


TCN  introduces  investors  and 
entrepreneurs  based  on  mutual 
business  interests  in  a  confidential, 
timely  and  selective  manner 

512/794-  9398  ext.  245 

TCN  is  the  largest  non-profit  economic  develop- 
ment Venture  Capital  Network  in  the  U  S 


Computer  Software 


*  300  diseases  *  700  medications 

*  family  &  doctor  info 

*  medical  history 

*  lead  poisoning 

*  immunizations 

*  identification 

*  medical  reports 

*  search  diagnosis  *  growth  &  dev 


BABYDOC™  IN  A  DISK 

A  must  for  every  home 
with  children 


$49.95 


Babydoc  ™ 
P  O  Box  26180 
Fresno,  CA  93729-6180 
(800)-NICE^KID  *  (800)-642-3543 


Security 


ARE  YOU  A 
TARGET? 

•TERRORISM  •KIDNAPPING 
•  INDUSTRIAL  ESPIONAGE 
•THEFT 

SPECIALISTS  IN  ELEQRONK  EAVESDROPPING 

SWEEP  SERVICES  AND  EQUIPMENT 
CALL  FOR  CONFIDENTIAL  CONSULTATION  WITH 
INTERNATIONAL  EXPERTS 


UARR 


RESEARCH  GROUP 


537  THIRD  AVE, 
NYC,  NY  10016 
(212)  889-1808 


mwm 


Direct  Marketing 


We  created  254,000  new  customers 
for  just  one  of  our  clients  last  year! 


1CI 


What  can  we  do  for  you? 
TCI  AMRKETING,  Inc. 

1-800-999-4TCI 


an  integrated  direct  marketing  response  agency  ♦ 


Corporate  Gifts 


GOLD  PLATED  TROPHY  AND  RING  INSIDE 


TAKE  ME  OUT  TO 
THE  BOARD  GAME 

Players:  2  to  4.  Ages:  5  to  Adult 
Equipment:  28  Mini  MLB  Team 
Helmets.  Game  Board.  Replica 
Championship  Trophy  &  Ring.  40 
World  Series  Ticket  Chance  Cards. 

Limited:  25.000  Editions 
VISA  •  MASTERCARD  •  AMER  EXP. 

IDEA  TEAM.  INC©  1993 


CALL:  1 *  800  *  MLB  *  GAME 

$39.95  plus  $5.00  S&H  •  Guaranteed  Christinas  Delivery  if  by;  12/5/93 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 
BRONZE  COLLECTION 

BRONCO  5 
BUSTER 
f^lj  j       "Lost  wax  casting" 

HEPrtlY  BONNARD 

Bronze  Co. 
AND  Associates 

1490  S  Higtiway  17-92 
Casselberry.  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg  &  hdlg.  additional 


Holiday  Gifts 


Send  our  famous 

Popcorn' fjif/Tins 

Homemade  caramel, 
Cheddar  &  plain. 
2  gal.  tin.  $18.95 

Phone  orders  1-800-776-2676 

FREE  Catalog. 
Tlie  Popcorn  Store 

1275  Lex  Ave  .NY  10028 


Corporate  Gifts 


Build  Your  Image' 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products. 

1-800-792-2277 

DEPARTMENT  706 

FAX  1-510-786-1111 


The  Corporate  Choice' 


America's  Choice  for  corporate 
I  identity  apparel  and  merchandise  1 


capability: 


CUSTOIV 
PUBLISHIN 


t- — - 

j 

LEFT  TO  right: 

ON  TOUR  magazine, 
produced  in  association 
with  The  PGA  TOUR; 
Citibank  Retirement 
Guide  for  Small 
Businesses,  a  brochure 
produced  for  Citibank. 

'..„pyr,j(hl  l')'>i  McGr,lif-Hill.  hn 


Publishing  made  simple 

You   MAY  NOT  KNOW  THIS: 
Business  Week  and  the  resources  of  its 
parent  company,  McGraw-Hill,  are 
at  your  disposal  tor  your  publishing 
projects. 


Magazines.  Brochures. 
Newsletters.  Books.  In  black 
and  white.  Or  color.  We  can 
handle  as  much  of  your  project  as 
you  like,  from  editorial  and  design 
through  printing  and  distribution. 


McGraw-Hill  publishes  38  magazin 
in  60  printing  plants  worldwide.  1 1 
means  we  have  the  capabilities  to  dc, , 
your \oh  faster,  more  efficiently,  ancf? 
in  most  cases,  less  expensively  than  % 
can  do  it  yourself. 

Please  call  Jay  McGraw  or  Cindy 
Caldwell  at  212-512-3063  to 

arrange  an  appointment.  We'll  be  h; 
to  show  you  what  we  can  do  for  yoii 


Business  Week  Custom  Publishing. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


DUCTION 

from  lost  week:  0.1% 
from  last  yeor:  7,0% 


1967=100  (four-week  moving  average) 


Nov.  27 
195.8 


Him 


Nov.  20 
195.7 


Mar  July  Nov 

1993  1993  1993 

oduction  index  was  nearly  flat  during  the  week  ended  Nov  27.  Adjusted 
evels  of  outos,  trucks,  electric  power,  paper,  crude-oil  refining,  and 
ord  ond  rail-freigfit  traffic  declined  and  offset  rising  production  in  steel  ond 
mber  output  was  unchanged.  Before  calculation  of  the  four-week  moving 
the  index  fell  to  194,  from  198,  probably  reflecting  plant  closings  during 
ksgiving  Holiday.  For  November,  the  index  rose  to  195,8,  from  193.7, 
BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


LEADING 

change  from  last  week;  0.3% 
Change  from  last  year:  6.9% 

230  


225. 


220. 


215  . 


2101 


Nov 
1992 


1993 


July 
1993 


Nov.  27 
230.3 


nil 


Nov.  20 
229,5r 


1993 


The  leading  index  increased  slightly  during  the  week  ended  Nov  27.  Higher 
stock  prices  and  better  growth  rotes  for  materials  prices  and  M2  led  the  gain. 
Higher  bond  yields,  increased  large-business  failures,  and  slower  growth  in  real 
estate  loons  held  bock  the  index  Before  coiculolion  of  the  four-week  moving 
overage,  the  index  was  unchanged  at  230.9,  For  the  entire  month  of  November,  the 
index  increased  to  230.3  from  228.8  in  October. 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 


UCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

latest 
week 

Week 
ago 

%  Change 
year  ago 

/4)  thous.  of  net  tons 

1,856 

1,816# 

8  7 

STOCK  PRICES  |12/3|S&P500 

462.80 

461.73 

7.4 

2/4)  units 

142,291 

84,649r# 

7.4 

CORPORATE  BOND  YIELD,  Aao  (12/3| 

6.95% 

6.98% 

-13.8 

12/4)  units 

106,207 

64,3 1  1  r# 

5.9 

INDUSTRIAL  MATERIALS  PRICES  (i2/3) 

93  4 

94.2 

-3.6 

POWER  ( 1  2/4)  millions  of  kilowatt-hours 

57,218 

55,093# 

-2  2 

BUSINESS  FAILURES  (11/22) 

320 

355 

-17.9 

IL  REFINiNG  { 12/4)  thous.  of  bbl./day 

13,846 

13,580# 

1.8 

REAL  ESTATE  LOANS  (i  1/20)  billions 

$406.7 

$407.  Ir 

0.6 

'27)  thous.  of  net  tons 


15,1 10#  19,492 


-20.7     MONEY  SUPPLY,  M2  (ii/is) b.llions 


\RD  111/27)  thous.  of  tons 


834.7# 


852. 7r 


1/27)  thous.  of  tons 


809.0# 


816.0r 


1.3 


11/27)  millions  of  ft. 


309.4# 


494.2 


-34.9 


i  GHT  (1 1/27)  billions  of  ton-miles 


17.8# 


23  1 


2  9 


\merican  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
etroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA",  Association 
)  Railroads 


GNIXCHANGE 


Latest 
week 

Week 
ago 

Year 
ago 

YEN  (12/8) 

109 

108 

124 

MARK  (12/8) 

1.71 

1.72 

1.58 

OUND  (12/8) 

1,49 

1,48 

1,55 

RANC  (12/8) 

5  87 

5.94 

5  39 

1  DOLLAR  (12/3) 

1.32 

1.34 

1.27 

\HC  (12/8) 

1.47 

1.50 

1.41 

PESO  (12/8)' 

3.104 

3.104 

3  108 

lojor  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
issed  in  dollars 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

8)  $/troy  oz. 

382  300 

373,100 

14.6 

kP  (12/7)  #)  heavy,  $/ton 

137  50 

137.50 

54  5 

FS  (12/7)  index,  1967=100 

222.3 

221  3 

9  4 

2/4]  C/lb, 

74.5 

79.5 

-26  2 

I  (12/4)  </lb. 

50.8 

51.3 

-7.6 

/4)  #2  hard,  $/bu. 

3.85 

3  88 

1.0 

2/4)  strict  low  middling  l-l/16in.,  C/lb. 

59.14 

59.10 

14.1 

idon  Wednesday  final  setting,  Chicago  ma 
s  City  market,  Memphis  market 

ket.  Commodity  Research  B 

jreau,  Metals 

$3,514.2      $3,513. 4r 


1.4 


0  8     INITIAL  CLAIMS,  UNEMPLOYMENT  (II/I6) thous 


338 


338 


-6.1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loans 


RMONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Chonge 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Nov ) 

195.8 

193.7 

7.0 

BUSINESS  WEEK  LEADING  INDEX  (Nov ) 

230.3 

228.8r 

6  9 

EMPLOYMENT,  CIVILIAN  (Nov )  millions 

1  19.9 

1 19.5 

1.9 

UNEMPLOYMENT  RATE,  CIVILIAN  (Nov ) 

6.8% 

6.7% 

-8.1 

Sources:  BW,  CIBCR,  BLS 

:  1  i l\ :VI III.'  'l\ M iMHl^^^H 

Latest 
week 

Week 
ago 

%  Change 
year  age 

MONEY  SUPPLY,  Ml  (11/22) 

$1,124  8 

$l,123.1r 

10  9 

BANKS'  BUSINESS  LOANS  |ii/24) 

272  7 

273, 7r 

-3  2 

FREE  RESERVES  (11/24) 

l,031r 

93  Ir 

-15.7 

NONFINANCIAL  COMMERCIAL  PAPER  (11/24) 

159  7 

159,5 

6.5 

Sources:  Federal  Reserve  Board  [in  billions,  except  for  free  reserves,  \ 
two-week  period  in  millions) 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (i2/7) 

2.67% 

3,16% 

2.94% 

PRIME  (12/8) 

600 

6,00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (12/7) 

3.42 

3,44 

3.74 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/8) 

3.33 

3,35 

3.54 

EURODOLLAR  3-MONTH  (12/3) 

3.38 

3,38 

3.80 

Sources:  Federal  Reserve  Board,  First  Boston 


n  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
v'ood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r= revised     NM  =  Nol  meaningful 
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When  the  BEST 

in  the  BUSINESS 
TEAM  UP,  YOU 
REALLY  GET  YOUR 


The  leader 
in  business  magazines. 

The  leader 
in  business  television. 
CNBC's  MoneyTalk  has 
created  an  incredible  merger. 

Guest  contributors  from  the 
most  influential  business 
magazines  in  the  country, 
including 
BusinessWeek,  Money, 
U.S.  News  &  World  Report, 
Fortune  and  Kiplinger's  Personal 
Finance,  talk  directly  to  you 

about  the  money 
issues  important  in  your  life. 


Tune  in. 


It  may  be  the  smartest  money 
move  you've  made  all  day. 

MoneyTalk 

Monday  -  Friday  7:30PM  (ET) 

^NBC 

'''Mone^lfjj^ay.  Talk  All  Night. 

Bu^iriessWeell 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stary  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Beyond  news,  hitelli^ence. 


ABC  48,70 

Abercrombte  &  Fitch  44 
A  C.  Nielsen  82 
AcJam  Opel  67 
Advanced  Bank  Australia  80 
Advanced  Technology 

Materials  34 
A.  Gary  Shilling  26 
AlliedSignal  76 
American  Cyonamid  42 
American  Express  8 
Amper  96 

Apple  Computer  40,  50 
Arbor  National  Mortgage  90 
Astra  76 

AT&T  76,96,  100,  102 

Awod  &  Associates  94 

B 


BonkAmerico  80 
Bank  of  Boston  82 
Bath  &  Body  Works  44 
BCE  Telecom  39 
Bell  Atlantic  39 
BellSouth  39,83 
Black  &  Decker  14 
Boeing  76 
Boston  Co,  1 14 
British 

Telecommunications  76,  96 
Burger  King  58 
Burnhom  Securities  44 


Cabletron  Systems  34 
Coblevision  39 
CAE-Link  82 

Candy  Elettrodomestici  55 
Carrier  109 
Coterpillor  34 
CBS  48 

CCM  Capitol  86 
Challenger,  Gary  & 

Christmas  26 
ChangeLab  International  76 
Chef  &  Brewer  58 
Chris-Croft  Industries  48 
Chrysler  34,76 
Cintas  34 
CNA  76 
Comcast  39 
CompuServe  50 
Converse  108 
Cox  Enterprises  39 
CS  First  Boston  55 
cue  International  34 


Daimler  Benz  55,  76,  96 
Dallas  Cowboys  108 
Dorling  Delaware  6 
Deloitte  &  Touche  112 
Deutsche  Bundespost 

Telekom  96 
Digital  Equipment  36,  100 
Dime  Savings  Bank   1 14 
Dreyfus  50 

DRi/McGraw-Hill  26,54,67 
DuPont  76,  122 


Eastman  Chemical  76 
Eastman  Kodak  76,  80 
Eckerd  94 

Emigrant  Savings  Bank  1 14 
Energis  96 
Ericsson  (L.M.)  76 
ESPN  70 
Express  44 


Federal  Express  70 
Federated  Department 

Stores  14 
Figgie  International  94 
First  Boston  86 
Ford  80,  109 
Fox  Broadcasting  48 
France  Telecom  96 
Frank  Music  50 
Fujitsu  100 

G 


Gardner  Capital 

Management  86 
GE  8,76,80,96,  122 
GM  8,  67 

Goldman  Sachs  6,  36 
Goldstein  Golub  Kessler  1 12 
Grand  Metropolitan  58 
Green  Giant  58 
Groupe  Bull  96 

H 


H&R  Block  10 
Haldor  Investment 

Advisors  82 
Heritage  Medio  34 
Heublein  58 
Hewlett-Pockord  40 


IBM  8,34,40,58,80,96 
IDV  58 

InnerSpace  Medico!  105 
Intel  100 

Intercontinental  Hotels  58 
ITT  50 


Jonnotta  Bray  & 
Associotes  82 
Janus  Funds  34 
JCI  Data  Processing  82 
J.C.  Penney  44 

K 


Kemper  Financial  Services  34 
KFC  38 

Kidder  Peabody  86,  108, 
109 

KPGM  Peat  Marwick  112 


Ladenburg  Thalmann  50 
Lane  Bryont  44 
Larry's  Standard  Brands 
Shoes  108 


Lawrence-Leiter  82 

Lear  Seating  67 

Lerner  New  York  44 

Lewin-VHI  53 

Lexmark  International  76 

Limited  Too  44 

Litton  Applied  Technology  82 

Lotus  Development  36 

M 


McDonald's  58 
McGraw-Hill  32 
MCI  Communications  96 
McKinsey  76 
Medlmmune  42 
Mellon  Bank  50 
Mercer  Management 

Consulting  76 
Merck  50,76 
Merrill  Lynch  26,55,  114 
Microsoft  8,  36,  40,  55 
MMS  International  32 
Mobil  70 
Modicon  76 
Moron  Group  86 
Morgan  Guaranty  Trust  26 
Motorola  76,  80 

N 


NatWesf  Securities  109 
NBA  108 
NEC  Hitachi  100 
NeXT  Computer  40 
NFL  70 

Nielsen  Medio  Research  48 
Nike  70,  108 
Nissan  67 

Nomura  Securities  86 
Northern  Telecom  83 
Northwest  Airlines  6 
Novell  40 
Nynex  39 


Oppenheimer  48 
Orlando  Magic  108 
Otis  Elevotor  109 
Ovum  96 

Owens-Corning  Fiberglas  82 
P 


Paramount 

Communications  39,  48 
Pearle  Vision  58 
Philip  Morris  34 
Pillsbury  58 

Pony  Sports  &  Leisure  108 
Pratt  &  Whitney  109 
Price  Woterhouse  1 1 2 
Primerica  8 
Princeton  Dental 

Monagement  94 
Principal  Group  34 
Prudential  Insurance  90 
Prudential  Securities  92 
PTT  Telecom  Netherlands  96 
Purdy  Products  82 


QVC  Network  39,  108 


Rank  Xerox  96 
Raymond  James  & 

Associates  94 
Recognition  International  83 
Reebok  108 
Renault  54 
Research  Systems  8 
Respone  Professional 

Placement  90 
Reuters  96 


Rite  Aid  94  1 
RJR  Nabisco  34,  5j 
Ross  Capital  86  ! 
Ryder  System  76 

s 


Saatchi  &  Saatchi 
Saint-Gobain  55 
Salvcni  Investment 
Samsung  Electronii 
Santa  Cruz  Opera 
Sanyo  96 
Sears  44 
Sibley  Mortgage 
Sikorsky  109 
SMR  Research  90 
Society  Corp.  44 
Sony  39 
Southwestern  Bell 
Sprint  96 
STET  96 
Structure  44 
Sun  Microsystems 
Suzuki  67 
Sybase  34 

T 


Technomic  58 
Tele-Communicctii 
The  Limited  44 
Therapeutics  34 
Time  Warner  39  , 
Tops  Markets  38 
Toshiba  100,  105 
Toyota  67 
Trans  World  Airlin 
TWA  96,  109 
Tyson  Foods  38 

u 


Unilever  96 
United  Airlines  1( 
United  Technologi 
Upjohn  50 
Urboch,  Kohn&V 
US  Biomoteriols 
USF&G  70 
U  S  West  39 


Viocom  39 
Viatel  96 
Volkswagen  55, 
Volvo  54,55,76 

W 


Waddell  &  Reed 
Walgreen  94 
Walt  Disney  14, 
Warner  Brothers 
Wendy's  Internat 
William  Hill  58 
WordPerfect  50 
Wyott  53 

X 


i 


Xerox  34,62,7< 
Y 


Yankee  Group  9 

z 


Zacks  Investment 
Zenith  Electronic 


For  cable  channel  call  l-SOO-SMART-TV 
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l^estment  Figures  of  the  Wee 


TARY 

serable  week  on  the 
kyo  market,  but  U.  S. 
re  buoyant.  The  Dow 
strial  average  climbed 
lighs  on  Dec.  7  and  8, 
sed  at  3734.5.  It  was 
Deat  week  for  the  broad 
it  end  for  small  cops  as 
ow's  strength  on  Dec.  8 
'  due  to  a  rally  by  basic 
nd  metals  stocks.  And 
s  drive  may  well  contin- 
-call  ratio— a  contrarian 
ptions-morket  senti- 
rd  positive. 


STOCKS 

Dec.      June      Dec,     Dec.  2-8 


BONDS 

Dec.      June      Dec.     Dec.  2-8 


THE  DOLUR 

Dec.      June      Dec.     Dec.  1- 


466,29 
465  1500 


■  1635  100 


52-week  change  1 -week  change 

+  11.7%  +1.1% 


52-week  change 
+  2.1% 


1-week  change 
-1.0% 


kET  ANALYSIS 

:ks 

latest 

%  change 
Week  S2-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

i  INDUSTRIALS 

MPANIES  (S&P  MidCap  index) 
PANIES  (Russell  2000) 
1IES  (Russell  3000) 

3734,5 
175.3 
254.4 
268  7 

1,0 
0,8 
0.7 
09 

12,4 
1 1,8 
17.3 
8  2 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

3.14% 
6.17% 
2.75% 
22  8 

3.18% 
6.26% 
2.73% 
22  5 

3,31% 
7,44% 
2,84% 
24,1 

STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

necK 

3z-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
InsicJer  sentiment;  Vickers  sell/buy  ratio 

456.6 
51.1% 
0.41 
1.95 

455.9 
47.0% 
0.38 
1.93 

Positive 
Negative 
Positive 
Positive 

NANCIAL  TIMES  100) 
KEI  INDEX) 
SE  CONIPOSITE) 

3277.4 
16,508  0 
4307,7 

1.4 

-3  6 
2.1 

19.1 

-5.2 
31,1 

imYGROUPS                  V  ■ 

BRIDGE  INFORMATION  SYSTEMS  INC 

1 

EK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

1  )NTAINERS 

17.8 

-1  1.4 

STONE  CONTAINER 

45.5 

-36,0 

12 

1  )N  CONTROL 

16.7 

-26.5 

BROWNING-FERRIS  INDUSTRIES 

21.8 

4,3 

27  'A 

10.0 

6.8 

INCO 

15.6 

20  9 

26 

ii  MANUFACTURING 

9  8 

-27.5 

V.F, 

14.1 

-19,4 

45  5/8 

;R  SOFTWARE  AND  SERVICES 


■K  LAGGARDS 


9.8 


37.9 


ORACLE  SYSTEMS 


18.2 


215.8 


36  '/s 


%  change 
4-week  S2-week 


Weakest  stock  In  group 


%  change 
4-week  52-week 


Price 


QRATION  AND  PRODUCTION 
EQUIPMENT  AND  SERVICES 


I  COIL 


-12.5 


3.8 


ORYX  ENERGY 


-24.6 


-1 1.9 


17  5/8 


-7.1 


0.6 


HALLIBURTON 


-15.6 


-0.9 


29  Vs 


-6.9 


-28,9 


GENESCO 


-13,7 


-39  7 


5  '/2 


-6,0 


6,6 


LOUISIANA  LAND  &  EXPLORATION 


-13,6 


16.9 


38  % 


bOAS  DRILLING 


-5  9 


15.4 


ROWAN 


-8  2 


9.8 


LIUNDS 


MORNINGSTAR  INC 


LAGGARDS 


e 

>al  return 

% 

Four-week  total  return 

% 

I 

LATIN  AMERICA 

14.2 

EQUITY  STRATEGIES 

-13.9 

R 

LYNCH  LATIN  AMERICA  A 

11.7 

STATE  STREET  RESEARCH  GLOBAL  ENERGY  A 

-13.2 

D 

LATIN  AMERICA 

1  1.6 

FIDELITY  SELECT  ENERGY  SERVICE 

-9.3 

k 

1  return 

% 

52-week  total  return 

% 

N 

N  STRATEGIC  INVESTMENTS 

196  5 

PILGRIM  CORPORATE  UTILITIES 

-17.4 

!l' 

)AS  GOLD 

91.6 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

-14.9 

(, 

INTERNATIONAL  INVESTORS 

91.3 

INVESCO  STRATEGIC  HEALTH  SCIENCES 

-1 1.6 

■Hi  S&P  500 

4-week  total  return 


1 .  -  1  Average  fund 
52-week  total  return 


!1 


VE  PORTFOLIOS 


DRI/McGRAW-HILL 


0  jnts 

ie  present 

01  0,000 

«  e  year  ago 
h*  tfolio 

'fc  indicate 
'y    I  returns 


Foreign  stocks 
$13,472 

+4.50% 


Ti-easury  l)onds 
$12,497 

-H.84% 


Gold 
$11,237 

+  \.62% 


U.S. stocks 
$10,904 

+  1.08% 


III! 


Money  market  fund 
$10,215 
+0.04% 


Otj  page  are  as  of  market  close  Wednesday,  Dec,  8,  1  993,  unless  otherwise  indicoted,  Dec,  7,  Mutual  fund  returns  are  as  of  Dec,  3,  Relative  portfolios  are  valued  OS  of  Dec,  7,  A  more  detailed 
flri  include  S&P  500  companies  only;  performance  and  shore  prices  ore  as  of  morket  close        explanation  of  this  page  is  available  on  request. 
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itorials 


FAREWELL  TO 

THE  PYRAiWIP  CHART 

When  it  comes  to  new  ideas  for  managing  compa- 
nies, it's  not  always  easy  to  sort  out  the  one- 
day  wonders  and  fads  from  the  true  innovations. 
But  more  and  more,  the  notion  of  a  "horizontal  corpora- 
tion," where  workers  concentrate  on  satisfying  customers 
rather  than  bosses,  is  looking  like  the  real  thing  (page  76). 
Top  U.  S.  companies  such  as  General  Electric,  American 
Telephone  &  Telegi'aph,  and  DuPont  are  flattening  out  their 
hierarchies  and  getting  improvements  in  speed  and  produc- 
tivity that  cannot  be  matched  by  old  styles  of  management. 

To  be  sure,  companies  have  recognized  for  a  while  that 
they  need  to  become  nimbler  competitors  by  eliminating 
layers.  But  what  American  businesses  are  learning  is  that 
real  luirizontal  corporations  go  much  further  than  that.  Com- 
panies have  to  organize  workers  into  self-managing  teams,  al- 
tering management  and  employee  responsibilities— and  ev- 
erybody's compensation.  Senior  managers  must  relinquish 
control,  something  rare  in  the  absence  of  a  guillotine  or  a 
voting  booth.  And  lower-level  managers  must  take  more 
responsibility  for  wider  issues— anathema  to  the  organization 
man.  Nothing  less  than  a  corporate  cultural  revolution  is 
needed. 

The  conversion  will  be  agonizing.  Since  the  Industrial 
Revolution,  business  has  often  taken  the  army  as  its  model, 
a  system  that  relies  on  a  clear-cut  chain  of  command.  Infor- 
mation flowed  up  from  the  bottom,  and  orders  flowed  down 
from  the  top.  Generations  of  managers  could  point  to  pyra- 
mid-shaped organizational  charts  and  tell  you  exactly  where 
they  stood. 

Given  the  100  years  of  phenomenal  success  that  the  hier- 
archical corporate  model  has  had,  real  change  is  far  easier  to 
talk  about  than  to  implement.  The  vertical  coi-poration  is  a  di- 
nosaur—still breathing,  but  too  slow  to  thrive  in  the  fast- 
paced  age  of  global  competition  and  quicksilver  information. 
That  means  a  genuine  shift  to  the  horizontal  model  could 
have  a  huge  payoff— both  for  companies  and  the  whole  U.  S. 
economy. 


GATT:  A  STRONG  TONIC 
FOR  GROWTH  

If  American,  European,  and  Japanese  leaders  bring  to  a 
successful  close  the  seven-year  odyssey  to  negotiate  a 
new  General  Agreement  on  Tariffs  &  Trade,  the  global 
economy  will  get  a  much-needed  boost.  Economists  estimate 
that  a  new  gatt  agreement,  which  would  lower  world  tariff 
banners  by  30%  and  cut  back  on  a  variety  of  other  trade  im- 
pediments, could  add  more  than  4  million  jobs  in  the  in- 
dustrialized countries  over  the  next  10  years  (page  36). 

But  economic  calculations  vastly  understate  the  impor- 
tance of  GATT  for  future  growth  and  wealth.  For  underlving 
GATT  is  a  powerful,  simple  vision  far  more  ambitious  in  its 


reach  than  any  notions  about  American,  Japanese,  oi 
pean  capitalism.  A  world  of  free  trade  is  one  open  1 
ideas,  new  products,  new  technologies,  and  new  w 
organizing  everyday  Hfe.  Indeed,  as  nations  open  the 
ders,  the  rewards  of  fi'ee  trade  will  go  not  to  the  1 
countries  or  to  those  blessed  with  natural  resourc 
stead,  the  winners  will  be  nations  willing  to  ci'eal 
knowledge  and  to  learn  from  their  competitors,  a 
manufacturers  have  learned  from  Japan  and  Europe. 

What's  more,  fi'ee  trade  has  a  powerful  political  e: 
well.  The  fi-ee  flow  of  information  and  products  forces 
minded  bureaucracies  to  open  up,  makes  statist  g 
ments  loosen  their  gi'ip,  and  nm'tures  democracy  in  en 
countries  and  communist  nations. 

Of  course,  even  as  free  trade  adds  to  overall  grow 
prosperity,  it  means  painful  adjustments  for  workf 
companies  facing  new  foreign  competition.  But  the  alt« 
is  worse:  stagnation  for  many  and  fewer  links  among 
and  people.  Many  of  us  would  not  only  be  poorer,  t 
less  free.  That  is  why  GATT  is  truly  important. 


EUROPE  NEEDS 

A  LIVELY  PHONE  RIVALR1 

Em'ope's  anachronistic  state-owned  telephone  mo 
are  under  siege.  Rivals  are  using  new  techi 
and  exploiting  regulatory  loopholes  to  offer  lowe 
and  new  services  (page  96).  What's  more,  the  Ev 
Community  will  deregulate  all  aspects  of  telecomi 
tions  by  1998.  So  unlike  America's  Baby  Bells,  whicl 
their  monopolies  in  local  calling  areas,  European  op 
will  have  nowhere  to  hide. 

Good.  But  regulators  and  other  policymakers  si 
shy  away  from  the  most  critical  task  of  all:  allowi 
phone-company  competitors  to  build  their  own  inf 
tures.  Without  competing  networks  from  cable  telev 
independent  telephone  operators,  competition  is  ac 
since  monopoly  operators  can  hold  rivals  hostage  w: 
prices  for  leased  lines  and  other  tactics. 

Bolstering  competition  won't  be  easy.  While  som 
pean  telecom  operators  are  moving  smartly  into  the  r 
others  are  simply  circling  the  wagons.  On  Dec.  7, 
Telecom  and  Deutsche  Bundespost  Telekom  announa 
to  form  a  cross-border  alliance  that  could  effectivel} 
competition  within  their  territories.  The  advocates 
partnership  claim  that  their  venture  should  be  viewe 
ly  as  Europe's  entry  against  other  equally  formidabl 
in  the  global  market.  Perhaps  so,  but  regulators 
make  sure  that  consumers  and  corporations  don't  s 
the  process. 

The  goal  is  not  competition  for  its  own  sake.  Rat 
the  only  way  to  ensure  that  Europe  doesn't  end  u; 
slow  lane  of  the  Information  Superhighway.  That  m 
for  the  melding  of  telecommunications,  computing, 
formation,  will  be  critical  for  competitiveness  in  ' 
century— and  the  U.  S.  is  already  pulling  ahead.  Th 
turning  back  on  the  road  to  an  open  market.  Euroj 
response  now  would  be  to  go  full  steam  ahead. 
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Although  thi  McCoofy  brothers  and  thi  ir  sisthr 


HAVH  ALWAYS  BLHN  REMINDED  OF  THIUR  STRIKING  SIMILARITIES, 
IT  IS  THEIR  I)1EI  I:RENCES  THEY  HAVE  AL^^CA^•S  INSISTED  ON. 

It  is  no  wonder  then,  that  eagh  owns 

A  DIFFERENT  WaTERMAN  PEN.  FOR  \X  FlILI-  ST^  EE  IS  KEY, 
INDIVIDUALITY  IS  STILL  EVERYTHING. 


WATERMAN  mi 

There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


-""f.r.'rrv  aouiLE  issvE 
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J  magine  accelerating  productivity  and  holdi 


BFT    H  I  Dipital  Equipment  Corporation,  1993.  Ttie  DIGITAL  Logo  is  a  trademark  ot  Digital  Equipment  Corpotation. 


i 


I  ^      Alex  Mucci,  Manager, 
Engineering  Standards 
John  IVIcCaiden,  Program  Control 

Systems  Manager 
I  ■ .      Chrysler  Corporation 


redhotfMml 
of  Chrysler  and  Digital  did.  \ 

"Last  year;  Chrysler  came  roaring! 
back,  Speeding  up  our  productj 
development  cycle,  And  curbing! 
spending  by  millions.  We  have  6,000 
active  engineering  standards  that : 
used  to  take  up  over  80,000  pages. 
The  printing  costs  alone  were  erxxmous. , 
And  updating  them  was  expensive  i 
and  time-intensive.  Especially  since  we 
have  thousands  of  outside  suppliers  whio| 
need  access  to  Hhese  documents.  * 
Digital's  leadership  in  open  systems ! 

helped  us  put  it  all  on-line.  Digital  5 
orked  together  with  our  group  and  3 
many  of  our  suppliers  who  need  = 
access  to  these  documents  to  develop  1 
an  electronic  database  that  provides  \ 
instant  access  for  subscribers  inside  j 
and  outside  of  Chrysler  And  we  did  it ' 
using  standard  PCs,  off-the-shelf] 
software  and  systems  we  ■ 
already  had  in  place.  Digital ; 
has  helped  us  dramatically  cut  i 
the  time  it  takes  to  distribute 
engineering  standards  -  from . 
three  or  four  months  down  to  \ 
minutes.  And  we're  improving  I 
quality  all  the  time  by  giving  i 
,r,    '      suppliers  immediate  access  to  I 
J  ^  ,      the  latest  standards:  If  you  d: 

Control  ^ 

like  your  company  to  get 
\         cruising  like  Chrysler;  give  Digital ; 
a  call  at  1-800-DIGiTAL.  Together,  we  j 
can  help  you  gear  up  productivity,  i 
And  put  the  brakes  on  spending. ' 

PUniNG  IMAGINATION  TO  WORK 


line  on  costs. 


d  I  g  I  t  a  I 


To  you,  it's  a  video  game, 
'fo  the  hiearing-impaired.  It's  a  new  way  to 

learn  how  to  spealc. 

On  the  computer  screen  we  see  a  basketball 
player  shoot  the  ball  and  miss.  He  shoots  again  and 
sinks  it.  The  crowd  goes  crazy. 

This  may  sound  like  a  computer  game,  but  it's 
not.  It's  actually  an  entirely  new  way  for  hearing- 
impaired  children  to  teach  themselves  how  to  speak. 
It's  called  CISTA  (Computer  Integrated  Speech 
Training  Aid).  The  technology  is  based  on  designs 
from  Matsushita's  Central  Research  Labs  in  Osaka. 
The  system  is  being  developed  by  our  Speech 
Technology  Lab  in  Santa  Barbara,  California. 

By  speaking  into  sensors  that  measure  the  critical 
elements  of  speech,  the  child's  speech  pattern  is 
instantly  analyzed.  The  way  the  word  is  spoken 
determines  where  the  basketball  goes.  If  the  word  is 
spoken  properly,  the  ball  goes  in  the  basket;  if  it's 
said  with  too  much  or  too  little  force,  the  ball  will 
miss.  There  are  different  games  to  help  teach  all 
different  aspects  of  speech. 

Currently  CISTA  is  being  tested  by  the  Lexington 
School  for  the  Deaf  in  New  York,  the  Mayfield 
School  District  in  Cleveland  and  by  111  schools  for 
the  hearing-impaired  in  Japan.  The  preliminary 
results  have  been  exciting. 

While  CISTA  is  cun'cntly  in  the  test  phase,  we 
believe  it  has  the  potential  to  help  thousands  of 
hearing-impaired  children.  To  Matsushita  that's 
what  advanced  technology  is  all  about. 


Matsushita  Electric 

Panasonic  Technics  auasar 
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TALK  SHOW 

This  is  a  great  and  beautiful  victory  for  French  culture. 
—  Alain  Carisnon,  France's  Communications  Minister,  after  Wash 
in^ton  withdrew  demands  that  the  French  open  markets  for  U.  S 
films,  television  shows,  and  other  commercialized  contamination 
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COLD  SHOULDERS 

NO,  ROY,  HE  DOESN'T 
WANT  TO  DO  LUNCH 


FRIEND  OF  BILL— NOT:  I  (/</(  /</ 


The  White  House  had  Roy 
Vagelos  booted  off  a 
health-care  discussion  panel 
on  Dec.  13,  Bill  Clinton's  lat- 
est rebuff  to  the  Merck  chief 
executive.  The  (\v\x^  industry 


CAR  TALK 


MOTOR  TREND  CAH 
PICK  'EM... RIGHT? 


You  can  expect  Ford  Mus- 
tang ads  to  trumpet  the 
car's  recent  winning  of  Motor 
TreruVs  1994  Car  of  the  Year 
award.  But  how  great  an  hon- 
or is  it?  A  glance  at  past  win- 
ners .shows  that  they  have  in- 
cluded both  peaches  and 
lemons.  Sure,  the  well-re- 
garded Mustang  joins  such 
automotive  standouts  as  the 
'92  Cadillac  Seville  STs,  the 
'8(5  Forfl  Taurus  LX,  and  the 
'84  Chevrolet  Corvette.  And 
while  the  '81  Chrysler-  K-cars 
were  not  exactly  styling 
trendsetters,  their  engineer- 
ing and  marketing  significance 
make  them  worthy  winners. 

But  the  '91  Chevrolet  Ca- 
price Classic  LTZ?  While  the 
award-winning  police-car  ver- 
sion sold  respectably,  the  civil- 
ian model,  whose  styling  was 
often  compared  to  an  ui)side- 
down  bathtub  on  wheels, 
liombed  in  the  marketplace. 
Other  honorees  that  were 
sales  or  styling  duds— or  both: 
Ihe   '76   Plymouth  Volare, 


is  one  of  the  President's  whip- 
ping boys  on  health-care  re- 
foi'm,  and  Vagelos  criticizes 
Clinton's  planned  drug-pricing 
restraints— so  the  Merck  hon- 
cho  is  persona  non  grata  to 
the  Clintonites.  Vagelos,  an 
ardent  1992  Clinton  supporter, 
tried  to  discuss  the  health  is- 
sue with  the  President  earlier 
this  year,  but  Clinton  wouldn't 
return  his  calls. 

Vagelos  was  supposed  to 
share  the  dais  with  Clinton 
during  a  flaylong  entitlements 
symposium  outside  Philadel- 
phia, partly  funded  by  $25,000 
from  Merck.  Then,  the  White 
House  had  the  event's  non- 
profit sponsor  eject  him  and 
two  smaller  companies'  execs, 
saying  that  corporate  dona- 
tions made  their  participation 
look  improper.  Vagelos  and 
the  White  House  declined  to 
comment.         Joseph  Weber 


EXECUTIVE  PERKS 

LiniE  SINKHOLE  ON  THE  PRAIRIE 


When  American  Express 
moved  Harvey  Golub 
from  Minneapolis  to  its  New 
York  headquarters  in  mid- 
1991,  it  bought  his  $6.9  mil- 
lion mansion,  making  him 
whole.  Harvey's  house,  in  .sub- 
urban Edina,  then  languished 
unsold. 

Well,  AmEx,  which  pays 
now-Chairman  Golub  $8  mil- 
lion a  year,  has  finally  landed 


PEACH  ON  WHEELS?  The  'ill,  Musln 


Chevy's  71  Vega  and  '80  Cita- 
tion, and  the  '83  American 
Motors  Renault  Alliance. 
This  year.  Motor  Trend  re- 


vamped its  award  cri- 
teria to  deemphasize 
the  extra  points  that 
special  rewed-up  ver- 
sions of  cars,  such  as 
the  police-special  Ca- 
price LTZ,  could  score 
in  the  magazine's  per- 
formance tests.  But 
the  mag's  national 
editor,  Daniel  Ross,  admits: 
"It's  impossible  to  rate  suc- 
cess in  the  sales  derby  in 
advance."      James  B.  TYeece 


a  buyer.  Accord- 
ing to  the  Minne- 
apolis  Star  and 
Tribune,  a  local  heart  surg 
recently  snatched  up  this 
ace  for  a  bargain  $2  millioi 
figiu'e  AmEx  confirms.  Am 
loss,  including  its  $1.3  mil 
in  taxes  and  other  costs, 
tals  a  cool  $6.2  million.  S 
an  AmEx  spokeswoman: 
got  the  same  benefits  |as] 
other  senior  executive." 

Golub,  who  had  hea( 
Minneapolis-based  IDS  Fir 
cial  Services,  an  AmEx  s| 
sidiary,  built  the  15, (B 
sciuare-foot  place  but  neii 
lived  in  it  before  his  trans* 
It  comes  with  a  four-car  j!f 
age  including  its  own  % 
wash,  a  TV  that  rises  out  lifll 
kitchen  counter,  and  a  cia 
puterized  bathtub  that  artJ 
matically  fills  and  maintiiu 
its  temperature  till  yoif't 
ready.      Leah  Nathans  Sj|W 
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fRANCi  AND  JAPAN  SAY  they  have 

granted  major  concessions  to  reach  a  new 
global  trading  agreement.  Thanks  to  these 
breakthroughs,  the  long-stalled  Gen- 
eral Agreement  on  Tariffs  &  Trade  is 
poised  to  become  a  reality.  France 


IN  REALITY,  these  concessions 
are  pretty  paltry.  The  accord  calls 
for  a  snip  in  subsidies  on  21%  of 
France's  agricultural  output  over  six 
years,  with  most  of  the  cut  delayed  until  the  fi- 
nal year.  France  could  continue  existing  subsi- 
dies on  79%  of  farm  production  after  the  year 
2000.  As  for  Japan,  it  will  import  a  mere  4%  of 


has  O.  K.'d  eliminating  subsidies  for  its  forme 
who  complain  that  their  way  of  life  would 
endangered  as  a  result  And  Japan  has  agrei 
to  cease  protecting  its  equally  soci 
sonct  agricultural  sector  by  drc 
ping  barriers  to  rice  imports. 


its  10  million  metric  tons  of  rice  cc 
sumption  in  1995,  increasing  th 
amount  to  8%  over  six  years.  Tl 
pact  allows  replacement  of  outrig 
import  bans  with  tariffs  that  con  be  just  as  rid 
in  practice.  So  in  2000,  Japanese  tariffs  v 
take  effect  if  Japan's  trading  partners  makef^ 
admit  even  more  imports.  Douglas  Harbrec 
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When  people  have  time  on  Iheir  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals,  taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work. ..and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 


the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 


UltraLite  Versa^'^ 


For  more  mjorrr^ation,  call  us  at  1-800-338-9549. 


Ilebrating  30  years  in  America. 


NEC 


UEUSIlQ 


THE  MONEY  GAME 

IT  AINT  EXAaiY 
UMCUSCROOCC,  BUI,.. 


L!: 


FED  COMIC:  .4  hippcr  sti/lc^ 


Yol  Who  says  the  stodgy 
Federal  Reserve  Bank  of 
New  York  can't  be  hip?  It's 
updating  its  series  of  educa- 
tional comic  books  designed 
to  teach  kids  about  economics 
and  finance.   The  Stort/  of 


Banks,  revised  this  fall,  ex- 
plains banking  through  the 
story  of  three  teens  who  stail 
a  pretzelmaking  business.  One 
of  the  Ijoys  sports  a  tiu'iied- 
around  baseball  cap,  the  girl 
wears  black  leggings,  and  the 
banker  is  an  African-Ameri- 
can. The  dialogue  uses  bad 
puns  ("chills  from  too  many 
overdrafts"  kill  a  bank)  rather 
than  in-your-face,  1990s  hu- 
mor. But  compare  the  new 
version  with  the  1979  book, 
where  the  star  is  a  balding, 
white-male  banker  and  the 
only  minority  is  a  black  teller. 

The  New  York  Fed  has 
produced  the  series  since 
1958,  giving  away  to  schools 
upwards  of  500,000  comic 
l)ooks  a  year.  Books  on  trade 
and  other  topics  also  are  be- 
ing updated.  While  aimed  at 
kids,  the  comics  lure  others. 
Some  members  of  Congress 
requested  the  one  on  trade 
during  the  debate  over  the 
North  American  Free  Ti-ade 
Agreement.     Oin-n  UUmann 


RUST-BELT  BEAT 


A  LimE  SCRAPPING  AMONG  THE  STEELMAKERS 


Attention,  conspiracy  buffs! 
Some  steel  minimills  are 
looking  for  dark  reasons  why 
the  low-cost  scrap  they  feed 
their  furnaces  isn't  so  cheap 
anymore.  For  a  while  now, 
lower  production  costs  have 
let  the  minis  knock  steel's  l:)ig 
boys  around.  But  over  the 
past  year,  scrap  has  soared 


HOT  STUFF 


/<(/)  IS  up 


40%  in  price,  to  a  historic 
high  of  $132  a  ton,  erasing 
the  minis'  edge. 

Some  minimill  types  are 
calling  this  a  plot  by  its  big 
rivals,  which  usually  smelt 
steel  from  ore.  Lately,  though, 
the  big  guys  are  buying  moi'e 
scrap,  despite  the  higher  cost. 
Their  purchases  are  up  11.2% 


over  the  past  year,  according 
to  Kidder  Peabody.  Grouses 
Keith  Busse,  a  former  plant 
manager  at  minimill  Nucor 
who  is  now  starting  his  own 
outfit:  "These  guys  are  out 
there  wantonly  and  indiscrim- 
inately bidding  the  market 
up." 

The  major  producers  deny 
any  nefarious  intent. 
Rising  demand  for 
steel  has  forced  them 
to  turn  to  scrap,  they 
say.  LTV  Chairman 
David  Hoag  says 
higher  scrap  prices 
are  "also  a  significant 
cost  increa.se  for  us." 
But,  .says  an  Inland 
Steel  vice-president, 
"maybe  we're  get- 
ting smart." 


Partly  as  a  I'esult,  thei-e 
has  been  a  role  reversal: 
The  large  companies  pro- 
ject black  ink  for  the  fii'st 
!  ime  in  three  years.  And 
tti''  minis  are  on  the  down- 
swing. Oregon  Steel  Mills, 
for  instance,  has  repoited  a 
disappointing  ijreakeven  third 
quarter.  Stephen  Baker 


DRAWN  AND  QUARTERED 


^  iM.DReAM.iiss6  of  A'WHiXe 
lAOl^-GoV  T.  SANCTjoNeD  UMSPeCiFieD 

Ce^'BP^eD  Holiday..,., 


NAME  GAMES 


OH,  YOU  MEAN 
THAT  TCI  IN  DENVER 


What's  in  a  name?  A  lot 
of  aggravation,  if  it's 
TCI.  Being  mistaken  for  Den- 
ver-based cable  colossus  Tele- 
Communications  Inc.  has 
l)lagued  Ti-ansaction  Commu- 

V  i 


nications  Inc.  in  Herndon,  Va. 
The  much  smaller  TCT  i)ro- 
vides  the  electronic  link  that 
merchants  and  banks  use  to 
0.  K.  credit-card  purchases. 


The  cable  giant  has 
sparked  controversy  in 
telecom  world.  That  goes 
l)le  .since  its  proposed  me 
with  Bell  Atlantic. 

A  typical  hassle  for  cr 
checker  TCI:  A  Baby  I 
cui't  denial  of  its  plea  foi 
pedited  service.  Says 
.Jack  McDonnell,  the 
Bell  asked:  "Why  shouh 
help  you?  You're  the  ene 
Finally,  McDonnell  had  en 
and  changed  his  compj 
name  to  Ti'ansaction  Net 
Services  Inc. 

There's  yet  another 
Dallas-based  Ti-anscontin 
Realty  Investors,  whose  s 
ticker  symbol  is  TCI.  Bu 
Dallas  company  isn't  plai 
to  change  its  name.  Its 
spiked  up  right  after  ne\ 
the  Bell  Atlantic  merger 


THE  BIG  PICTURE 

THEY  SEE  THINGS  A  LITTLE  DIFFERENTLY^ 

They  may  share  our  language,  but  little  else.  When  U  S,  and  British  cc 
sumers  rated  brand  names  of  American  companies,  some  all-America 
names  fared  better  in  Britannia  than  at  home.  Why?  Ford  Europe  is  hei 
quartered  in  Britain.  And  Brits  mistake  long-time  presence  hleinz  for  a 
British-owned  company.  Upscale  financial-services  outfit  American 
Express  (despite  its  name)  fared  almost  the  same  in  each  country. 
APPROVAL  RATING    ■  U.S.  ■  BRITAIN 


■ral  flood-fiamage  estimate  for  Iowa  infrastructure:  Last  summer:  $400  million  to  $700  million.  Today:  $61  millio 
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Introducing  a  new 

Mercedes  that's 
roomy,  fuel  efficient. 
luxurious,  and  safe. 

And  when  you 
see  the  price,  you'll 
want  to  sit  down. 


Introducing  a 
whole  new  class 

of  cars  from 
Mercedes-Benz. 

Upon  hearing  the  price  of  the  new 
Mercedes  C-Class,  you  may  feel  a  press- 
ing need  to  sit  down  immediately 

And  what  better  place  to  sit  than  the 
orthopedically  designed  front  seats  of 
the  new  C-Ciass.  Engineerefl  to  with- 
stand over  a  million  sittings,  they're  as 
supportive  as  they  are  comfortable. 


For  example,  while  the  exterior  of 
the  C-Class  is  engineered  to  cheat 
the  wind, 
the  interior 
was  designed  with 
I'nough  headroom 


Men  rilrs-lti'iiz  has  iinr  nf  ihr  must  siiphtstK (ltp(t  (rush-data  nuintttinn^  systems  in  thr  n-ortil  tor  five  6'2"  adults. 
//;('  f  f        hns  sniiir  til  Ihr  niiisl  ailvniKf'fl  safflv  systems  wf'vr  fvcr  (ti'Vi'lnfu'il 


engine  deliver  torque  when  \a 

iven  the  brake  pedal  is 


It  most: 


Then  there's  the  rest  of  the  car. 
Starting  at  ,$29,900,*  the  new  C-Class 
is  an  incredible  new  car  at  an  equally 
incredible  price. 


(For  anyone  taller  there's  always  the 
standard  sunroof.) 

The  C  220's  16-valve  4-cylinder  en- 
gine, and  the  C  280's  24-valve  6-cylinder 


' MSHI'  for  II  C 220  excludes  $'i/5  trah  imrtiiUoti  /  hnrge,  all  taxes.  title/diK  umentriry  fees,  registrattnti,  tags,  dealer  [trefi  i  harges 
$14.W()  Air  hags  are  supplemental  n  strain  is  I'lease  always  wear  ynur  seat  belt  ")1993  Men  edes  Hetiz  of  North  America,  Inc., 


designed  to  swing 
away  from  the  front  foot 
well,  helping  protect  the 
driver's  feet  in  certain  and 
sercrf  frontal  accidents. 


An  advanced  computer 
automatically  coordinates 
functions  like  air/ fuel  mixt 
valve  timing,  improving  perft 
economy,  and  reducing  en 
Mercedes-Benz 
includes 

)im  It  lout  ii  unique  S-pon 
real-world         suspension, n  the  new y 
[mil  a  (in  (he  racetracks  'i 

insurance,  uplumnl  equipment,  rertificati 
Mantvale,  N.I.,  Membernf  the  Daimler  Ben. 


Here. 


I  nvestigation  in  their  safety 
ig.  The  result  is  a  car  that 


('■-(  /<ns  mi.^  flt-^ii[iif)l  wilh  enough  hmiiruum  fur 
or  anyone  taller  there's  the  standard  sunroof  i 

its  worth  in  the  split  second 
need  it  most. 

incy  Tensioning  Retractors 
nt  seat  belts,  front  and  rear 
iiones,  dual  air  bags,  rein- 


forced chassis,  a  new  integrated  side- 
impact  safety  system  and  other  innov- 
ative safety  features  are  all  standard. 

The  front  spoiler  on  the  new  C-Class 
is  more  than  a  mere  styling  element. 
Designed  to  reduce  lift,  it  helps  make 
the  car  more  stable.  .Special  air  chan- 
nels on  either  side  cool  the  front  brakes 
and  other  vital  com[)onents. 

Like  any  sophisticated  piece  of  ma- 
chinery back-up  systems  are  built-in. 


If  a  spark  plug  malfunctions,  the  engine 
shuts  off  fuel  to  that  cylinder.  If  key 
electronics  fail,  the  car  will  still  run.  If 
your  battery  dies  in  adverse  conditions, 
the  sunroof  can  be  closed  manually. 

So  when  you're  driving  down  the 
highway,  all  you  feel  is  the  |)erfectly 
balanced  suspension.  All  you  hear  is 
the  8-speaker  sound  system.  And  all 
have  to  think  about 

\rn  lar  sra/  (an  /traiitle  lamforl 

ntinate  yiui  ^It  down. 
Mrrifite^  Hen~  scafs  an-  designed 
wall  rlir  kind  nf  Mip/torl  lltiil 
mttkrs  thrill  eniiilurfahlr  fur  huiir^. 

is  the  road 
ahead,  and 


how  much  you're  going  to  hate  getting 
out  of  this  seat. 

For  more  information  on  the  new 
Mercedes  C-Class,  call  1-800-964-6153. 


TheNewC-Class 
Starting  at  $29.900' 


ice  fees,  and  finance  ctiarges-  Prices  may  vary  by  riealer  C220  shown  at  MSKI'  nf  S3I>,793.  fncludes  metallic  paint  and  rear  head  restraints.  Base  MSHI'  for  a  C280  is 
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EDITOR'S  MEMOl 


OUR  TWO  LEADING  INDICATORS 


A.trood  economic-forecast  issue  re- 
(juires  judgment,  experience,  and 
luck.  Business  Outlook  Editors  James 
C.  Cooper  and  Kathleen  Madigan  dis- 
played all  three  last  year  in  our  annu- 
al issue  on  Where  to  Invest.  Their 
projections  for  1993  were  so  good  that 
they  ranked  second  in  BUSINESS 
week's  annual  survey  of  50  econo- 
mists. The  survey  has  been  a  regular 
feature  for  decades  in  our  Special  Is- 
sue on  Where  to  Invest.  But  last  year 
was  the  first  that  economists  Cooper 
and  Madigan  jumped  into  the  fray. 
And  this  year  is  the  first  time  that 
BlJSC>JESS  WEEK  has  numerically  ranked 
the  results,  similar  to  the  way  team 
performance  is  measured  in  rotisserie 
l)asel)all  leagues.  Foi'  each  of  the  nine 
items  forecast,  the  person  closest  to 
the  actual  result  received  a  1;  the  sec- 
ond closest,  a  2;  and  so  forth.  The 
nine  I'ankings  were  added  up,  the  low- 
er the  total  the  better. 

A  look  at  last  year's  Economic  Out- 
look (Dec.  28,  1992)  will  highlight 
Cooper's  and  Madigan's  prescience. 
Like  the  No.  1  forecaster,  Rosanne  M. 
Cahn  of  CS  First  Boston  Corp.,  the 
BUSINESS  WEEK  duo  projected  a  fir.st- 
half  slowdown  that  would  give  way  to 
a  better  second  half,  although  they 
did  underestimate  the  degi'ee  of  the 
early-year  weakness.  They  correctly 
said  Federal  Reserve  policy  would  re- 
main on  hold  throughout  1993.  Why? 
Because  the  economy  was  strong 
enough  to  do  without  further  cuts  in 
short-term  interest  rates  and  because 
inflation  was  so  tame  that  rate  hikes 
would  not  be  needed. 

Cooper  and  Madigan  also  argued 
that  a  credible  deficit-reduction  plan 
would  lead  to  lower  long-term  rates. 
They  were  correctly  bullish  on  corpo- 
rate profits  despite  the  weak  pricing 
climate,  and  they  were  one  of  the  first 
to  spot  a  new  problem:  the  economy's 
widening  trade  deficit. 

The  investment  forecasts  in  the  1993 


MADIGAN  AND  COOPER:  ON 
THE  MONEY  WITH  CORPORAT 
PROFIT  PROJECTIONS  FOR  '9: 


version  of  the  Where  to  Invest  i, 
were  also  on  target.  Our  writers 
vised  investors  to  stick  with  stoi 
especially  small  company  issues, 
also  favored  Asian  stocks  and  w 
bullish  on  municipal  bonds  and 
estate  investment  trusts.  We  un( 
estimated,  however,  the  strengtl 
the  bond  rally  and  were  a  little 
bearish  on  gold. 

To  check  out  this  year's  ass 
ments,  see  page  68.  But  here's  a 
of  what  to  expect:  For  1994,  Coi 
and  Madigan  expect  economic  gro 
to  pick  up  to  a  moderate,  but  heal 
3.2%  pace,  with  inflation  essenti 
unchanged  from  1993. 


Editor-in-c 


/-Hill,  In. 
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Expand 
your 
investment 

korii^ons. 


Cumulative  total  returns  from 

May  31, 1991,  to  September  30, 1993* 


TWENTIETH  Century 
International  Equity 

Benefit  from  worldwide  opportunities  with  the  Twentieth 
Century  International  Equity  fund.  This  fund  has  earned 
strong  returns  so  far  by  trying  to  stay  fully  invested  in  companies 
around  the  world  that  are  gi"owing  at  accelerating  rates.  The 

figures  in  the  box  compare 
the  fund's  return  since 
its  first  month  of  operation 
to  the  performance  of  the 
EAFE'-'  Index,  an  index  of 
unmanaged  international  stocks.  Call  or  write  for  your  free 
information  kit  about  this  no-load  international  stock  fund. 
The  kit  contains  a  prospectus  with  more  complete  information, 
including  charges  and  expenses.  Please  read  the 
prospectus  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


Twentieth  Century 
International  Equity . 

EAFE  Index  


36.53% 
1  8.06% 


©  1993  Twentieth  Century  Services,  Inc 
BSW/WPKT/WIKT 


Investments  That  Work" 


OPEN  YOUR  IRA  TO  THE  WORLD! 


*  17.59°''°  and  14. 81°''° are  Twentieth  Century  International  Equity's  1 -year  and  since  inception  (5/9/91)  aver- 
age annual  total  returns  as  of  September  30, 1993,  ■  Data  quoted  represents  past  performance.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  •  The  Morgan  Stanley 
Europe,  Australia,  Far  East  (EAFE  )  Index  is  a  widely  followed  group  of  stocks  from  20  different  countries, 
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Its  Attitude  Was  So, 


i  1     No  matter  what  I  wanted  to  do,  it  could  adapt.  It  was  flexible  so  I  wouldn't  ha. 


1991  CCmpaq  (  ompiili  r  Corporalifji*  All  RigtilN  R.  scrv.d  t  nnipjq  Rt  gtstcri  tt  U-S.  Palriu  and  IVaiii 


nything.  So  I  could,  too.  For  details  on  the  Compaq  Cone 


-345-1S18. 


COMPAa 


q  Computer  Ci>rporatu>n.  Actual  aird  length  16'.'  Tht  Intel  Inside  logo  l^  a  u  ademark  nl  trie  Intel  Corporal" in 


How  To  Raise  Your  Income 
And  Lower  Your  Taxes 


Free  Tax 
Information 


■Cutting 
From  Benham 


The  Benham  Group  manages  more  than  $2  biUion  in  tax-free 
mutual  Rinds  that  can  help  you  keep  more  of 
what  you  earn.  All  Benham  funds  are 
100%  no-load  with  no 
sales  commissions  or  12b-l 
fees,  so  all  of  your  investment 
works  for  i/o(/. 

Call  Today. 

We  will  send  you  a  prospectus 
describing  Benham  tax-free  and 
municipal  bond  funds.  You'll  also 
receive  TAX  ALERT  -  a  free  publication 
that  describes  strategies  to  cut  your 
federal  taxes  and  increase  your  invest- 
ment returns. 

Call  1-800-472-3389,  Dept.  819 

□  The  Benham  Group® 

The  prospLXtiis  includes  more  complete  iiiformntion  on  manngemeut  fees  nud  expenses.  Please 
rend  it  cnrefiilh/  before  yon  invest.  Benham  Distributors,  Inc.,  1665  Charleston  Road, 
Mountain  View.  CA  94043 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
fmd  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOU  COULD  LEARN  A  L0T  FROM  A  DUMMY. 
BUCKLf  YOUR  SAFETY  BELT. 

For  more  information,  call  ttie  Airbag  S  ChiM  Safety  Hotline:  800-424-9393 
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7*t5|  ^  ^^'^  Service  ot 
ThisPuWicalion 


of  substantially  enhancing  their  yi 
only  to  cry  wolf  when  that  increnit  t 
risk  (for  which  they  are  compensaji 
comes  back  to  haunt  them. 

Bruce  E.  Wt  ^ 
Oakland,  < 

CLINTON  WON  NAFTA,  BUT  HE 
HAD  BEnER  LISTEN  TO  lABOR 

In  your  commentary  "The  unions 
pro-NAFTA  Democrats:  Get  ovci 
(Top  of  the  News,  Dec.  6),  I  was  (pi 
in  support  of  the  position  that  "u 
leaders  must  abandon  efforts  to  st(i|  i 
mutable  economic  forces."  In  fact, 
not  agree  that  labor's  position  a^: 
NAFTA  was  either  inappropriate  >< 
attempt  to  preserve  the  past.  It  i- 
responsibility  of  unions  to  do  ever>  i 
within  their  power  to  protect  the  y>\ 
members,  whether  they  are  threat  i 
by  capital  flight  to  Mexico  or  othci 
nomic  factors. 

Although  the  labor  movement  w;i 
the  losing  side  of  the  NAFTA  vote,  b 
ident  Clinton  surely  is  aware  that  H<i 
the  Representatives  from  his  own  , 
voted  against  him.  If  NAFTA  was  iii- 
a  "battle  for  the  heart  and  soul  oi 
Democratic  Party,"  it  appears  tha 
bor  was  the  victor.  More  Democrats 
ed  against  President  Clinton  on  > 
than  voted  against  George  Bush 
NAFTA  negotiations  were  put  on  a  a 
track  in  1991. 

If  President  Clinton  hopes  to  i  - 
the  confidence  of  unionized  workei 
their  elected  leaders,  he  must  takt 
initiative  by  responding  to  their  Ici 
tive  priorities— including  a  ban  on  [n  • 
nent  replacement  of  strikers,  refoi 
the  Occupational  Safety  &  Healtl 
ministration,  and  strong  protect  i. 
the  right  of  workers  to  organize  uir 
Richard  W.  1- 
Director  of  Labor  Sti 
Cornell  Unive 
Ithaca, 

MORE  BUZZINGS  ON 

THE  BLACK  BUSINESS  NETWORK 


In  the  article  "Inside  the  black 
ness  network"  (People,  Nov.  29) 
drew  Brimmer  states  that  he  doei 
see  why  black  business  should  havt 
more  responsibility  than  anyone  el: 
improve  life  for  blacks.  I  am  both 
dened  and  amazed  by  such  an  arrc 
and  selfish  statement.  The  predicai 
of  many  historical  African  Amei 
communities  today  is  shameful.  Cor 
nities  that  once  produced  entrepren 
doctors,  teachers,  and  loving  fan 
now  produce  bitter,  misdirected  y( 
who  are  creating  duplicates  of  t 
selves  every  day.  Many  black  pr 


lals  began  their  abandonment  of  theii- 
orical  communities  30-plus  years  ago 
continue  to  do  so  today.  Historically, 
youth  had  people  like  Brimmer  to 
c  to  for  guidance  and  direction.  The 
■k  communities  that  nurtured  our  fin- 
business,  political,  and  social  lead- 
are  crying  out  for  direction,  guid- 
e,  and  love  from  their  extended 
ily.  If  we  as  Afi-ican  American  pro- 
ionals  do  not  answer  the  call,  the 
;h  and  despair  we  see  in  our  commu- 
is  today  will  continue  unending. 

Nique  Fajors 
Harvard  Business  School 
MBA  Class  of  1993 
Cincinnati 

was  with  great  pleasure  that  I  read 
)ur  positive  and  enlightening  article. 
1  young,  professional  African  Amer- 
,  such  an  article  serves  as  an  elixir, 
hing  the  pain  I  feel  every  day  read- 

,  about  and  viewing  episode  after  epi- 
!  of  African  American  men,  who  look 
very  dissimilar  to  me,  committing 

I  les,  abandoning  their  offspring,  and 
eating  from  the  challenges  and  op- 
unities  that  life  offers. 

I  onically,  the  population  of  individuals 
would  stand  to  benefit  the  most 
1  reading  about  the  success  stories 
nicled  in  your  article  will  never  read 
lie  population  I  speak  of  are  the  in- 
city,  at-risk  youths  who  lack  expo- 
to  positive  role  models.  I  will  show 
article  to  the  sixth-through-ninth- 
le  students  involved  in  Project 
;hback,  the  nonprofit,  role-model  pro- 
(1  I  coordinate  in  the  Philadelphia 
ic  school  system. 

Gregory  Davis 
Philadelphia 

as  honored  to  be  included  in  your  ar- 
te. I  found  it  to  be  a  refreshing  spin 
usiness  strategies  that  black  entre- 
leurs  take  for  granted.  However, 
i  are  two  factual  en-ors  that  I  would 
to  correct. 

rst,  Jerry  Wexler  was  not  an  Afri- 
^merican.  He  was  one  of  my  closest 
;ds  and  a  sincere  supporter  of  the 
can  American  diaspora.  Although 
rigmentation  was  not  black,  he  had 
nited  "soul." 

icond,  Jerry  passed  away  in  Octo- 
:  1992.  Given  his  outstanding  career, 
archives  should  reflect  this  impor- 
fact  concerning  one  of  America's 
test  dealniakers. 

Peter  C.  B.  Bynoe 
Chairman 
Telemat  Ltd. 
Chicago 

■>  to  the  Editor  should  be  sent  to  Readers  Report, 
ss  Week,  1221  Avenue  of  the  Americas,  New 
N.  Y,  10020,  Fax  (212)  312-4721.  All  letters 
iclude  on  address  and  daytime  and  evening  tele- 
numbers.  We  reserve  the  right  to  edit  letters  for 
'and  space. 


A  Top  Performing 
Growth  Fund 


Average  Annual 
Returns' 
as  of  9/30/93 


% 


33.08 


26.55° 

5  Year 

17.99" 


Fidelity  Contrafiind  seeks  vdue 
in  stocks  tliat  may  be  overlooked  by  other 
investors  -  in  compimies  tliat  may  be  poised 
for  unusual  growth  due  to  a  new  product, 
a  change  in  miuiagement,  or  other  develop- 
ments. And  the  fund's  success  speaks  for  itself. 
It  s  in  the  top  3%  of  all  growth  fimds  for  the 
five  year  period  ended  9/30/93.' 

sum  with  just  $2,500,  or  $500  for  IRAs. 
And,  it's  easy  to  transfer  your  IRA  to  Fidelity. 

1-800-544-3898 


Fideiity 


Investments® 


2r 

'Atcording  to  Upper  Analytical  Services,  Inc.,  the  liuid  ranked  #.S  oiil  of  1  Id,  #6  out  of  20'),  and      out  of 
i;ro\vth  fuiid.s  for  the,IO-,  S-,  and  1-year  periods  endeii  ')/30A).V  Ketiinis  are  liistoricid  and  inckide  change  in  siiare 
price  and  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  .V^i  sales  charge.  Past  performance  is 
no  guarantee  of  future  restilts.  Share  price  and  retiini  will  van,  and  yon  may  have  a  gain  or  loss  when  you  sell  voiir 
shares.  Kor  more  complete  infoniiation  including  charges  and  expenses  and  the  fnnd's  yx,  sales  charge,  call  f(}r 
a  free  pros|)ectus.  Read  it  carehilly  hefore  you  invest  or  send  money  Fidelitv  Distnhulors  (;oq)oration. 


Make  Reen^neering  the  Corporation  Wo  A— 
VMiReen§ineerii^Your  Business 


REENGINEERING 
YOUR  BUSINESS 
Daniel  C.  Morris  and 
Joel  S.  Brandon 

247 pages,  0-07-043178-7,  $24.95 

Here's  the  long-awaited  blueprint 
for  implementing  ttie  tiottest  organi- 
zational concept  of  the  90s.  It  shows 
you  how  to  cut  to  the  chase  and  start 
applying  reengineering  today  with 
innovative  modeling,  simulation, 
and  management  techniques  that 
help  you  analyze  current  operations, 
design  new  organizational  structures, 
and  reduce  costs,  enhance  quality, 
save  time,  improve  efficiency,  ensure 
customer  satisfaction,  and  boost 
morale — without  disrupting  day-to- 
day operations. 

It's  time  to  put  reengineering  to  work. 
Start  now  with  Reeningeering  Your 
Business. 


[iiELi,:iiiy^j()ELS.BPiii 


l!i;i(lNHl,U[l[  Hill  SiKlTHEl!  WIIHK  FlllW 

HcsTiiorTiiiii;  s(i  JOBS  MM  mim 

fiFMTALIZF.-RIH  (INhiilNi;  CillPHTITIVFNF.SS 


Available  at  your  local  bookstore 
or  call  toll-free  1-800-822-8158 


03LF001 


BUSINESS  McGRAW-HILL,  INC. 
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IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATIO 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  gen 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  AIG  Companies  i 
underwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown  ( 


i 


iiess  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
ijitive  talents  to  a  degree  most  others  have  not.  It's  part  of  why  AIG  is  a  global  organization  known  for  its  innovative 
iurance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 

WORLD  LEAOERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 
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CRUSADE:  THE  UNTOLD  STORY  OF  THE  PERSIAN  GULF  WAR 

By  Rick  Atkinson 

Houghton  Mifflin  •  575pp  •  $24.95 

SMART  BOMBS  SCUDS  AND 

MWlMlml  DwlWllPi#/  i9%Vlri9/  MNIr 

WAY-TOO-COOL  IMAGES 

Yet  Crusade  is  no  anti-military  screj 
The  gulf  war  was  a  rousing  success  j 
the  American  military,  finally  liberat;j| 
it  from  the  aura  of  defeat  left  over  h-^ 
Vietnam.  The  victory  is  compellingly  * 
counted  here,  from  the  first  stealt? 
heart-pounding  Apache  helicopter  ral| 
on  Iraqi  radar  installations  in  Januall 
1991,  to  the  battlefield  rout  of  the  Ijj 
publican  Guard,  to  the  victory  parai 
in  Washington,  D.  C.  that  summer. 
paced  and  hard  to  put  down,  Crusj^ 
delivers  the  tension  and  excitement  cii 
Tom  Clancy  thriller— with  good  writ| 
to  boot. 

The  subtitle's  promise  of  "the  unts 
story"  is  a  bit  misleading.  Don't  expfi 
big  revelations,  unless  reading  that  Gi» 
eral  Norman  Schwarzkopf  often  ac|i 
like  a  hotheaded  jerk  after  the  TV  ai 
eras  shut  down  comes  as  a  surpriik 
What  has  been  untold  until  now  is  ijE 
comprehensive  story  of  the  war,  byjj 
author  without  an  ideology  to  push  oa 
personal  ax  to  grind. 

A  Pulitzer  Prize-winning  military  (|n 
respondent  and  author  of  the  The  Lijs 
Gray  Line,  a  celebrated  biography^ 
the  West  Point  class  of  1966,  Atkin| 
has  extensive  military  contacts.  In  fi| 
pages  of  small  print,  he  thanks  neab 
1  1 

^^^^Var,  we  know,  is  hell.  But  that 

^^^^m  was  hard  to  tell  during  the 
^K^m    Persian  Gulf  War,  when  cen- 
sored, sanitized  images  of  high-tech  com- 
bat often  displaced  real  news.  Tens  of 
thousands  died  in  Iraq,  Kuwait,  and  Sau- 
di Arabia,  among  them  390  Americans, 
but  the  carnage  rarely  found  its  way  to 
the  TV  screen.  What  persists  in  public 
memory  is  the  war  as  miniseries,  ac- 
companied by  the  dangerous  illusion  that 
modern  warfare  can  be,  in  author  Rick 
Atkinson's  words,  "surgical,  simple,  and 
bloodless." 

War— even  the  lopsided  gulf  war- 
has  never  been  any  of  those  things. 
Crusade:  The  Untold  Story  of  the  Per- 
sian Gulf  War  tears  away  the  deceptive 
facade  painted  by  the  Bush  Adminis- 
tration and  Pentagon  image-makers  to 
provide  a  realistic  and  richly  human 

account  of  the  seven-week  war  for  oil. 

Atkinson,  who  covered  the  war  for 
The  WcLshington  Post,  doesn't  dwell  on 
blood  and  guts.  But  neither  does  he 
flinch  fi'om  them,  writing  of  "the  stench 
of  burning  hair  and  flesh"  drifting  across 
battlefields.  Atkinson  gives  the  Pentagon 
and  the  defense  industry  their  due  for 
developing  an  array  of  reliable  high-tech 
weaponry,  but  he  also  gives  the  lie  to 
the  endlessly  repeated  television  depic- 
tions of  bombing  missions  as  way-cool 
video  games. 

The  fact  is,  hundreds  of  civilians  were 
killed  by  so-called  smart  bombs,  and 
dozens  of  allied  soldiers  were  killed  or 
wounded  by  weapons  fired  by  their  com- 
rades. The  military  obfuscated  and  even 
lied  about  the  capabilities  of  anti-mis- 
sile defense:  The  wildly  hyped  Patriot 
was  actually  a  dud  at  downing  Scuds. 

i:, 


From  Sao  Paulo  to  Singapore,  more  people  aroi 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  year: 
in  Asia  and  75  years  in  Latin  America.   BECAUSE  Citibank  has  the  largest  worldwide  brand 

network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  toda; 
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soldiers,  sailors,  and 
len  for  their  help.  All 
,  first-hand  reporting 
iugmented  by  color 

detail  drawn  from 

reports  generated  by 
•nalists  who  also  cov- 
1  the  war  and  by 
inson's  knowledge  of 
tary  history, 
tkinson  has  a  knack 
conveying  drama  and 
/evy  without  resort- 
to  cheap  machismo, 
s  most  riveting  when 
focuses  on  the  ex- 
Ls,  tragedies,  and 
lism  of  individual  ser- 
men  and  servicewom- 
Special  Forces  sol- 
3  who,  because  they  refused  to  kill 
Lie  girl  who  discovered  their  hiding 
s,  had  to  battle  Iraqi  troops  in  a 
ng  escape;  an  A- 10  Warthog  pilot 

remained  overhead,  covering  for 
iwned  comrade,  until  he,  too,  was 

down  and  killed.  Throughout  the 
;,  Atkinson  tracks  indomitable  Air 
e  Colonel  David  W.  Eberly,  felled 
mti-aircraft  fire  and  captured  by 
Iraqis.  He  was  beaten,  tortured, 
starved,  then  nearly  killed  by  allied 
bing  raids. 


tkinson  tears 


away  the  video-game 
facade  to  show  the  gulf 
wars  real  carnage  — 
and  real  heroism 


Schwarzkopf  comes  off  far  less  hero- 
ically. While  never  seriously  question- 
ing his  soldierly  abilities,  Atkinson  de- 
picts him  as  a  tyrant  with  a  hair-trigger 
temper  who  consistently  expected  the 
worst  of  his  subordinates.  Schwarzkopf 
was  deaf  to  Israeli  concerns  about  Scud 
attacks— calling  the  missile  a  "pissant" 
weapon— and  had  to  be  pressured  to  de- 
vote troops  and  planes  to  hunting  down 
Scud  launchers. 

George  Bush  also  comes  in  for  criti- 
cism. Aware  that  a  new  world  order 


based  on  cheap  oil  and  be- 
nign monarchies  wouldn't 
rally  the  nation  to  war, 
the  President  cast  the 
conflict  as  a  morality  tale. 
Atkinson  says  he  went 
too  far:  By  demonizing 
Saddam  Hussein  as  an- 
other Hitler,  he  inflated 
his  foe  and  diminished 
Hitler.  Although  the  war's 
aims  were  limited,  Atkin- 
son writes,  "Bush  aroused 
passions  that  would  re- 
main unsated"  with  Sad- 
dam still  in  power. 

General  Colin  L.  Pow- 
ell, chairman  of  the  Joint 
Chiefs  of  Staff,  is  the 
book's  golden  boy,  always 
making  highly  intelligent  and  politically 
astute  decisions.  Maybe  that's  so.  But 
here,  as  in  Bob  Woodward's  The  Com- 
manders, a  chronicle  of  events  leading  to 
the  war,  Powell  is  clearly  a  key  source, 
and  one  suspects  he  is  being  treated 
with  kid  gloves. 

There  are  a  few  other  flaws  in  Cru- 
sade. A  glossary  would  have  helped 
readers  who  don't  know  a  Warthog  from 
a  Weasel.  The  narrative  flags  a  bit  dur- 
ing the  ground  war,  when  "other  than 
surrendering  or  dying,  the  enemy  was 
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THE  NEW  BONNEVILLE 

Driver  &  Passenger  Airbags 
Anti-Lock  Brakes 
Traction  Control* 
Variable  Effort  Power  Steering 
6-Speaker  Sound  System 


Leather  Seating  Areas' 


Theft-Deterrent  Key  System 


Remote  Keyless  Entry* 


'Available  Equipment 
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You  could 
spend  thousands  n 
on  a  luxury  import 
But  why? 


PONTIAC  C/HRES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty 
(see  your  dealer  for  details),  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transpo 
Call  1-800-762-4900  for  more  product  information  and  dealer  locations.  Bonneville - 
[U®  Always  weari^fety  belts,  even  with  airbags.  ©  1993  GM  Corp.  All  Rights  Reserved. 
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SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  HIGHER  TAXES 


When  Federal  taxes 
make  inroads  on  your 
income,  municipal  bonds 
can  be  your  first  line  of  defense. 

Vanguard  Municipal  Bond  Fund 
offers  you  a  choice  of  seven  profes- 
sionally managed  Portfolios  with 
income  100%  free  from  Federal 
income  tax.  Each  has  a  different 
maturity  level  to  match  your  invest- 
ment goals  and  help  you  achieve  the 
balance  between  yield  and  risk. 

Money  Market  Portfolio— average 
weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 
weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 
weighted  maturity  2  to  5  years. 

Intermediate-Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years. 

Long-Term  Portfolio— average 
weighted  maturity  15  to  25  years. 


Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 

High-Yield  Portfolio— average 
weighted  maturity  15  to  25  years. 

Vanguard  Municipal  Bond  Fund  is  a 
pure  no-load  fund.  Minimum  initial 
investment  is  $3,000  per  portfolio. 

Residents  of  CA,  NY.  N|,  PA,  OH,  FL  please  ask 
about  our  State  Tax  -Free  Funds. 

Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 

Call  1-800-647-8881 

For  A  Tax-Free  Investing  Kit 
Which  Includes  Our  Brochure 
"How  To  Select 
A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
©  Vanguard  Marketing  Corp.,  Distributor 
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Compare  the 
Peif omiance  of 
more  than ... 
l^Equityand 
1,100  Fixed  Income 
Mutual  Funds! 


Simple  menu 
commands 
Operates  on  IBM 
or  Compatible  PC 
Updates  monthly 
and  quarterly 


FOR  SUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 
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doing  little."  The  contributions  of  )« 
U.S.  combatants  are  slighted.  ,i 
Atkinson  doesn't  even  begin  to  ach! 
the  appalling  complicity  of  the  pres 
government  censorship.  Still,  this  ii 
far  the  best  book  yet  on  what  At 
son  calls  "a  brilliant  slaughter." 

BY  RUSSELL  MITC 
Cmrespandent  Mitchell  covered  the 
war  far  BUSINESS  WEEK. 
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SKADDEN:  POWER,  MONEY,  AND  THE  I 
OF  A  LEGAL  EMPIRE 

By  Lincoln  Capian 

Farrar,  Straus  &  Giroux  •  341  pp  •  $25 

TAKEOVER  TITANS 


Like  his  three  other  acclaimed  b 
on  legal  topics,  Lincoln  Caplan's 
of  Skadden,  Arps,  Slate,  Meaghi 
Flom,  one  of  America's  preeminent 
firms,  is  thorough  and  well-reported.  S 
den:  Pmver,  Money,  and  the  Rise  of  a  1 
Empire  is  an  exhaustive  look  at  how 
firm  grew  from  a  ciuirky  but  congt 
perch  for  smart  lawyers  shunned  by 
legal  Estal)lishment  to  an  oversized  i 
tution  full  of  equally  oversized  egos. 

To  document  this  transfonnation,  i 
Ian  spent  five  years  watching  Skadc 
lawyers  in  action.  His  primary  foe 
and  a  key  reason  for  Skadden's  succe 
is  the  firm's  mergers-and-acquisiti 
work,  much  of  which  was  considered! 
savory  by  Wall  Street  firms  with  an  f| 
sion  to  hostile  takeovers.  Led  by  S 
Partner  Joe  Flom,  Skadden  becamf 
powerful  in  the  M&A  field  during  | 
1980s  that  companies  paid  huge  retail 
just  to  keep  it  from  representing  i| 
petitors.  In  1986,  profits  soared  ll 
above  projections,  generating  a  "Pig 
that  was  divvied  up  by  the  firm'sjS 
dealmakers.  Flom  took  home  an  extrii 
million.  Such  largess  embittered  lawbl 
who  didn't  share  in  the  booty. 

Caplan's  revelations  about  Skadcld 
excesses  are  entertaining.  Lawyers  ib 
left  their  gym  bags  home  sent  priit 
cars  to  get  them.  A  "Project  Cajiital"  n 
was  set  up  to  manage  partners'  mi^e 
when  they  didn't  have  time  to  do  it  tlin 
selves.  And  associates  received  %zi 
starting  bonuses,  often  used  to  finif 
new  wardrobes.  But  for  all  the  attci 
he  gives  the  M&A  practice,  Capian  fai 
delve  into  individual  deals.  That's  d  ii 
pointing,  since  much  of  Skadden's  n<  n 
ety  stems  fi-om  its  hardball  tactics. 

In  the  end,  Caplan's  book  colla  t 
under  the  weight  of  excessive  dtu 
much  of  it  inherently  flat.  Only 
junkies  are  likely  to  have  the  app'it 
for  this  much  Skadden  minutia. 

BY  LINDA  HIMEL;  I 
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conomic  Viewpoint 


CHOOL-FINANCE  REFORM: 
ON'T  GIVE  UP  ON  VOUCHERS 


.ARY  S.  BECKER 


ifornia's  recent 
posal  was 
ndly  criticized 
3re  its  defeat, 
several  key 
istments  would 
ie  the  idea 
t-effective  and  fair 


..BECKER,  THE  1992  NOBEL 
JE,  TEACHES  AT  THE  UNIVERSITY 
CAGO  AND  IS  A  FELLOW  OF 
-)OVER  INSTITUTION 


The  California  school-finance  scheme 
known  as  Proposition  174  would  have 
given  vouchers  worth  $2,600  to  all  stu- 
dents to  help  them  attend  private  schools  if 
they  chose.  It  was  opposed  by  the  two  na- 
tional teachers'  unions,  many  politicians,  and 
other  groups— and  soundly  thrashed  in  a  No- 
vember referendum.  Despite  that  rejection 
and  rebuffs  of  related  proposals  in  Oregon 
and  the  state  of  Washington,  radical  school-fi- 
nance reform  seems  inevitable. 

Although  I  supported  Proposition  174  be- 
cause it  offei'ed  an  impi'ovement  on  the  status 
quo,  grave  defects  in  voucher  proposals  must 
be  remedied  if  they  are  to  appeal  to  a  strong 
majority  of  voters.  The  vouchers  should  be 
provided  only  to  low-income  families,  since  it  is 
almost  always  their  children  who  are  saddled 
with  inferior  schools  in  the  inner  city.  These 
families  do  not  have  the  economic  means  to 
choose  communities  with  good  public  schools, 
whereas  middle-  and  upper-income  families  al- 
ready exercise  considerable  choice  among 
schools.  They  can  move  to  the  suljurbs  or  city 
neighborhoods  with  good  public  schools,  or— if 
they  have  the  means— they  can  send  their 
children  to  private  schools. 

Limiting  the  vouchers  to  poor  families  an- 
swers the  valid  objection  that  if  all  families  are 
included,  richer  families  will  surely  be  the 
main  users  of  the  vouchers  to  send  children  to 
private  school.  Milwaukee  has  started  an  ex- 
perimental program  that  gives  a  limited  num- 
ber of  vouchers  to  children  from  the  inner 
city  for  private-school  attendance. 

The  present  system  of  pubhc-school  finance 
is  roundabout  and  inefficient,  first  taxing 
households  to  provide  revenues  for  public 
schools  and  then  indirectly  returning  taxes  to 
families  with  children  in  public  schools.  The 
California  voucher  proposal  would  have  di- 
rectly given  back  some  of  the  tax  revenues  to 
all  families  who  chose  private  schools.  A  still 
better  system  would  not  only  give  vouchers  to 
students  from  poorer  families  but  would  also 
require  public  schools  to  become  partly  self- 
supporting  by  charging  all  students  tuition 
equal  to  the  voucher  level. 
PRECEDENT.  For  example,  public-school  tuition 
would  equal  $3,000  if  that  is  the  value  of 
school  vouchers.  Taxes  would  have  to  cover 
only  the  excess  of  public-school  expenditures 
over  tuition  income.  There  is  precedent  for 
tuition  charges  by  public  schools  in  the  early 
history  of  common  schools  in  the  U.  S.  and  in 
the  sizable  fees  cmrently  assessed  by  state-nm 
colleges  and  universities. 

Tuition  income  would  help  offset  any  re- 
duction in  government  spending  on  public 
schools  because  of  the  public  financing  of  tui- 


tion vouchers.  Such  income  would  also  make  it 
ea.sier  for  public  schools  to  finance  a  continuing 
growth  in  spending  on  students— which  more 
than  doubled  during  the  past  25  years. 

Some  voters  who  are  fed  up  with  public 
schools  opposed  the  California  initiative  be- 
cause they  feared  it  would  add  to  the  deficit  in 
the  state's  budget.  But  if  vouchers  were  limit- 
ed to  poor  families  and  if  public  schools 
charged  tuition,  the  financial  demands  on  state 
budgets  might  be  reduced  rather  than  in- 
creased. It  would  then  be  financially  much 
easier  to  do  more  for  the  poorer  students  who 
need  help  the  most  by  raising  the  size  of  their 
vouchers  above  the  California  proposal  of 
$2,600.  This  figure  amounts  to  less  than  half  of 
the  national  average  cost  of  a  student  in  pub- 
lic high  school. 

TAX  CUT.  Poorer  families  who  continue  to  send 
their  children  to  public  schools  would  be  finan- 
cially no  worse  off  under  the  proposed  system 
than  at  present,  since  their  vouchei's  would 
cover  the  tuition  charges  of  these  schools.  It 
might  appear  that  middle-class  families  with 
children  in  public  schools  would  become  finan- 
cially strapped,  since  they  would  have  to  pay 
both  tuition  and  school  taxes.  But  the  taxes 
needed  to  finance  public  schools  would  be  re- 
duced because  these  schools  would  now  have 
tuition  revenue.  For  this  reason,  an  initial  re- 
duction in  school  taxes  should  be  mandated  to 
recognize  that  schools  also  will  get  revenue 
from  tuition. 

The  present  public-school  financing  system 
has  encouraged  sharp  segregation  of  students 
by  income,  race,  and  other  characteristics. 
Vouchers  limited  to  students  from  poorer  fam- 
ilies would  reduce  this  segregation  because 
some  private  schools  with  a  mainly  affluent 
clientele  would  be  happy  to  accept  more  stu- 
dents from  diverse  backgrounds  if  they 
brought  vouchers  covering  part  of  their  tui- 
tion. Even  at  present,  segregation  by  race, 
income,  and  family  education  is  much  lower  in 
Roman  Catholic  private  schools  than  in  public 
high  schools. 

If  public  schools  were  to  charge  tuition, 
families  would  determine  where  to  send  their 
children  by  comparing  differences  in  quality 
between  private  schools  and  available  public 
schools  to  differences  in  tuition.  This  would  in- 
crease the  competition  between  the  private 
sector  and  all  public  schools,  not  just  those 
with  students  who  are  eligible  for  vouchers. 

This  competition  for  students  would  force 
pul:)lic  schools  to  become  better.  The  system  of 
higher  education  in  the  U.  S.  is  the  world's 
best  mainly  because  competition  between  pri- 
vate colleges  and  tuition-charging  public  colleg- 
es has  improved  the  performance  of  both. 
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ANNOUNCING  THE  NEW 
MICROSOFT  OFFICE.  FOR  THE 

FIRST  TIME  IN  HISTORY, 
ALL  YOUR  PROGRAMS  WORK 
TOGETHER  LIKE  ONE. 


(Far  right)  No  other  soft- 
ware can  share  words, 
numbers  and  graphics 
among  programs  so 
easily.  Just  drag  what 
you  want  from  one 
program  and  drop  it 
into  another.  Then 
whenever  you  want  to 
update  your  data,  just 
click  on  the  informa- 
tion and  change  it. 
On  the  spot. 


Only  our  Microsoft 
Office  Manager  I  MOM  I 
puts  all  the  leading 
programs  right  at  your 
fingertips.  Your  word 
processor,  spreadsheet, 
presentation  graph- 
ics, database  and  elec- 
tronic mail  programs 
are  only  a  click  away. 


Everything  you Ve  ever  done  on 
a  computer  is  like  hard  labor  com- 
pared to  what  you  can  do  with  the 
new  Microsoft  Office*.  Every  mem- 
ber of  our  family  of  programs  un- 
derstancis  each  other.  And  you. 

Finally,  software  that 
actively  helps  you  work. 

Think  of  it.  YouVe  got  an  amaz- 
ing new  partner  that  cjuietly  keeps 
an  eye  on  how  to  help  with  all  your 
work  as  it  happens. 

Make  a  typo?  The  AutoCorrect 
feature  in  new  Microsoft  Word 
fixes  it  automatically.  Probably  be- 
fore you  Ve  even  spotted  it. 

Need  help  putting  together  a 
sophisticated  report  or  presenta- 
tion? No  problem.  Use  AutoFormat 
to  instantly  lay  it  out.  Then  let  our 
Wizards  give  you  tips  and  guide  you 
easily  through  to  a  beautiful  finish. 

There's  onlv  one  wav  to  get  to 


this  high  point  of  simplicit)':  the  new 
Microsoft  Office  for  WmciowsT 

Its  intelligence  comes  from  our 
exclusive  new  hitelliSense  tech- 
nology, built-in  to  every  program. 
Now  100  of  your  most  common 
tasks  are  automatic.  And  complex 
jobs  are  brilliantly  simple. 


Working  like  a 
single  program. 

hi  the  new  Microsoft  Office, 
things  like  toolbars,  menus  and 
buttons  look,  act  and  perform  flaw- 
lessly alike.  You  may  not  even  no- 
tice when  youVe  changed  programs. 
That's  the  whole  idea. 

Our  innovative  newOfficeLinks 
makes  it  easy  to  share  words,  num- 
bers and  graphics  among  programs. 
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!  if:  H 

■  orn  mjqorEurvry  name  Encore  the  liidu 
inilepfniJtnt  Andrews  1 


Just  drag  a  spreadsheet  chart  and 
drop  it  into  your  word  processor. 
Then  make  changes  right  there, 
all  in  one  place.  Its  like  one  program 
that  does  everything.  Perfectly. 

See  your  reseller  or  call  (800) 
426-9400,  Dept.  KX3,  to  find  one 
that's  near  you.  The  time  has  come 
for  your  computer  to  work  faster 
and  smarter  in  a  whole  new  way. 


McrosofcOffice 


"Microsoft  EnccI.  Word,  the  Powt-rPmnr'  prcscnratiun  gr.ipliKs  prn^r<im  .ind  the  MiLrosoft  Ai-lcss'  database  managcmtnc  system  are  all  parr  of  rhe  Mivrosuft  Office  family  ot  programs,  MiLrosofc  Office 
Professional,  sliou  n  Iutc,  includes  tiiesc  prot;r.ims  plus  a  worRsuriuti  license  for  Microsoft  Mail  (server  and  sofruMre  acciuireJ  separatciv)  In  rhe  ^"0  United  States,  call  (XOO)  426-9400.  Dept.  KX^  In  Canada, 
call  (SOO)  5bV4()4S,  Outside  the  US.  and  Canada,  call  your  local  .Microsoft  subsidiary  or  (206)  9.16-S661,  ©  199^  Microsoft  Corporarion.  All  rights  reserved.  Micn.soft.  PowerPoint  and  Microsoft  Access 
are  registered  trademarks  and  Intclii  Sense,  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 


BY  GENE  KORETZ 


A  LIHLE  Glow 

01  OPTIMISM  FROM 

THE  SMALL  FRY 


The  approach  of  Christmas  has  appar- 
ently brought  small  businesses  an  in- 
fusion of  holiday  cheer.  According  to  the 
monthly  survey  of  the  National  Federa- 
tion of  Independent  Business,  its  small- 
business  optimism  index  surged  higher 
in  November,  erasing  virtually  all  of  its 
decline  since  last  January.  The  positive 
mood  change  has  affected  small-business 
spending  plans,  which  seem  to  be  finally 
entering  a  higher  track  (chart). 

iNFiB  economist  William  C.  Dunkel- 
berg  notes  that  some  17%  of  respon- 
dents now  expect  the  economy  to  im- 
prove over  the  next  six  months,  nearly 
double  the  9%  low  hit  in  August.  And 
12%  think  it's  a  good  time  to  expand. 


SMALL  BUSINESS  RAISES 
ITS  SPENDING  SIGHTS 


COMPANIES  PLANNING  CAPITAL 
h   OUTLAYS  IN  NEXT 
SIX  MONTHS 


JAN.  '92  NOV.  '93 

▲  PERCENT  Of  COMPANIES  SURVEYED,  SEASONALLY  ADJUSTED 
DATA:  NATIONAL  FEDERATION  Of  INDEPENDENT  BUSINESS 


the  highest  November  reading  since 
1989.  Moreover,  34%  reported  higher 
sales  during  the  past  three  months,  com- 
pared with  23%  reporting  declines. 

"What's  significant  about  these  num- 
bers is  not  that  they're  anything  to 
write  home  about,"  says  Dunkelberg, 
"but  that  they  seem  to  be  encouraging 
many  small  firms  to  boost  investment." 

While  most  small  businesses  say  they 
are  satisfied  with  their  inventory  lev- 
els, for  example,  17%  now  plan  to  add  to 
stocks  in  the  months  ahead.  "At  a  time 
of  year  when  many  businesses  usually 
want  to  trim  inventories,"  says  Dunkel- 
berg, "that's  a  solid  swing  into  positive 
territory."  More  important,  nearly  35% 
of  the  businesses  surveyed  in  November 
say  they  plan  to  make  capital  outlays 
in  the  next  six  months-the  highest 
monthly  tally  since  early  1989. 

Meanwhile,  on  the  job  front,  small 


businesses  have  now  registered  small 
net  increases  in  employment  for  six  out 
of  the  last  seven  months.  Dunkelberg 
adds  that  14%  plan  to  add  more  workers' 
in  the  months  ahead,  compared  with 
10%  that  expect  reductions— "a  numtier 
that  points  to  a  pickup  in  hiring  if  the 
economic  news  remains  good." 

The  catch  to  this  positive  picture,  cau- 
tions Dunkelberg,  is  that  spending  plans 
could  still  be  cut  back  sharply  if  the 
economy  falters.  "Small  business  was 
even  more  optimistic  late  last  year,"  he 
notes,  "but  it  didn't  last." 


AFFLUENT,  DUAUINCOME 
FAMILIES  GET 
CREAMED  BY  THE  FEDS 


Although  many  Americans  posted 
scant  real  income  gains  in  the 
1980s,  one  positive  development  was  the 
emergence  of  a  significant  number  of 
affluent  dual-income  households  earning 
over  $100,000.  Now,  economist  Michael 
R.  Englund  of  MMS  International  warns 
that  recent  increases  in  federal  tax  rates 
imjjosed  on  upper-income  taxpayers  may 
well  throw  this  trend  in  reverse.  In 
many  cases,  he  says,  lower-wage  spous- 
es in  such  families  are  likely  to  find  that 
their  earnings  are  subject  to  a  marginal 
tax  rate  of  60%  or  higher. 

Take  a  dual-income  household  with 
two  kids,  one  spouse  earning  $110,000, 
and  the  other  $55,000.  Not  only  does 
such  a  family  face  a  marginal  federal 
income  tax  rate  of  36%,  says  Englund, 
but  the  lower-wage  spouse  must  also 
pay  a  tax  bite  of  7.65%  for  Social  Secu- 
rity and  Medicare.  And  the  phaserait  of 
itemized  deductions  and  personal  ex- 
emptions should  add  an  additional  4% 
to  the  tax  rate.  Factor  in  a  state  in- 
come tax  of  8%  on  high-income  families, 
and  you  wind  up  with  a  55%-plus 
marginal  tax  rate  on  the  wages  of  the 
lower-income  spouse. 

That's  not  all.  Englund  figures  that 
such  a  family  spends  about  $15,000  a 
year  on  day  care,  home  cleaning,  laun- 
dry, and  other  costs  that  would  be 
avoidable  if  one  spouse  decided  to  stay 
at  home.  That  means  the  lower-earning 
spouse  comes  out  just  $10,000  ahead 
after  taxes  and  home  maintenance 
costs— a  calculation  that  implies  an  ef- 
fective marginal  "tax  rate"  of  over  80%. 

If  such  considerations  induce  a  lot  of 
women  to  withdraw  from  the  labor 
force,  says  Englund,  the  government's 
tax  take  could  take  a  hit.  Although 
households  reporting  $100,000-plus  in- 
comes represent  just  3%  of  the  U.  S. 
population,  they  provide  a  hefty  34%  of 
government  revenues. 


WHY  CUTTING  THE 
DEFICIT  MAY  NOT 
BOOST  INVESTMENT 


It's  an  appealing  argument.  As  de 
reduction  lowers  the  governme 
borrowing  needs,  interest  rates  dec 
and  foster  a  surge  in  capital  spend 
which  offsets  the  negative  impact  of 
cal  restraint  on  the  economy.  But 
trouble  with  this  thesis,  contends  ec< 
mist  Steven  Fazzari  of  Washington 
versify  in  St.  Louis,  is  that  the  impac 
lower  interest  rates  on  capital  inv 
ment  is  highly  exaggerated. 

Fazzari  bases  this  view  on  a 
study  published  by  the  Jerome  L 
Economics  Institute  of  Bard  Colleg 
which  he  analyzes  the  behavior  of  s 
5,000  manufacturing  companies  f: 
1971  to  1990.  His  findings  indicate 
interest  rates  alone  had  a  very  w 
effect  on  business  investment. 

Far  more  potent  determinants  ol 
vestment,  reports  Fazzari,  particul 
for  the  60%  of  companies  in  his  san 
exhibiting  average  or  rapid  real  groi 
were  the  prospects  of  rising  dem 
and  the  strength  of  internal  cash  f 
And  this  group  of  companies,  he  nc 
accounted  for  75%  of  capital  outlays 
posted  the  biggest  rises  in  research 
development  spending,  employn 
growth,  and  stock  market  valuation 
Fazzari  concludes  that  while  de 
reduction  may  be  desirable  for  o1 
reasons,  it  is  more  likely  to  inhibit  1: 
ness  investment  by  slowing  econc 
growth  and  hurting  cash  flow  thai 
stimulate  it  via  lower  interest  rate; 
policymakers  want  to  bolster  caj 
spending,  he  says,  "they  would  do  be 
to  directly  enhance  aftertax  cash 
through  such  measures  as  acceleri 
depreciation,  investment  tax  credits, 
lower  corporate  tax  rates." 


GLOBAL  RECOVERY: 
TAKING  THE  PULSE 
OF  THE  BOURSES 


If  stock  markets  are  one  of  the  n 
reliable  leading  indicators  of  econ( 
activity,  the  near-term  chances  of  an 
swing  in  the  global  economy  maj 
fading  a  bit.  Morgan  Stanley  &  Co. 
ports  that  18  of  the  22  developed  s 
markets  that  it  monitors  registered 
clines  in  November  in  both  local  cur 
cy  and  dollar  terms.  European  sti 
as  a  whole  fell  2.3%  in  dollar  terms, 
Japan's  market  plunged  16.6%,  comp. 
with  a  0.9%  dip  in  the  U.  S. 
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b  treat  symptomatic  benign  enlarged  prostate: 

3nly  one  medicine  can  shrink  the  prostate. 


PROSCAR. 

(FINASTERIDE) 

^ntil  recently,  there  wasn't  a  med- 
:ine  that  could  help  the  condition 
nown  as  symptomatic  benign 
restate  enlargement  or  BPH.  But 
ow  there  is  Proscar,  the  first  oral 
rescription  medicine  that  can 
irink  an  enlarged  prostate. 

owever,  it  is  important  to  know  the 
llowing:  PROSCAR  doesn't  work 
r  everyone.  Even  though  your 
I  •estate  may  shrink,  you  may  not 
•e  an  improvement  in  urinaty  flow 
'  symptoms.  And  you  may  need  to 
he  PROSCAR  for  6  months  or  more 
see  whether  it  helps  you. 

low  PROSCAR  can  shrink  an 
enlarged  prostate. 

3  a  man  ages,  a  key  hormone  can 
dp  cause  the  prostate  to  grow. 
iOsa\R  actually  blocks  the  pro- 
iction  of  this  hormone,  so  it  helps 
irink  the  prostate  to  a  smaller 
1  le  in  many  men.    As  a  result, 
)  me  men  treated  with  PROSCAR 
j  perience  an  increased  urinary 
)w  and  an  improvement  in  uri- 
]  iry  symptoms. 

Why  you  should 
'    see  your  doctor  soon. 

[I  )ur  doctor  has  several  options  for 
l!  e  treatment  of  symptomatic 
Si  PH:  watchful  waiting  (monitor- 


m      BLADDER  / 

Y      PROSTATE  \ 

!             \\  \ 
URETHRA     N\  \ 

RECTUM 

prostate  surrounds  part  of  the  urethra,  the  tube  that 
■  ies  urine  from  the  bladder.  As  the  prostate  enlarges. 
"  n  squeeze  the  urethra  and  cause  urinary  problems. 
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ing  the  condition  with  regular 
checkups),  medication,  or  surgeiy. 
It's  important  to  see  your  doctor 
because  the  problem  doesn't  usual- 
ly get  better  by  itself  In  many 
cases,  the  prostate  continues  to 
enlarge  and  the  symptoms  may 
get  worse.  So  if  your  urinary 
symptoms  are  bothering  you,  have 
your  family  doctor  or  a  urologist 
assess  your  condition  and  ask  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you. 

It  is  also  important  to  have  regu- 
lar checkups.  While  benign 
prostate  enlargement  is  not  cancer 
and  does  not  lead  to  cancer,  the 
two  conditions  can  exist  at  the 
same  time. 


Remember,  only  a  doctor  can  eval- 
uate your  symptoms  and  their  pos- 
sible causes.  So,  if  your  urinary 
symptoms  are  bothering  you,  don't 
wait  any  longer.  You  may  find  that 
your  enlarged  prostate  can  be 
made  into  a  smaller  problem. 

For  more  information  about 
prostate  enlargement  and 
PROSCAR,  call  1-800-635-4452 
today. 

TABLETS 

PROSCAR'Smg 

(FINASTERIDE] 
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Please  see  patient  information  on  the  following  page. 


PATIENT  INFORMATION  ABOUT 

PROSCAR-  (Prahs-carj 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  takmg  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  wecLk  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  compfetely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  progi-am  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
.surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihvdrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  fiow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR'  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•  Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  ai^e  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingi-edient  in  PROSCAR. 
If  the  active  ingi-edient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  "baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  pai'tner  is  pregnant,  or 
if  you  and  your  pai'tner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your.partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PfeOSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingi-edient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  eveiy  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  childi  en. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 
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The  Blirning  Must  Sto 
NOW! 


The  world's  rain  forests  ;ire  burnii^ 
And  a  wealtii  of  wildlife  is 
trapped  in  the  fire's  path. 

R;iin  forests  occupy  just 
2"o  of  the  e;irth's  sur- 
face. Yet,  these  rain 
t()rests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  ni 
you  can  join  Hie  National  Arbor  E 
Foundation,  the  world's  largest  tre 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Resc 

When  you  join,  you  will  help  esti| 
lish  natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  niin  for 
area  the  size  of  a  football  field  goe 
up  in  smoke.  You'd  better  call  nov 


The  National 
Arbor  Day"  Foundation 


Call  Rain  Forest  Rescue  NO 

1-800-255-5500 
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DNSUMERS  CAN'T  GO  ON  LIKE  THIS. 
R  CAN  THEY? 


WHY  RETAIIERS 
ARE  SMILING 


1^  Ithough  the  official  numbers  will  not  be  available 
for  another  month,  solid  fourth-quarter  economic 
tBi  growth  of  4%  or  better  is  now  generally  taken  for 
ited  by  policymakers,  most  economists,  and  the  fi- 
lial markets.  The  new  question:  Just  how  much  will 
economy  slow  down  in  the  first  quarter  of  1994?  The 
ver  will  have  important  consequences  for  Federal  Re- 
'6  policy  and  interest  rates. 

he  popular  view  right  now  is  that  consumers  will 
3  to  take  a  breather,  after  a  run  of  spending  in  the 
•nd  half  of  1993  that  outstripped  their  incomes  and 
ned  their  savings.  Add  in  higher  taxes  and  the  recent 
;e  in  installment  debt,  and  you  have  the  makings  of  a 
iumer  retrenchment  that  will  drag  down  growth. 

Or  do  you?  Consumers  may 
not  need  as  much  rest  as  you 
think.  As  yet,  they  show  no  sign 
of  tiring.  Retail  sales  rose  0.4% 
in  November,  following  an  up- 
wardly revised  1.8%  sui"ge  in  Oc- 
tober. Retail  sales  have  now  ris- 
en for  eight  consecutive  months, 
driven  by  a  pattern  of  strong  de- 
mand for  cars  and  housing-relat- 
ed goods.  In  particular,  furniture 
stores  reported  a  3.7%  surge  in 
•  receipts  in  November,  the  largest  gain  in  more  than 
ears. 

fact,  while  sales  of  furniture  and  appliances  make  up 
;re  6%  of  total  retail  sales,  they  contributed  about  half 
16  overall  November  sales  increase.  And  during  the 
six  months,  purchases  of  all  durable  goods  have  ac- 
ted for  70%  of  the  growth  in  retail  receipts. 
>  far  in  the  fourth  quarter,  inflation-adjusted  sales 
'es  are  rising  even  faster  than  they  did  in  the  third 
ter  (chart).  The  numbers  thus  far  easily  support  the 
m  of  4%  growth  in  real  gross  domestic  product,  with 
icreasing  chance  for  5%. 

DRE  CARS  Judging  by  sales  of  cars  and  light  trucks, 
lILT,  consumers  maintained  their  strong  buying 

)RE  CARS  pace  in  December.  Sales  began  the  month 
at  a  12.5  million  annual  rate— 7.1  million 
ars  and  5.4  million  for  light  trucks.  That's  only  sHght- 
;low  the  12.7  million  pace  for  all  of  November,  which 
the  best  in  almost  three  years, 
ttle  wonder,  then,  that  the  makers  of  cars  and  trucks 
he  busiest  in  years.  In  November,  a  12%  jump  in  car 
ut  and  a  6%  jump  in  truck  production  led  a  steep 


iRTFRLV  PERCENT  CHANGE, 

lUAL  RATE    *0a.  AND  NOV  AVERAGE 
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0.9%  advance  in  industrial  production,  the  sixth  consecu- 
tive increase.  In  addition  to  cars,  other  consumer  durables, 
business  equipment,  and  materials  posted  big  gains. 

In  manufacturing  alone,  output  rose  1%,  continuing  a 
pattern  of  acceleration  in  recent  months  (chart).  Vehicle 
output  accounted  for  about  half  of  the  November  gain. 
Manufacturing  production  is  on  track  to  post  its  largest 
quarterly  advance  in  6'/!>  years. 

(THEY'RE  Will  this  momentum  subside  in  the  first 
SHOPPING  quarter?  Not  if  consumers  have  their  way. 
— BUT  NOT  A  close  look  at  incomes,  savings,  and  bor- 
DROPPING  rowing  suggests  that  households  have  the 
wherewithal  to  keep  spending. 

To  begin  with,  income  growth  remains  sturdy.  Flood 
and  drought  losses  clobbered  farm  income  during  the 
third  quarter,  but  the  other  99%  of  real  personal  income 
was  up  at  a  3.3%  pace.  That's  not  far  below  the  4.4%  gain 
in  real  consumer  spending.  In  fact,  fi'om  March  to  October, 
inflation-adjusted  consumer  outlays  rose  at  an  annual 
rate  of  5.4%,  while  nonfarm  income  increased  at  the  same 
pace.  So  where's  the  income  problem? 

Starting  the  fourth  quarter, 
October  real  income  stood  some 
2.5%  above  its  third-quarter  lev- 
el, at  an  annual  rate.  And  judg- 
ing by  strong  November  growth 
in  employment  and  weekly  earn- 
ings, combined  with  low  infla- 
tion, higher  income  in  that 
month  pushed  up  the  quarterly 
growth  rate  even  more. 

The  argument  that  households 
are  draining  their  savings  is  also 
flawed.  During  the  past  six  months,  the  personal  saving 
rate  has  fallen  from  4.9%  to  3.7%.  That  has  more  to  do, 
however,  with  the  way  the  Commerce  Dept.  measures 
savings  than  with  reality. 

The  problem  is  that  consumer  spending  in  recent 
months  has  been  concentrated  in  big-ticket  durable  goods, 
such  as  cars,  furniture,  and  appliances.  Although  these 
items  are  usually  financed.  Commerce  includes  the  full 
price  of  the  goods  in  its  measure  of  spending.  That  caus- 
es spending  to  be  overstated  relative  to  income. 

What  muddies  the  water  is  that  Commerce  simply  im- 
putes savings  by  subtracting  spending  from  income.  So 
during  periods  of  heavy  outlays  for  high-priced  goods, 
less  income  appears  to  be  left  over  after  spending.  So  sav- 
ings tend  to  be  understated.  In  fact,  the  boom  in  mutual 
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Business  Outloo 


funds  and  other  financial  assets  suggests  that  households' 
nest  eggs  are  much  plumper. 

Moreover,  the  sharp  increase  in  consumer  borrowing 
does  not  mean  that  households  are  throwing  caution  to  the 
winds.  Stronger  job  gi'owth,  benefits  from  mortgage  refi- 
nancings, and  rising  confidence  are  behind  the  decision  to 
take  on  more  debt. 

Most  recently,  coming  on  the  heels  of  the  big  November 
gain  in  the  Conference  Board's  index  of  consumer  confi- 
dence, the  University  of  Michigan's  index  of  consumer 
sentiment  showed  a  sizable  rise  for  early  December  as 
well— to  87.7,  from  81.2  in  November. 

From  July  to  October,  consu- 
mers added  more  than  $19  billion 
to  their  installment  debt— the 
most  in  any  three-month  period 
since  the  borrowing  heyday  of 
the  mid-1980s.  The  three-month 
average  of  the  ratio  of  debt  to 
aftertax  income,  however,  is  no 
higher  than  it  was  a  year  ago. 
Borrowing,  while  accelerating,  is 
not  outstripping  income  gr'owth. 
Consumers'  increased  use  of 
plastic  is  one  reason  the  holiday  sales  look  bright.  Accord- 
ing to  MasterCard,  store  authorizations  for  credit  purchas- 
es since  Thanksgiving  have  soared  nearly  21%,  compared 
with  the  same  period  last  year.  MasterCard's  data  run 
through  Dec.  10. 
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INFLATION 
IS  APT 
TO  STAY 
IN  CHECK 


Another  support  for  consumers:  Low  infla- 
tion continues  to  stretch  the  buying  pow- 
er of  their  incomes.  The  good  news  for 
1994  is  that  inflation  is  not  likely  to  accel- 
erate from  its  1993  pace  (page  68). 

The  consumer  price  index  rose  a  mild  0.2%  in  Novem- 
ber—0.3%  excluding  food  and  energy.  Annual  consumer  in- 
flation through  November  is  2.7%,  and  the  rate  for  all  of 


BUSINESSES  KEEIi 
INVENTORIES  LO^ 


1993  will  end  up  even  lower.  Falling  oil  prices  will  lik 
leave  December's  CPI  unchanged  from  November. 

Most  of  the  progress  against  inflation  in  1993  has  cc 
in  goods  prices  (chart).  Excluding  the  volatility  caused 
swings  in  energy  and  food  prices,  annual  goods  inflatioi 
November  was  running  at  a  mere  1.6%,  with  service  ir 
tion  at  3.7%.  Service  inflation  is  probably  headed  dowr 
in  1994.  In  particular,  just  the  threat  of  cost  containm 
has  already  pushed  medical  inflation  down  to  5.5%- 
lowest  annual  pace  in  two  decades. 

Low  inflation  is  also  making  it 
easier  for  businesses  to  manage 
their  inventories,  since  purchas- 
ers need  to  worry  less  about  un- 
anticipated price  shocks.  Busi- 
ness inventories  were  unchanged 
in  October,  and  they  are  at  a  10- 
year  low  in  relation  to  sales, 
which  rose  0.4%  (chart).  Lean 
stock  levels  are  a  good  sign  that 
production  will  keep  on  moving 
up  during  the  flrst  quarter.  Bet- 
ter inventory  control  also  reduces  costs. 

Moreover,  pressure  on  goods  prices  is  likely  to  ren 
muted.  Industry's  rate  of  capacity  utihzation  rose  f 
82.4%  in  October  to  83%  in  November.  That  reading 
the  highest  in  more  than  four  years  and  is  close  to 
mid-80%  reading  associated  in  the  past  with  produc 
bottlenecks  and  price  pressures. 

But  a  steady  stream  of  cheaper  imports  and  ex 
capacity  abroad  will  keep  prices  of  domestically  n 
goods  in  check.  And  because  of  impressive  producti 
gains,  factory  unit  labor  costs  are  falling. 

With  everything  going  their  way,  consumers  are  lil 
to  continue  to  pull  their  own  weight  in  early  1994.  Ii 
any  slowdown  in  growth  will  be  limited.  And  unlike] 
economy's  swoon  in  early  1993,  the  new  year  is  set  tc 
off  to  a  good  start. 
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THE  WiEK  AHEAD 


CAPITAL  SPENDING 


Tuesday,  Dec.  21,  8:30  am. 
The  Commerce  Dept.'s  first  look  at  1994 
spending  plans  for  new  plants  and  equip- 
ment will  probal)ly  show  that  businesses 
expect  to  increase  capital  budgets  by 
about  7%,  the  same  rise  in  outlays  as  for 
1993.  The  need  to  improve  productivity 
is  pushing  companies  to  spend  heavily 
on  equipment.  Service  companies  will 
proljably  raise  their  spending  by  at  least 
10%,  with  the  bulk  of  the  money  going 
for  computers. 


FEDERAL  BUDGET 


Tuesday,  Dec.  21 

The  federal  government  will  probably 
record  a  $39  billion  deficit  for  November. 


That  would  be  much  worse  than  the 
$32.7  billion  deficit  posted  in  November, 
1992.  Economists,  in  general,  though, 
expect  that  faster  economic  growth  and 
the  Clinton  tax  hikes  will  combine  to 
push  the  federal  deficit  down  to  below 
$225  billion  in  fiscal  1994. 

DURABLE  GOODS  ORDERS  

Thursday,  Dec.  23,  8:30  am. 
New  orders  taken  by  durable-goods 
manufacturers  likely  increased  1%  in 
November,  according  to  the  median  fore- 
cast of  economists  surveyed  by  mms 
International,  a  division  of  McGraw-Hill 
Inc.  Orders  have  already  risen  for  three 
consecutive  months,  including  a  2.6% 
gain  in  October.  The  string  of  increases 
suggests  that  the  backlog  of  unfilled  or- 


ders may  also  have  risen  in  Noven 
after  falling  for  eight  straight  mont 

PERSONAL  INCOME 


Thursday,  Dec.  23,  8:30  a.m. 
Personal  incom.e  likely  rose  0.5%  in 
vember,  forecast  the  MMS  econon 
That's  suggested  by  the  healthy  ga 
jobs  and  weekly  pay  last  month.  C( 
mer  spending  is  also  expected  to  pi 
0.5%  advance  in  November.  Retail 
alone  were  up  0.4%,  and  cold  wea 
probably  lifted  utility  use.  In  Oct( 
personal  income  rose  0.6%,  while 
sumer  outlays  increased  a  large  ( 
The  November  projections  indicate 
both  real  income  and  spending  ar 
track  to  gi'ow  at  annual  rates  of  nea 
in  the  fourth  quarter. 

 a 
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A  very  safe  proposition, 

rom  any  angle. 

A  driver  air  bag  for  frontal  impacts. 
For  side  impacts,  Regal  Sedan  meets 
the  1997  federal  government  safety 
standard.  With  standard  anti-lock 
brakes  and  a  steel  safety  cage  body 
unit,  Regal  means  safety,  any  way 
you  look  at  it.  For  more 
information,  call 

1-800-4A-BUICK. 
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POLITICIANS  ARE  PRESSING  ANTIGUN 
BILIS.  WOE  TO  FIREARMS  MAKERS 


The  hottest  place  in  Miami  right 
now  may  well  be  the  Tamiami  Gun 
Shop,  one  of  the  city's  largest  fire- 
arms dealers.  Days,  nights,  and  week- 
ends, customers  crowd  the  store.  "We're 
selling  a  lot  of  handguns,  we're  selling  a 
lot  of  automatic  weapons,  we're  selling  a 
lot  of  ammunition,"  says  John  Katon, 
Tamiami's  owner.  What's  driving  the 
stampede?  Talk  of  gun  control.  "What 
they  just  did  with  the  Brady  Bill,  that's 
bad  enough,  l)ut  now  they're  talking 
about  more  and  more,"  says  Katon. 

It  wasn't  the  intention,  of  course.  But 
by  signing  the  Brady  Handgun  Preven- 
tion Act  into  law  on  Nov.  80,  President 
Clinton  sparked  a  boom  in  gun  sales 
across  the  nation.  Supporters  hoped  that 
the  bill's  five-day  waiting  period  would 
slow  the  arming  of  America.  Instead, 
business  for  gun  stores,  distributors,  im- 
porters, and  manufacturers  has  taken 
off,  as  purchasers  rush  to  beat  a  raft  of 
federal  and  state  weapons-curb  propos- 
als given  new  viability  by  the  Brady  leg- 
islation. Americans  may  say  they  sup- 
port gun  control — but  just  now,  they're 
"wondering  whether  or  not  they'll  be 
able  to  get  a  gun  and  whether  it  will 
cost  more,"  says  L.  E.  Shultz,  president 
and  chief  executive  of  Smith  &  Wesson 
Corp.,  the  nation's  largest  maker  of 
handguns. 


In  all,  commercial  gun  sales  will  rise 
6'/'  this  year,  estimates  the  National  Alli- 
ance of  Stocking  Gun  Dealers,  a  trade 
group.  And  it's  not  just  a  rush  to  beat 
gun-control  laws  that  has  sales  on  the 
rise.  Heightened  fear  of  crime — graphi- 
cally illustrated  by  the  Dec.  7  killing 
rampage  on  the  Long  Island  Rail 
Road — is  leading  many  to  buy  a  gun  for 
the  first  time  or  add  to  their  arsenal. 
John  McCrory,  who  owns  a  small  metal- 
fabricating  company  near  downtown  Mi- 
ami, is  a  typical  buyer.  "We  had  an 
armed  robbery  down  the  street,"  he 
says.  "We  had  a  knifing  in  the  parking 
lot.  Stuff  like  that."  So  McCrory,  who 
already  owns  several  rifles,  is  getting  a 
permit  to  carry  a  concealed  weapon.  And 
he  wants  to  buy  two  .40-caliber  hand- 
guns made  by  a  Brazilian  manufacturer. 
POLITICAL  PRESSURE.  In  truth,  though, 
the  U.  S.  gun  business  is  an  industry  in 
structural  decline.  Pummeled  by  a  com- 
bination of  outdated  technology  and  for- 
eign competition,  the  industry  has 
slashed  production  of  pistols,  rifles,  re- 
volvers, and  shotguns  in  the  U.  S.  by 
nearly  a  third  since  1989,  to  a  little  more 
than  3  million  units  in  1992  (chart).  And 
despite  a  surge  of  cheap,  military-style 
rifles  from  China  and  Eastern  Europe  in 
the  past  two  years,  experts  say  imports 
face  pressure,  too.  "The  long-term  trend 


has  been  down,"  says  George  Rod 
a  former  executive  with  Remii 
Arms  Co.  and  U.  S.  Repeating  Ann 
and  now  a  contributing  editor  at  1 
arms  Business,  an  industry  newsle 

The  secretive,  disparate  arms  indu 
peaked  in  the  late  1980s.  As  mili 
sales  tapered  off,  the  small,  priv 
owned  companies  that  make  most 
guns  lacked  the  capital  to  withstand 
er  demand,  much  less  modernize 
production  lines.  "We  stopped  inves 
in  firearms  technology  in  1968,' 
Richard  Feldman,  executive  directo 
the  American  Shooting  Sports  Coi| 
an  industry  lobbying  group.  Poli 
pressures,  meanwhile,  forced  many 
makers  to  abandon  lucrative  handg 

Washington  doesn't  want  to  give 
industry  any  breathing  room.  On  Dc 
President  Clinton  asked  Attorney  G( 
al  Janet  Reno  to  investigate  nation 
censing  of  gun  owners.  Senator 
Bradley  (D-N.  J.)  wants  to  impose  a 
tax  on  handguns,  assault  weapons, 
ammunition.  And  Senator  Dianne 
stein  (D-Calif.)  is  proposing  an  outi 
ban  on  19  assault  weapons  and  clips 
taining  more  than  10  rounds  of  ar 
The  U.  S.  must  "end  this  epidemi 
violent  crime  and  restore  the  fabr 
civilized  life  in  every  community," 
ton  said  in  a  Dec.  11  radio  address 
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s  a  highly  emotional  attack,  and  an 
lous  one  for  the  gun  industry.  In- 
1,  the  Brady  Bill  was  just  the  first 
in  a  broad-gauged  assault  on  weap- 
And  several  of  the  post-Brady  mea- 
s  may  become  law.  That's  partly  be- 
e  the  National  Rifle  Assn.,  after 
ats  this  year  on  Brady  and  in  state 
ilatures  in  Virginia  and  Connecticut, 
anging  its  strategy  of  all-out  opposi- 
te every  antigun  measure.  The  orga- 
don  "is  adjusting  to  accommodate 
ic  opinion  now,"  says  one  lobbyist 
tracks  gun  issues. 
iP  IMPORTS.  The  NRA,  for  example, 
;s  a  provision  in  pending  crime  legis- 
n  that  bans  possession  of  handguns 
iveniles.  And  the  group  is  not  likely 
at  up  much  of  a  fight  over  reforms 
an-dealer  licensing  and  a  ban  on  pos- 
ion  of  guns  by  accused  spouses  or 
.  abusers.  The  nra  will  save  its  fire- 
5r  instead  for  the  next  major  show- 
■1  in  gun  politics:  the  assault- weap- 
ban.  Privately,  some  gunmaker 
utives  say  they  support  such  a  ban. 
the  NRA  fears  that  passage  of  Fein- 
;'s  prohibition  would  open  the  gate 
itright  bans  on  other  firearms, 
deed,  such  legislation  eventually 
i  strike  directly  at  the  one  segment 
'  le  gun  business  that  has  grown  phe- 
enally:  cheap  semiautomatic  im- 


ports. Some  400,000  Chinese  SKS  weap- 
ons, which  cost  about  $69  in  stores,  were 
imported  in  1992,  estimates  Firearms 
Business'  Rockwell.  KBI  Inc.,  a  Harris- 
burg  (Pa.)  importer  of  Hungarian-made 
assault  rifles,  says  it  sold  a  six-month 
supply  of  5,000  rifles  in  a  day  and  a  half 
at  a  recent  gun  show  after  the  manufac- 
turer announced  it  was  closing  out  pro- 
duction in  the  face  of  possible  bans  on 
such  weapons. 

Amid  all  the  debate  over  high-powered 
handguns  and  so-called  "assault  rifles," 
though,  manufacturers  of  specialty 
hunting  guns  and  collectible  pistols  are 
prospering.  Sales  at  Sturm,  Ruger  &  Co. 
in  Southport,  Conn.,  a  maker  of  guns 
favored  by  collectors,  are  up  by  more 
than  20%  this  year.  Sales  at  125-year-old 
rifle  maker  Marlin  Firearms  Co.  and 
shotgun  manufacturer  0.  F.  Mossberg  & 
Sons  Inc.,  both  in  North  Haven,  Conn., 
are  also  growing.  That  has  drawn  the 
interest  of  investors  such  as  New  York- 
based  investment  boutique  Clayton,  Du- 
bilier  &  Rice  Inc.,  which  paid  an  estimat- 
ed $300  million  to  DuPont  Co.  for 
Remington  Arms  on  Dec.  1. 

The  new  players  face  growing  pres- 
sure from  Washington.  Bradley  and  Sen- 
ator Daniel  Patrick  Moynihan  (D-N.  Y.) 
may  include  firearms  and  ammunition 
taxes  in  any  health-care-reform  package 


as  part  of  the  funding  for  a  new  system. 
In  the  end,  though,  it's  far  from  clear 
how  much  impact  such  proposals  will 
have  on  the  violence  epidemic.  Skeptics 
abound,  especially  since  there  already 
are  200  million  guns  in  circulation.  In- 
deed, regular  Gallup  polls  demonstrate 
no  decline  since  the  1950s  in  Americans' 
desire  to  own  guns.  Democrats  are  "us- 
ing the  political  facade  of  gun  control  to 
mask  over  liberal  tendencies  to  pamper 
the  criminals  of  the  country,"  declares 
Senator  Larry  E.  Craig  (R-Idaho). 

Still,  the  White  House  stands  to  bene- 
fit from  its  attacks  on  guns:  Polls  show 
such  a  position  is  popular.  They  also 
show  that  crime  is  an  even  higher  voter 
priority,  and  the  Democrats  are  address- 
ing that  issue  as  well:  The  pending  crime 
bill  could  put  as  many  as  100,000  new 
cops  on  beats  across  the  nation.  What's 
more,  trends  already  in  motion  will  help 
the  Clintonites.  The  violent-crime  rate 
fell  by  3%  in  the  first  half  of  this  year 
and  rose  only  1%  in  1992 — the  slowest 
rate  of  increase  in  five  years,  according 
to  the  Federal  Bureau  of  Investigation. 
That  statistic  may  do  as  much  as  any- 
thing to  drive  whatever  growth  is  left 
out  of  the  nation's  gun  industry. 

By  Tim  S?nart  in  New  Haven  and 
Catherine  Yang  in  Washington,  with  Mike 
Seemuth  in  Miami  and  bureau  reports 
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Commentary /by  Douglas  Harbrecht 


GATT:  'IT'S  YESTERDAY'S  AGREEMENT' 


When  it  comes  to  trade 
policy,  there's  no  mis- 
taking Bill  Clinton's  vi- 
sion. "We  cannot  turn 
away  from  the  future," 
he  says  again  and 
again.  For  the  President,  that  trans- 
lates into  aggressive  efforts  to  open 
markets  abroad  for  the  high-tech  and 
service  industries  he  wants  to  nurture 
at  home.  The  strategy,  Clinton  be- 
lieves, will  produce  high-paying,  ex- 
port-related jobs  for  the  21st  century. 

What,  then,  to  make  of  the  world 
trade  accord  reached  in 
Geneva  on  Dec.  15?  The 
President  says  the  pact, 
negotiated  under  the 
auspices  of  the  General 
Agreement  on  Tariffs  & 
Trade,  "sharpens  our 
competitive  edge  in  ar- 
eas of  America's 
strength."  That's  put- 
ting the  best  face  on  a 
deal  that  actually  offers 
precious  little  for  the  in- 
dustries of  America's 
future. 

The  major  achieve- 
ment of  the  GATT  deal  is 
an  agreement  to  slash 
tariffs  on  8,000  catego- 
ries of  manufactured 
goods.  That  will  help 
many  old-line  industrial 
concerns.  But  the  ac- 
cord sidesteps  critical  issues.  It  fails  to 
open  up  financial  markets  and  promote 
the  export  of  movies  and  other  enter- 
tainment. The  patent  protection  of- 
fered to  the  drug  industry  is  disap- 
pointing. And  chipmakers  don't  get  the 
tariff  cuts  they  had  hoped  for.  Indeed, 
seven  years  of  dithering  has  produced 
a  musty  agreement  focused  on  old 
skirmishes  rather  than  on  flash  points 
of  future  global  competition.  "It's  yes- 
terday's agreement,"  says  Gary  Huf- 
bauer  of  the  Institute  of  International 
Economics. 

GIN  TONIC.  For  all  its  shortcomings,  the 
deal  will  promote  w  irldwide  economic 
growth.  Economists  estimate  that  it 
will  boost  world  output  by  $270  billion 
a  year  in  2005  and  may  create  millions 
of  U.  S.  jobs  in  the  next  decade.  A  col- 
lapse of  the  talks  could  have  been  di- 
sastrous psychologically  for  recession- 
racked  economies  in  Europe  and  Asia. 


And  there  are  some  big  winners.  The 
tariff  cuts  will  create  export  windfalls 
for  makers  of  industrial  machinery 
such  as  Caterpillar  and  Deere,  big  agri- 
businesses such  as  Cargill,  mega- 
construction  companies  such  as  Bech- 
tel  Group,  paper  manufacturers,  and 
makers  of  distilled  spirits,  furniture, 
and  toys.  But  these  are  hardly  the  em- 
ployers Clinton  is  counting  on  for 
America's  economic  security. 

Contrast  their  fate  with  that  of  the 
booming  U.  S.  service  sector.  A  major 
reason  Washington  agreed  to  launch 


the  GATT  round  in  1986  was  to  open 
foreign  markets  to  these  companies. 
But  banks  and  securities  firms  made 
scant  headway  in  their  efforts  to  crack 
Japan  and  Korea.  Washington  agreed 
simply  to  keep  talking  about  the  issue 
for  another  two  years. 

The  entertainment  industry — one  of 
the  largest  U.  S.  exporters — was  equal- 
ly frustrated.  Unable  to  budge  the 
French  and  other  European  countries 
from  their  quotas  on  foreign  broad- 
casting, U.  S.  Trade  Representative 
Mickey  Kantor  yanked  the  issue  alto- 


The  pact  may  help  old-line 
manufacturing  companies 

— but  it  offers  little  to 
America's  future  industries 


gether  at  the  end  of  the  negotiation 
Other  export-driven  industries  sue 
as  pharmaceuticals,  telecommunic 
tions,  and  aircraft  saw  only  wimj 
gains  and  some  big  negatives.  Dri 
companies  are  worried  about  a  decad 
long  phase-in  of  patent  protections  th; 
could  leave  their  products  defenseles 
to  pirating  in  Third  World  countrie 
"The  billions  of  dollars  pharmaceutic 
companies  lose  to  patent  pirates  w 
continue  for  10  years,"  worries  Ste> 
Berchem  at  the  Pharmaceutical  Man 
facturers  Assn. 

Even  the  semicondu 
tor  industry,  which 
largely  satisfied  wil 
the  final  details,  had 
make  a  significai 
trade-off:  a  tariff  cut 
Europe,  from  14% 
10%,  rather  than  tl 
zero  tariff  it  wanted. 
QUESTIONS.  By  cavir 
in  to  intransigent  tra 
ing  partners  unwillir 
to  upset  the  status  qu 
U.  S.  negotiators  rais* 
questions  about  ho 
successful  they  will 
in  future  trade  talk 
Such  negotiations  w 
have  to  deal  with  tl 
currently  unresolved 
sues  as  well  as  ev( 
more  nettlesome  topi 
that  have  arisen  sin' 
the  GATT  negotiations  began  in  19J 
The  Administration,  for  exampl 
hopes  to  begin  talks  with  Asian  cou 
tries  next  year  on  eliminating  "invii 
ble"  trade  barriers,  such  as  the  Jap 
nese  keiretsu  system  ai 
administrative  procedures  that  hai 
string  the  sale  of  foreign  products.  Tl 
Clintonites  are  also  hoping  to  tack 
the  links  between  trade  and  everythii 
from  the  global  environment  and  h 
man  rights  to  antitrust  policies. 

It's  an  ambitious  agenda.  But  trat 
issues,  like  America's  economy,  a 
getting  more  complex  and  subtle.  Tl 
Administration  has  recognized  that  tl 
U.  S.  economy  has  evolved.  Now,  it  h; 
to  try  once  again  to  craft  global  tra 
talks  that  reflect  the  new  econoir 
reality. 

Harbrecht   covers   trade  issues  ] 
BUSINESS  WEEK  in  Washington. 
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mS  GIVE-AND-TAKE 
AY  ACTUALLY  FLY 


ted's  tentative  pact  trades  employee  ownership  for  concessions 


RE:  THE  DEAL  CUTS  LABOR  COSTS-AND  ADDRESSES  THE  THREAT  FROM  UPSTART  AIRLINES 


roll  can  say  one  thing  about  Unit- 
ed Airlines  Inc.'s  unions:  They 
don't  give  up  easily.  After  more 
seven  years  and  at  least  four  failed 
United's  pilots  and  machinists  final- 
arsuaded  the  airline's  management 
;11  them  a  majority  of  the  company's 
<i. 

le  tentative  deal,  reached  on  Dec. 
;ives  the  two  unions  a  minimum  of 
of  United's  stock,  with  a  possibility 
i%  after  a  year,  according  to  nego- 
TS  from  both  sides.  In  exchange, 
1  members  will  extend  $5.5  billion  in 
essions  for  nearly  six  years.  The 
ns  get  one  board  seat  each  and  ef- 
ve  veto  power  over  most  major 
lions. 

le  agreement  also  calls  for  the  crea- 
of  a  new  "airline  within  an  airline," 
h  will  match  the  lower  pay  scales 
relaxed  work  rules  of  upstart  com- 
ers such  as  Southwest  Airlines  Co. 
unit,  dubbed  U2,  will  operate  quick 
iround  flights  of  less  than  750  miles 
use  equipment  and  personnel  more 
ently.  The  unions  have  agreed  that 
'.an  be  expanded  to  accommodate 
t  20%  of  United's  current  capacity. 
'16  deal  between  United  and  its  un- 
still  must  be  approved  by  United's 
■d,  but  if  it  flies,  it  will  force  big 
•ges  in  the  airline  industry.  Other 


big  carriers  will  have  to  scramble  to 
match  United's  lower  costs,  and  some 
may  conclude  that  they,  too,  need  an 
employee  buyout.  "It  will  be  hard  for 
other  airlines  to  escape  doing  what  Unit- 
ed has  done  if  they  want  to  have  a  fu- 
ture," says  Joseph  R.  Blasi,  a  manage- 
ment professor  at  Rutgers  University. 

The  United  agreement  came  together 
after  days  of  nearly  around-the-clock 
talks  that  began  in  New  York  on  Dec.  10. 


"It  will  be  hard  for  other 
airlines  to  escape  doing 
what  United  has  done  if  they 
want  to  have  a  future" 


Previous  sessions  had  broken  off  in  No- 
veml:)er  after  United  rebuffed  the  unions' 
bid  of  $165  a  share  for  60%  of  the  com- 
pany, calling  it  too  low.  United  then  an- 
gered unions  by  selling  off  its  flight 
kitchens,  which  employ  5,200  members 
of  the  International  Association  of  Ma- 
chinists. But  not  long  after  the  break-off, 
CEO  Stephen  M.  Wolf  asked  the  unions 
to  try  again. 

What  made  the  deal  work  this  time? 


The  two  sides  bridged  their  differences 
by  l)reaking  the  buyout  into  two  parts. 
The  unions  will  get  only  53%  of  the  com- 
pany when  the  deal  closes.  But  they  in- 
creased the  cash,  debt,  and  preferred 
shares  they  had  offered  from  $65  a 
share  to  $88.  As  a  result.  United  share- 
holders will  receive  a  total  package  of 
$173  a  share,  factoring  in  the  value  of 
the  United  shares  they'll  keep.  In  re- 
turn. Wolf  agreed  that  the  unions'  own- 
ership will  climb  to  63%  after  a  year  if 
United's  stock  price  hits  certain  targets. 

Although  the  unions  will  be  the  ma- 
jority owners  of  the  country's  No.  1  air- 
line, they  won't  be  in  total  control.  While 
employees  will  hold  three  board  seats, 
nine  other  directors  will  be  independent 
or  elected  by  public  shareholders.  How- 
ever, extensive  governance  provisions 
give  the  unions  effective  veto  over  most 
major  decisions,  including  mergers,  con- 
solidations, acquisitions,  and  large  asset 
sales.  Wolf  and  President  John  Pope  are 
expected  to  leave  when  the  deal  formal- 
ly closes  next  spring.  The  unions  say 
Wolf  will  be  replaced  as  CEO  by  former 
Chrysler  Corp.  Vice-Chairman  Gerald 
Green  wald. 

The  ljuyout  still  faces  hurdles,  howev- 
er. In  addition  to  the  board,  which  was 
scheduled  to  hear  details  of  the  offer 
on  Dec.  16,  union  members  and  United 
shareholders  also  must  apj^rove  the  deal. 
Another  potential  problem:  The  unions 
must  bring  the  flight  attendants  union 
back  into  the  talks.  The  attendants  had 
dropped  out  of  the  negotiations  in  Octo- 
ber but  now  want  back  in.  Reaching  an 
accord  "is  a  critical  first  step,  but  there's 
still  a  long  way  to  go,"  says  Eugene  J. 
Keilin,  an  investment  banker  at  New 
York-based  Keilin  &  Bloom  who  led  the 
talks  for  the  Air  Line  Pilots  Assn. 

The  question  now:  How  will  most  of 
United's  rivals  ever  match  the  employee- 
owned  carrier's  new  cost  structure?  Un- 
der the  deal,  United's  labor  costs  will  be 
slashed  by  around  15%  and  will  stay  at 
those  levels  for  almost  six  years.  And 
because  employees  are  the  majority 
shareholders,  they  will  have  an  incentive 
to  take  further  cuts  to  keep  competi- 
tive. Both  American  Airlines  and  Delta 
Air  Lines  have  been  trying  to  get  their 
employees  to  lower  wages  and  alter 
work  rules— with  little  luck  so  far.  Now, 
they  will  have  to  move  quickly  to  avoid 
being  undercut. 

The  unions'  effort  at  United  could 
have  an  effect  beyond  the  airline  indus- 
try as  well.  The  deal  "will  decisively  ex- 
pand the  role  of  employee  ownership  in 
large  American  corporations,"  predicts 
Blasi.  For  now,  though,  the  main  shock- 
waves  will  be  in  the  airline  industry. 
And  the  effects  there  are  going  to  be 
plenty  explosive. 

By  Aaron  Bernstein  in  New  York  and 
Kevin  Kelly  in  Chicago 
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DETROIT  I 


FORD'S  1995  MERCURY  MYSTIQUE 

IMfiMniiiiiiiiiiTifiTiariiriiit 


'93 
A  PERCENT 


DATA:  AUTOPACIFIC  GROUP  IMC. 


CHRYSUR'S  1995  M  MODEL 


radio.  A  similarly  equipped  Accord  gi^ 
for  more  than  $16,000.  Cedergren  1; 
ures  the  new  Detroit  models  will  h| 
lop  two  points  off  the  Accord's  share* 
the  compact-car  market  by  1996,  cutt 
it  to  13%  in  the  U.  S. 

In  keeping  prices  so  low,  Ford  may 
running  higher  risks  than  Chrysler, 
deed,  analysts  believe  that  Ford  w( 
be  able  to  recoup  its  $6  billion  inv< 
ment,  even  if  it  can  sell  close  to 
700,000  annual  capacity  for  the  new  c 
worldwide.  Chrysler,  by  comparison, 
spent  just  $4.2  billion  in  recent  yean 
develop  three  distinct  car  lines:  JA, 
and  Neon.  That  includes  developing 
same  number  of  new  engines  and  tr£ 
missions  as  Ford,  plus  outfitting  m 
assembly  plants.  As  a  result,  Chryi 
"can  just  stomp  all  over  the  Mond 
from  a  cost  perspective,  says  Shasta 
STEPPING  ON  THE  GAS.  Caught  in 
crossfire  along  with  the  Japanese  co 
be  General  Motors  Corp.  Its  com{ 
cars,  such  as  the  Pontiac  Grand  Am, 
far  less  sophisticated  than  most  r 
models.  To  stay  in  the  game,  GM 
kept  a  lid  on  prices  and  pushed  valui 
its  ads.  For  instance,  the  Grand  A 
base  price  remains  unchanged  for  1 
at  $12,999,  even  though  the  car  gc 
new  standard  driver's  air  bag.  An' 
peppier,  150-horsepower  base  engine 
due  for  1995.  All  that  should  keep  s; 
humming  at  200,000  annually,  says  J 
G.  Middlebrook,  Pontiac  general  mar 
er.  "No  one  is  going  to  unseat  us 
fast." 

Of  course,  Japanese  auto  mak 
aren't  going  to  roll  over  and  play  di 
either.  Take  Toyota.  It  is  doubling  ca;  r. 
ity  at  the  Kentucky  factory  that  bu 
Camrys,  to  440,000  cars  annually, 
analysts  expect  it  and  other  Japai 
companies  to  continue  to  cushion  aga 
sticker  shock  by  aggressively  pusl 
lease  deals  with  low  monthly  payme 

But  Chrysler  and  Ford  clearly  an 
a  roll.  And  they've  got  a  bead  on  Jap. 
bread  and  butter.  • 
By  David  Woodruff  in  Dei  K 


DETROIT  BEGINS  TAIIGATING 
JAPAN'S  SMALL  SEDANS 


Can  its  new  models  make  a  dent  in  the  Accord  and  Camry  markets? 


There  could  be  some  anxious-look- 
ing Japanese  auto  executives 
strolling  the  aisles  at  the  big  annu- 
al Detroit  auto  show  in  early  January. 
That's  because  Ford  Motor  Co.  and 
Chrysler  Corp.  are  ready  with  hot  new 
models  that  take  dead  aim  at  a  Japanese 
stronghold:  small  sedans.  If  the  new 
cars  do  anywhere  near  as  well  as  ana- 
lysts expect,  they  could  be  Detroit's 
most  ambitious  effort  ever  to  wrest  back 
market  share  lost  to  Japan. 

The  new  small  Fords  and  Chryslers 
aren't  due  in  U.  S.  showrooms  until  next 
fall,  but  they  already  look  like  winners 
to  car  watchers.  They'll  have  to  be  to 
gain  the  10%  to  U'/f  share  of  the  com- 
pact-car market  projected  for  each  of 
them  by  1996  (chart).  The  U.  S.  cars  are 
up  against  such  respected  competition  as 
Honda  Motor  Co.'s  Accord  and  Toyota 
Motor  Cor\).'s  Camry. 
TEST  DRIVE.  Indeed,  Japanese  models 
command  more  than  407'  of  the  2.3-mil- 
lion-unit  market  for  compact  cars.  Going 
after  those  sales  with  a  vengeance,  says 
Christopher  Cedergren,  an  analyst  with 
AutoPacific  Group  Inc.  in  Santa  Ana, 
Calif.,  "is  a  direct  attack  on  [Japanese 
carmakers']  pocketbooks." 

Ford  has  bet  a  bundle  on  its  new  cars, 
called  the  Ford  Contour  and  Mercury 
Mystique  in  the  U.  S.  and  the  Mondeo  in 
Europe.  The  auto  maker  spent  $6  billion 
developing  the  models'  new  high-tech  4- 
and  6-cylinder  engines,  slick  new  auto- 
matic and  manual  transmissions,  and 
three  distinct  body  styles.  The  European 
version,  on  sale  since  March,  already  has 
j  attracted  300,000  orders  in  a  slumping 
i  market.  "It's  a  superb  automobile,"  says 
I  Theodore  Shasta,  an  analyst  with  Loo- 


mis,  Sayles  &  Co.,  an  institutional  inves- 
tor that  owns  big  stakes  in  all  three 
Detroit  auto  makers.  Shasta  should 
know:  He  put  the  Mondeo  through  its 
paces  at  up  to  140  miles  per  hour. 

Chrysler's  approach  is  more  modest. 
It  is  spending  $900  million  on  its  cars, 
code-named  the  JA  line.  Chrysler  and 
Dodge  versions  will  come  first,  with  a 
Plymouth  variant  due  as  soon  as  six 
months  later.  All  three  will  share  en- 
gines and  transmissions  with  other 
Chrysler  products,  such  as  the  Neon 
subcompact.  But  they  have  all-new  chas- 
sis employing  the  same  innovative  "cab- 
forward"  styling  pioneered  by  the  suc- 


New  models  will  range  from 
about  $13,000  to  $16,000— a 
$2,000  to  $5,000  advantage 
over  Japanese  models 


cessful  LH  sedan.  This  approach  gives 
the  JA  as  much  interior  space  as  a  much 
larger  Taurus — a  big  plus  for  the  young 
families  these  cars  target. 

The  new  models  almost  certainly  will 
beat  Japanese  rivals  by  a  wide  margin 
on  price.  Company  officials  say  stickers 
will  range  from  about  $13,000  to  $16,000. 
That  will  translate  into  a  $2,000  to  $5,000 
advantage  over  comparably  equipped 
Japanese  models,  whose  prices  have  shot 
up  because  of  the  strong  yen.  The  entry- 
level  JA,  expected  to  come  with  a  $13,000 
sticker,  for  instance,  will  have  such  stan- 
dard goodies  as  air  conditioning  and  a 
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)ING  WARS  I 


HE  DEAL  FROM  HELL' 
EARS  ITS  DENOUEMENT 


nally  assertive  Paramount  board  sets  a  one-round,  sealed-bid  auction 


MIGHT  DAVIS  TIP  OFF  VIACOM? 


lor  someone  enmeshed  in  a  grim 
I  takeover  battle,  Sumner  Redstone 

seemed  almost  giddy  as  he  left  a 
ting  with  Wall  Street  analysts  on 

10.  Asked  where  he  thought  the 
ing  for  Paramount  Communications 

which  started  at  $69  per  share, 
Id  end,  Redstone  parried;  "Where  do 

think  it's  going  to  end?  $100  a 
e?  $120  a  share?" 

here  indeed?  The  chairman  of  Via- 
Inc.  is  mum  about  his  intentions, 
if  he  wants  to  defeat  a  rival  bid 
1  QVC  Network  Inc.,  Redstone  may 

to  ante  up  an 
donal  $1  billion 
0.  On  Dec.  14, 
imount's  board 
lirectors  issued 
elines  for  an 
ion  that  turns 
marathon  take- 
into  a  mad  dash 
16  finish  line, 
r  most  of  the 
oatants,  the 
d  couldn't  have 
1  soon  enough, 
r    nearly  100 

of  bids,  coun- 
ds,  accusations, 

lawsuits,  the 
mount  battle 
earned  a  sobri- 

rare  on  Wall 
2t:    The  deal 

hell.  Virtually 
lone  involved — 

Redstone  and 
mount  Chair- 
Martin  S.  Davis 
eir  lawyers  and  bankers — has  been 
;d  (table).  Even  the  image-buffers  at 
t  &  Co.,  the  public-relations  special- 
have  gotten  a  black  eye. 
'::T  REBUKE.  Among  those  most  dam- 
by  the  fight  are  Paramount's  11 
de  directors.  In  a  Nov.  24  decision 
iacom's  original  deal,  a  Delaware 
eery  Court  knocked  the  board  as  a 
L  group  who  let  Davis  spurn  QVC's 
<ie  bid  even  though  it  was  higher 
Viacom's  best  offer.  Now,  with  an 
on  that  adheres  to  the  court  ruling, 
l  oard  hopes  to  make  amends, 
•ramount  has  asked  Viacom  and  QVC 
liibmit  their  best  bids  by  Dec.  20, 

which  the  board  will  assess  both 
iinake  a  recommendation.  But  after  a 
iiand  contentious  board  meeting,  the 


directors  voted  to  allow  shareholders  to 
tender  their  shares  to  either  offer,  so 
long  as  the  bidders  stay  within  the 
guidelines.  As  a  result,  the  directors  and 
Chairman  Davis  have  surrendered  much 
of  their  control  over  the  process.  "This 
really  is  a  defeat  for  Marty  Davis,"  says 
John  Coffee,  a  corporate-law  professor 
at  Columbia  University. 

But  QVC  Chairman  Barry  Diller 
doesn't  see  it  that  way.  In  a  Dec.  15 
letter  to  Lazard  Freres  &  Co.,  which  is 
running  the  auction,  Diller's  lawyers 
harshly   criticized   Paramount's  guide- 


gaming  company  of  which  Redstone 
owns  24.9%,  said  it  bought  500,000 
shares  of  Viacom  in  September  and  Oc- 
tober. Viacom  says  it  knew  nothing  of 
the  purchases.  But  the  Illinois  Gaming 
Board  is  taking  the  Redstone  connection 
seriously  enough  to  make  it  part  of  a 
review  of  WMS's  application  to  supply 
gambling  equipment  to  Illinois  river- 
boats.  WM.S  declined  comment. 

As  part  of  its  ongoing  lawsuit  against 
Paramount  and  Viacom,  QVC  wants  to 
depose  Redstone  and  WMS  executives  to 
determine  whether  their  purchases 
boosted  Viacom's  stock  at  critical  points 
during  the  takeover.  Paramount's  board 
is  also  seeking  similar  data. 
"DISGUSTED."  In  the  miasma  of  embar- 
rassing conduct,  some  say  Redstone's 
actions  may  be  the  most  dubious.  "Sum- 
ner's stock-buying  behavior  has  disgust- 
ed people,"  says  one  prominent  banker 
outside  the  deal. 

Sounds  like  Redstone  could  use  some 


THE  PARAMOUNT  DEBACLE:  WHO  lOOKS  BAD 


PARAMOUNT  DIRECTORS 


Delaware  court  says 
board  was  overly  passive 
in  allowing  CEO  Martin 
Davis  to  dismiss  a  QVC 
bid 


PARAMOUNT  ADVISERS 


Court  says  Lazard 
Freres  didn't  adequately 
assess  QVC's  offer; 
Simpson,  Thacher  & 
Bartlett  opposed  talks 


SUMNER  REDSTONE 


He  and  WMS  Industries 
traded  in  Viacom  stock 
at  critical  times  before 
and  during  the  takeover 
battle 


KEKST  &  CO. 


Public-relations  firm  rep- 
resented both  Para- 
mount and  Viacom,  even 
after  the  interests  of  the 
companies  diverged 


lines.  One  QVC  adviser  says  the  board 
could  still  tilt  the  process  in  Viacom's 
favor.  Coffee  and  others  have  qualms, 
too.  With  only  one  round  of  sealed  bid- 
ding. Paramount  is  inviting  suspicion 
that  it  might  tip  off  Redstone  to  Diller's 
hand.  And  some  experts  argue  that  the 
board  should  have  hired  its  own  advisers 
to  weigh  the  offers.  As  it  stands  now, 
Lazard,  a  Paramount  adviser  criticized 
by  the  court  for  slighting  QVC's  earlier 
offers,  is  in  charge. 

Separately,  Diller  is  scrambling  to  cap- 
italize on  another  of  the  takeover's 
messy  sidelights:  The  trading  of  Red- 
stone and  one  of  his  investment  vehicles, 
WMS  Industries  Inc.,  in  Viacom  stock. 
Redstone  made  heavy  purchases  in  the 
months  before  the  deal,  while  WMS,  a 


good  PR.  But  he  can't  ask  Kekst,  the 
firm  that  until  recently  represented  both 
Viacom  and  Paramount.  Rival  PR  firms 
questioned  Kekst's  dual  role  from  the 
start.  And  President  Gershon  Kekst 
says  his  firm  stopped  working  for  Via- 
com on  Dec.  14,  after  his  clients'  inter- 
ests diverged.  Yet  Kekst  was  still  help- 
ing Paramount  to  publicize  the  auction 
even  as  it  fronted  for  Viacom  on  its  reac- 
tion to  the  news. 

"There  are  a  lot  of  competitors  who 
would  like  to  throw  stones  at  me,"  says 
Kekst.  "I  guess  I  have  to  have  a  thick 
skin  about  it."  When  you're  working  on 
the  deal  from  hell,  it  helps  to  have  the 
hide  of  an  armadillo. 

By  Mark  Landler  in  New  York,  with 
Richard  A.  Melcher  in  Chicago 
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LARRY, 

WE  HARDLY  KNEW  YE 


As  Polaroid's  key  recruit  leaves  after  a  week,  the  future  looks  fuzzy 


A year  ago,  Polaroid  Corp.  very 
puVjlicly  recognized  there  was 
more  than  instant  ijhotograi)hy 
to  its  future.  CEo  I.  MacAllister  Booth 
reorganized  the  company,  carving  out  an 
electronic-imaging  division  to  focus  on 
emerging  markets  for  advanced  comput- 
er scanners  and  snazzy  digital  cameras. 
There  was  one  piece  of  the  puzzle  miss- 
ing: an  experienced  electronics  executive 
to  run  the  business.  The  company 
launched  a  massive 
search  to  find  one.  # 

Polaroid  is  still 
searching.  The  Cam- 
bi'idge  (Mass.)  compa- 
ny thought  it  had  the 
job  filled  in  early  Oc- 
tober with  a  top  soft- 
ware executive  Booth 
had  courted  for  months. 
But  the  recruit,  Larry 
Gerhardt,  CEO  of  Test 
Systems  Strategies  Inc., 
quietly  left  Polaroid  af- 
ter less  than  a  week.  Ger- 
hardt says  he  was  "al- 
lowed to  back  out"  for 
personal  reasons.  A  com- 
pany spokesman,  I'espond- 
ing  to  written  queries 
from  BUSINESS  WEEK,  says 
Gerhardt  "never  really 
started  to  work  here." 
HELIOS  STALLED.  The  em- 
l)arrassing  departure 
leaves  Polaroid's  nascent 
electronics  division  with- 
out leadership  at  a  crucial 
time.  More  impoilant,  it 
raises  (juestions  about 
whether  the  company  is 
ready  to  enter  the  elec- 
tronic age.  Polaroid  ac- 
knowledges that  photo- 
graphic profits  can  .sustain 
the  company  for  only  a  few  more  years. 
But  Booth  also  has  pledged  to  lift  pretax 
operating  profits  to  at  lea.st  12%  of  sales, 
from  an  estimated  8%  this  year.  More- 
over, the  company's  first  major  foray 
into  electronics,  a  $200  million  invest- 
ment in  Helios,  an  innovative  dry-pro- 
cess imaging  system,  has  fallen  short  of 
expectations.  That  project,  say  several 
former  Polaroid  employees,  has  limited 
research  and  development  funding  avail- 
able for  other  electronics  ventures. 


Conrad  H.  Biber,  who  in  April  retired 
as  head  of  electronic-imaging  research, 
says  Helios  "has  taken  more  effort  and 
funding  than  anticipated.  Therefore,  the 
other  electronic-imaging  thrust  has  been 
falling  behiufl."  Indeed,  Biber  and  others 
say,  the  lack  of  financing  was  a  critical 
reason  l)ehind  Gerhardt's  depar- 
ture. Gerhardt  de- 
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TO  OFFSET  THE 
LONG  DROP 
IN  ITS  PHOTO 
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success.  "It's  one  of  the  hottest-sel 
photogi'aphic  items  of  the  Christmas 
son,"  says  David  Ritz,  president  of 
Camera  Centers  Inc.,  a  Beltsville  (IV 
chain  with  500  stores  nationwide. 

Analyst  Brenda  Lee  Landry  of  IV 
gan  Stanley  &  Co.  says  Captiva  she 
end  a  six-year  slide  in  camera  sa 
pushing  unit  volume  up  400,000 
year,  to  4.4  million.  The  resulting 
revenues  are  a  big  reason  Polaroid  e 
ings  are  expected  to  jump  40%,  to 
million  from  just  $30  million  a  year 
in  the  cjuarter  ending  Dec.  3L  And 
looks  even  better:  Earnings  could 
30%,  to  $140  million,  for  the  year. 
But  Polaroid  is  strugghng  wit 
series  of  Helios  missteps.  Sta 
for  two  years  by  engineering  gli 
es,  the  system  was  finally  ship 
in  March— jus 
hospitals  were 
ting  back  on  ec 
ment  purcha 
Helios  should 
erate  just  $10 
lion  in  sales 
year— well  be 
the  $25  million 
lysts  originally 
pected.  Meanwl 
Xerox  Corp. 
disclosed  plans 
team  with  3M 
Bayer's  Agfa  to  d^ 
er  similar  dry-pro 
technology. 

Polaroid  says  its 
lios  problems  are 
mostly  to  weak  dem 
"Ther-e  can  be  no  den 
the  negative  impact  oil 
current  economic  dim 
says  the  company  spc 
man.  But  customer  s 
faction  is  "extraordin; 
high."  And  Booth  has  pi 
ised  to  bring  Helios  laser 
nology  to  the  printing  in 
try  sometime  next  year. 

As  long  as  Helios  fah 
though.  Booth  will  be 
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nies  that,  but  analysts  say  Polaroid  will 
have  to  scrimp  to  meet  its  ambitious  fi- 
nancial goals.  As  a  i-esult,  "there's  still  a 
question  long-term  whether  they  can 
crank  up  these  new  businesses  to  cover 
the  decline  in  instant-photography  prod- 
ucts," says  Peter  J.  Enderlin  of  Smith 
Barney  Shearson. 

Short  term,  things  look  better.  Po- 
laroid's new  Captiva,  a  compact,  point- 
and-shoot  instant  camera  introduced  in 
U.  S.  stores  in  September,  is  a  snappy 


h 

pressed  to  generate  the  so 
pi'ofits  needed  to  fund  new 
tronics  investments.  Tliat  ( 
hurt  his  efforts  to  revamp 
laroid's  staid,  cautious  culture  to  com 
in  mai-kets  where  product  life  cycles 
months  rather  than  years.  "Cmrent 
agement  very  much  appreciates  the 
to  accelerate  the  pace  of  change," 
Carl  J.  Yankowski,  a  highly  respe 
mai'keting  executive  who  himself  lef 
laroid  torn-  weeks  ago  to  become  pres: 
of  Sony  Electronics  Inc.  Booth's  pro 
seems  to  be  keeping  the  people 
might  make  that  change  happen. 

By  Gary  Mc  Williams  in  Bi 
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IX  CEO  ROGERS,  Tl  CEO  lUNKINSt  A  PABINERSHIP  THAT  WENT  SOUR 


frRIX  IS  GOOD  AT  CLONING 
)URT  CASES,  TOO 


drmished  with  Intel.  Now,  it's  battling  Texas  Instmments 


lor  a  small  company,  chipmaker 
I  Cyrix  Corp.  sure  makes  big  ene- 
mies. Having  dumped  some  $12 
3n  into  various  legal  fights  with  In- 
lorp.  in  recent  years,  the  $73  million 
company  now  has  another  big 
troom  rival  in  $8  billion  Texas  In- 
nents  Inc.  And  Tl  was  supposed  to 
Cyrix  partner. 

1  Dec.  12,  a  long-smoldering  dispute 
een  the  two  Dallas  companies  final- 
ew,  with  a  lawsuit  and  countersuit 
ng  in  a  matter  of  hours.  That  ended 
irlong  effort  to  patch  up  differences 
ming  from  a  1991  deal  aimed  at 
bing  a  chunk  of  Intel's  lucrative  mo- 
ly  in  microprocessors  for  personal 
mters.  The  agreement  called  for 
{,  with  no  factory  of  its  own,  to 
ide  Tl  with  its  designs  for  clones  of 
microprocessors.  Tl  then  would 
the  microprocessors  and  resell 
(  of  them  under  its  own  label. 
IGN  SLAVES."  For  Cyrix,  Tl  had  a 
r  advantage  as  a  partner:  a  cross- 
sing  agreement  with  Intel  giving  it 
egal  right  to  build  clones  of  Intel's 
oprocessors.  Cyrix  figured  that 
d  strengthen  its  defense  against  In- 
'Vhich  has  a  suit  pending  charging 
:  with  patent  infringement. 
'W,  the  Cyrix-Tl  relationship  is  in  a 
ibles.  Tl  has  sued  Cyrix  for  not  pro- 
g  it  with  its  latest  designs  for 
s  of  Intel's  486  processor.  Cyrix 
s  it  terminated  the  partnership  on 
28  because  Tl  had  breached  the  con- 


tract by  not  producing  enough  Cyrix 
chips.  Cyrix'  countersuit  asks  for  an  in- 
junction forcing  Tl  to  stop  using  Cyrix 
designs.  "We  don't  think  they  should  be 
using  our  intellectual  property  without 
any  benefit  to  us,"  says  Cyrix  CEO  Ger- 
ald D.  Rogers,  a  16-year  Tl  veteran.  "We 
refuse  to  be  their  design  slaves." 

What  happened?  A  vaguely  worded 
contract  led  to  conflicts  that  heated  up 
last  year.  Cyrix  pressed  Tl  to  step  up 
manufacturing  on  its  Intel  clones;  at  the 
time,  Intel  was  struggling  to  keep  up 
with  ravenous  demand  for  the  chip.  In- 
stead, Tl  and  Cyrix  both  say,  Tl  focused 
on  producing  its  own  products.  Cyrix  ex- 
ecutives felt  betrayed. 

Tl  confirms  that  a  shortage  of  capacity 
limited  the  number  of  Cyrix  chips  it 
could  make,  but  says  the  contract  did 
not  require  it  to  produce  a  specific 
amount.  "We've  gone  through  a  year  of 
negotiations  and  believe  we've  lived  up 
to  every  thing  you  can 
live  up  to  in  a  contract," 
says  Tom  Engibous, 
head  of  Tl's  Semicon- 
ductor Products  Group. 

But  Cyrix  claims  Tl  is 
a  major  reason  its  de- 
signs have  garnered 
only  a  sliver  of  the  PC 
microprocessor  market: 
Tl,  it  says,  filled  less 
than  40%  of  its  orders. 
Rogers  also  says  Tl 
threatened .  lawsuits  de- 
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manding  rights  to  Cyrix'  technology  just 
as  the  smaller  company  was  preparing 
its  initial  public  offering  last  spring. 

Tl's  response?  Vice-Chairman  William 
"Pat"  Weber  said  in  a  statement  that 
both  sides  have  discussed  filing  lawsuits. 
In  fact,  he  says,  the  companies  have 
penned  seven  standstill  agreements 
since  July  in  an  unsuccessful  effort  to 
ward  off  litigation. 

Despite  the  tussle,  Cyrix'  stock  has 
done  pretty  well.  Its  shares  shot  up  30%, 
to  $20.75  a  share,  on  July  16,  the  day  of 
its  $29.8  million  initial  public  offering. 
Its  shares  now  trade  around  $24.  And 
lately,  Cyrix'  actions  hint  of  a  company 
emboldened  by  success.  It  recently  pro- 
voked a  lawsuit  from  Intel  by  printing  T- 
shirts  that  mocked  the  company's  "Intel 
Inside"  marketing  campaign.  In  the 
doner's  version  of  Intel's  logo,  "Intel 
Inside"  is  replaced  by  the  word:  "Ditto." 

Many  analysts  think  that  Cyrix  may 
be  just  as  well  off  without  Tl.  Rather 
than  try  to  leverage  the  Tl  deal  into  big 
royalties,  Cyrix  should  focus  on  higher- 
margin  advanced  chips,  such  as  a  clone 
of  Intel's  new  Pentium  chip  slated  for 
release  next  year,  they  contend.  Tl,  with- 
out Cyrix'  product  development  costs  to 
amortize,  could  afford  to  target  sales  to 
price-sensitive  PC  doners  such  as  Canon 
and  Lucky  Goldstar.  The  rub  for  Cyrix: 
that  dragged  down  prices  of  its  chips  by 
40'/'  or  more  in  the  past  year. 
SUDDEN  STOP.  Still,  Cyrix  has  hurdles  to 
overcome.  Even  Rogers  admits  the  com- 
pany will  probably  have  to  give  any  new 
partner  some  marketing  rights  to  its 
chips,  as  it  did  with  Tl.  That  will  proba- 
bly mean  continued  cut-price  competition 
and  pressure  on  earnings,  which  dipped 
from  $4.9  million  in  the  third  quarter 
from  $7.2  million  the  quarter  before. 

As  for  Tl,  analysts  figure  Cyrix-based 
chips  make  up  only  about  of  its  sales. 
Still,  losing  access  to  these  designs  could 
put  the  brakes  on  a  key  strategy — to 
meld  Intel-compatible  microprocessors 
with  its  other  chip  technologies  to  crank 
out  custom  PCs-on-a-chip.  The  company 
hints  it  may  develop  its  own  chip-clone 
technology  or  look  for  another  partner. 

Meanwhile,  the  legal  sparring  be- 
tween Tl  and  Cyrix  should  be  juicy.  Un- 
der CEO  Jerry  R.  Junkins,  Tl  has  been 
highly  aggressive  in 
court,  winning  billions 
of  dollars  in  royalty 
payments  from  competi- 
tors such  as  Japan's  To- 
shiba Corp.  And  Cyrix 
has  proved  no  slouch  in 
its  battles  with  Intel. 
Trouble  is,  in  future  Da- 
vid-and-Goliath  fights, 
Cyrix  will  have  two  Go- 
liaths  to  deal  with. 

By  Peter  Burrows  in 
Dallas 
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Commentary/by  Howard  Gleckman 

GROWTH  MEANS  INFLATION:  CAN  ANYTHING  KILL  THIS  MYTH? 


"/  am  not  opposed  to  growth.  I  am 
opposed  to  inflation.  They  are  not 
synonymous. " 

— Federal  Reserve  Vice-Chairman  Da- 
vid W.  Mullins  Jr. 

Coming  from  a  Washington  policy- 
maker, that's  heresy.  For  nearly 
30  years,  economic  wisdom  has 
held  that  solid  growth  always  brings 
inflation.  Like  love  and  mar- 
riage, horse  and  carriage, 
and  Beavis  and  Butt-head, 
you  can't  have  one  without 
the  other. 

Although  a  generation  of 
economists  and  bond  traders 
has  accepted  this  orthodoxy, 
there  is  no  evidence  that  it 
is  true.  Explosive  growth 
may  kick  off  inflation,  and  a 
prolonged  slump  can  erode 
prices.  But  does  a  steady  ex- 
pansion inevitably  mean  a 
burst  of  higher  wages  and 
prices?  Hardly. 

The  bond  market,  howev- 
er, remains  wedded  to  the 
notion  that  it  does.  And  its 
inflation  fears  threaten  to 
push  up  interest  rates,  chok- 
ing off  growth.  Until  the 
early  1970s,  long-term  inter- 
est rates  averaged  just  two 
or  three  percentage  points 
above  inflation.  But  in  the 
mid-'70s,  bondholders  were  badly 
burned  by  explosive  inflation.  Rates 
soared,  and  by  1984,  AAA  corporate 
bonds  were  paying  a  staggering  after- 
inflation  yield  of  8.4?f .  Real  rates  have 
been  declining  ever  since,  but  even  af- 
ter three  years  of  recession  and  slug- 
gish economic  growth,  corporate  rates 
are  still  above  A7(,  while  30-year  Trea- 
suries pay  a  3.57^  inflation  prerriium. 
"NO  TRADE-OFF."  Earlier  this  fall,  it 
seemed  that  inflation  fears  were  final- 
ly being  wrung  out  of  the  markets. 
But  in  recent  months,  the  economy 
suddenly  started  looking  strong.  And 
the  bond  market  headed  south,  even 
though  the  consumer  price  index  is  in- 
creasing at  a  modest  2.7%  annual  rate. 

No  matter  that  oil  prices  are  below 
$15  a  barrel  and  dropping,  that  wages 
are  flat,  and  that  many  manufacturers 
still  can't  make  price  hikes  stick.  No 
matter  that  Europe  and  Japan  are 
mired  in  slumps.  The  U.  S.  economy  is 


expanding,  and  bond  traders  "are  al- 
ways going  to  assume  that  growth 
means  more  inflation,"  says  Donald 
Ratajczak,  an  economist  at  Georgia 
State  University. 

Yet  even  those  forecasters  who  ex- 
pect hefty  price  increases  in  the  next 
year  think  inflation  fears  may  be  over- 
blown. Conference  Board  economist 
'liiil  T>.  Fuslc)-  fiL!'iin's  itiflatinii  will  ac- 


celerate by  more  than  a  percentage 
point,  to  3.97,  by  this  time  next  year. 
But  she  thinks  that  will  be  merely  a 
return  to  normal  levels  after  two  years 
of  disinflation:  "There  just  is  not  the 
strength  in  the  world  economy  to  begin 
an  inflationary  cycle." 

And  even  Federal  Reserve  Governor 
Wayne  D.  Angell,  an  inflation  hawk, 
dismisses  fears  that  growth  must  lead 
to  spiraling  wages  and  prices.  "Over 
the  long  term,  there's 
no  trade-off,"  he  says. 

Until  the  late  1950s, 
few  believed  in  such  a 
linkage.  But  in  1958, 
an  obscure  New  Zea- 
land economist  named 
Alban  William  Hou- 
sego  Phillips  speculat- 
ed that  growth  would 
produce  higher  wages. 
Phillips,  an  unassum- 
ing     sort,  never 
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claimed  any  hard-and-fast  relationsh 
And  he  never  did  a  rigorous  statistk 
analysis  to  prove  his  point. 

But  Phillips'  idea  somehow  evolv 
into  the  economic  equivalent  of  sto: 
tablets.  To  this  day,  as  soon  as 
economy  begins  a  healthy  expansic 
hands  start  wringing  in  fear  of 
dreaded  "Phillips  curve,"  which  is  si 
posed  to  show  the  link  to  wage  hik( 
There  isn't  much  good 
idence  that  steady  grow 
ever  really  caused  inflatk 
But  more  important,  it  m 
be  that  fundament 
changes  in  the  economy 
eluding  productivity  gai 
and  expanding  global  m; 
kets,  are  making  the  conn( 
tion  more  tenuous  th 
ever. 

VIGILANCE.  The  stagflati 
of  the  1970s  showed  that 
was  all  too  possible  to  ha 
prices  rising  at  a  punishi 
10%  a  year  in  a  sick  ecoi 
my.  Then,  in  the  mid-198 
the  U.  S.  enjoyed  moder 
ing  wages  and  prices  ev 
as  the  economy  grew  at 
healthy  3.5%  pace.  After 
that,  you  might  think  t\ 
people  would  have  seco 
thoughts  about  the  conn 
tion.  Not  so. 
What  will  it  take  to  fir 
ly  wring  inflationphobia  out  of 
markets?  To  start  with,  the  Fed 
have  to  show  that  it  is  still  vigila 
probably  with  a  bit  of  monetary  tig 
ening  early  in  the  coming  year.  Fede 
policymakers  will  have  to  continue 
ducing  the  budget  deficit  (page 
And  the  markets  will  probably  have 
see  a  sustained  period  of  steady,  p 
ductivity-driven  economic  growth  wi 
out  runaway  inflation  before  be 
traders  become  beli 
ers.  Maybe  then  tl 
will  come  to  unc 
stand  that,  with  ap< 
gies  to  songwri 
Sammy  Cahn,  you 
have  one  without 
other. 
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tt  an  eta  of  loweted  expectations, 

I  Rowe  Price  introduces 
1  contrarian  point  of  view. 


resenting  the  new  Summit  Funds. 

Rowe  Price  believes  that  even  in  these  "settle  for  less  90s,"  mutual  fvmd 
vestors  deserve  the  opportunity  to  achieve  higher  investment  performance 
ithout  giving  up  service.  Which  is  why  we've  designed  an  investment 
tportunity  to  meet  higher  expectations. 

Igher  returns  through  lower  costs.  Our  new  Summit  family  of 
i-load  income  and  municipal  funds  employ  a  low-expense  strategy  to  achieve 
gher  returns.  A  rninimum  balance  of  $25,000  allows  the  funds  to  operate 
ore  efficiently.  The  resulting  savings  are  passed  along  to  you  in  the  form  of 
gher  returns. 

11  compromise  in  service.  You  can  expect  service  that  will  help  you 
anage  your  investments.  Our  highly  trained  fixed-income  service  represen- 
ives  will  not  only  handle  your  transactions,  but  also  provide  information 
out  fixed-income  markets  and  investing. 

B'li  keep  you  well  informed.  In  addition  to  quarterly  reports,  you'll 
:eive  topical  market  information  in  our  newsletter.  The  Credit  Markets,  and 
e  convenient  consohdated  monthly  statement  of  your  T.  Rowe  Price 
/estments. 


I  a  la  carte  fees.  UnHke  other  low-expense  funds,  there  are  no  additional 
;s  for  any  of  our  services.  All  Summit  Funds  offer  free  checlcwriting,  no 
arges  for  redemptions  or  exchanges,  and  all  are  100%  no  load. 

in't  settle  for  less.  Pursue  higher  returns  and  receive  the  service  you 
serve.  Call  today  for  more  information  and  a  free  investment  Idt. 

mil  today  for  a  free  kit.  1-800-341-1217. 


The  T.  Rowe  Price 
Summit  Funds 

Income  Funds 
Cash  Reserves 
Limited-Term  Bond 
GNMA 

Municipal  Funds  * 

Municipal  Money 
Market 

Municipal 
Intermediate 

Municipal  Income 


Achieving  higher 
yields  through 
lower  expenses. 


Invest  WifJi  Coiifiden 

T.Roweftice 


ime  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Yields  and  share  prices  of  bond  funds  will  vary  with 
■rest  rate  changes.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
5fully  before  you  invest  or  send  money  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  SMM020533 
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INVESTMENTS! 


ROCKS 

ON  THE  BLOCK 


Move  over,  Old  Masters.  The  auction  houses  reset  the  jewelry  market 


Impoftant  weddings  are  scheduled  to 
take  place  soon  in  Saudi  Aral)ia.  The 
elite  set  of  Hong  Kong.  Taiwan,  Sin- 
gapore, and  the  rest  of  Southeast  Asia  is 
suddenly  getting  richer— and  V)igger.  Chi- 
na's rags-to-riches  capitalists  are  diversi- 
fying their  assets.  The  Sultan  of  Brunei, 
the  wealthiest  person  in  the  world,  is  in- 
volved, of  course.  It's  the  holiday  season 
in  the  West,  and  wealthy  Americans 
and  Europeans  are  feeling  flush. 

Add  together  all  these  goings-on 
among  the  monied  classes,  and  it 
makes  foi-  a  huge  siu'ge  in  demand 
for  important,  f)ig-ticket  gems  - 
and   jewelry— the  stunners 
that  cost  hundreds  of  thou- 
sands, even  millions  o 
doHars.    "People  are 
throwing  around  mon-  , 
ey   like   it's  pocket 
change,"  says  New 
York  diamond  deal- 
er Saul  Goldlierg. 

Surprisingly,  a 
lot  of  that  cash  is 
landing  at  Sothe- 
by's and  Christie's, 
best  known  as  art 
auctioneers.  During 
1993,  the  two  com- 
panies sold  a  record 
$365.3  million  worth 
of  gems  and  jewelry— 
up  40%  (chart).  Jeweh'y 
far  surpassed  the  auc- 
tioneers' sales  of  Old  Mas 
ters,  contemi)orary  art,  and 
every  other  line  of  lousiness  ex- 
cept Impressionist  and  Modern 
l)aintings. 

CERTAIN  MYSTIQUE.  High-end  jewelry  auc- 
tions have  heen  strong  virtually  every- 
where, but  especially  in  Cieneva.  During 
one  mid-Noveml)er  week,  liuyers— large- 
ly Arabs  and  Asians— competed  mightily 
for  the  lots  on  offer  there.  A  l(M).36-carat 
flawless  diamond  fetched  $11.88  million 
at  Sotheby's,  and  the  78.54-carat  'Arch- 
duke Joseph"  diamond  ring  brought 
$6.46  million  at  Christie's.  "In  the  world 
of  gems,  there's  no  hotter  place  to  l)e 
than  Geneva  for  the  late  fall,"  says  Hen- 
ry Barguirdjian,  president  of  Van  Cleef 
&  Arpels  Inc.,  the  U.  S.  branch  of  the 
Parisian  jeweler.  He  credits  the  auction- 
eers with  creating  a  mystique  about 
buying  jewels  at  auction. 


These  si)ectacular  auction  successes 
ai'e  rearranging  the  top-of-the-line  jewel- 
ry business.  More  private  i^uyers  are 
heading  directly  to  the  auction  rooms 
to  buy  baubles,  not  to  Harry  Winston 
Inc.,  Tiffany  &  Co.,  or  other  posh  jewel- 
ers. "Of  course,  this  impacts  our  busi- 
ness," says  Barguirdjian,  who  was  hired 
last  summer  to  beef  up  Van  Cleef  s  mar- 
keting efforts.  Jewelers  are  getting  hit 


THIS  CULTURED  PEARL  NECKLACE  SOLD  AT 
SOTHEBY'S  FOR  $1,212,500  ON  OCT.  20 

by  the  new  competition  just  as  sales 
are  rebounding  after  several  tough 
years. 

At  the  other  end  of  the  chain,  gem- 
cutters  and  manufacturers  are  bypassing 
the  retailers,  too,  putting  their  biggest 
and  best  pieces  directly  on  the  auction 
block.  The  practice,  while  not  unheard  of 
in  the  past,  is  much  more  common  now. 
"The  advantage  you  have  is  that  the 
auctioneers  cover  the  entire  world,  and 
your  diamond  gets  greater  exposure," 


says  Louis  Click,  a  50-year  veteran 
the  diamond  business. 

Neither  auctioneer  will  say  just 
much  jewelry  is  coming  directly  ti 
the  trade,  but  they  confirm  that  it 
lot."  The  cutters  and  manufacturers 
warmed  to  the  idea  because  they're 
ting  paid  faster.  In  the  past,  retail  je\ 
ers  usually  bought  gems  outright, 
the  recessionary  climate  forced  man 
them  to  procure  stones  on  consignm( 
As  a  result,  the  dealer  or  manufacti 
didn't  get  paid  in  full  until  the 
was  sold.  And  that  can  take  even  Ion 
than  the  three  to  four  months  dea' 
usually  wait  between  agreeing  to  pi 
stone  up  at  auction  and  getting 
within  30  days  of  the  sale.  The  only 
tion  risk:  If  a  piece  doesn't  sell,  ev' 
one  knows. 

SERVICE,  TOO.  The  auctioneers  need 
l)oost  they're  getting  from  jewelry: 
though  art  sales  are  starting  to 
again  after-  three  years  of  decline 
will  be  a  while  before  paini 
prices  return  to  their  198 
peaks  (page  132).  And  t 
clients  are  proving 
ceptible  to  cross-mar 
ing.  "We  want 
collectors]  to  buy 
"TL^  elry  at  auction, 

they  don't  tradit 
^  ally  think  of  us 

that,"  says  Dian; 
Brooks,  chief  ex 
five   of  Sothe 
worldwide  auc 
business.  In  the 
ture,  there  migh 
a  reverse  flow, 
"Asian  wealth  wil 
into  jewelry  befoi 
goes  into  Western 
declares  John  D.  Bl 
Sotheby's  jewelry  exp 
No  wonder  the  auc 
Wj^m      houses  are  leaving  few  sU 
unturned  to  develop  the  jew 
)usiness.  To  broaden  the  mar 
they're  taking  jewels  on  around- 
world  tours  and  throwing  parties 
prospective  clients.  They're  buih 
sales  around  famous  design  houses, 
as  Cartier  and  Bulgari,  and  inaugTirs 
sales  in  new  locations.  Christie's,  for 
ample,  held  a  small  sale  in  Taiwa 
October.  And  Sotheby's  is  stressing 
vices:  It  now  cleans  jewels,  restr 
pearls,  and  makes  stoi-age  boxes  for 
pieces.  All  these  efforts  parallel  v 
the  auctioneers  did  over  the  past  dc'd 
to  lure  art  collectors  into  the  aucpi 
rooms. 

Obviously,  it's  working  again, 
ijuestion  now  is,  how  long  will  it  la;K 

By  Judith  H.  Dobrzynski,  with 
T.  Smith,  in  New  York 
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With  The  Lowest  Cost-Per-Copy?  You  Need 
J- Plan  For  Fax."b„w,,sh 

Championship  Coach 


AMfRKA'S 


In  football,  you  concentrate  on  winning  a  few 
yards  at  a  time.  In  business,  it's  pennies. 
That's  why  Sharp,  the  #1  fax  company, 
has  a  Winning  Game  Plan  for  business. 

A  booklet  that  can  help  you  find  the 


plain  paper  fax  with  the  lowest  cost-per-copy 
in  the  industry. 

Like  Sharp's  FO-5400  Plain  Paper  Laser  Fax  - 
with  a  1 5,000  copy  toner  cartridge  that  can  last  years, 
not  months.  Plus  advanced  features  like  collated 
output,  500  sheet  paper  capacity.  A  six  second  trans- 
mission speed.  And  an  industry  first  -  the  FO-5400 
is  the  only  fax  machine  available  that  permits  you  to 
fax  two  sided  documents. 

And  Sharp's  FA.S.T.  remote  maintenance  system 
that  actually  places  its  own  service  calls. 

So  if  you're  committed  to  squeezing  more  '/u 
value,  more  productivity  out  of  every  penny, 
call  for  Sharp's  Winning  Game  Plan  booklet 
today.  Or  fax  1-800-3-SHARP-3. 

It'll  put  you  right  where  you  want 
to  be.  In  the  winning  position. 

CALL  1-800-BE-SHARP  FOR 
YOUR  WINNING  GAME  PLAN  FOR  FAX. 


REAL  ESTATE 


4  ';3r^:F=?g;^;^jr^ 

MITSUBISHI  BANK'S  $360  MILLION  LOAN  ON  THE  HYATT  WAIKOLOA  SOLD  FOR  $S2  MILLION 


A  SUSHI  SPECIAL 
FOR  BOTTOM-FISHERS 


Japan's  banks  are  selling  a  chunk  of  their  vast  U.S.  real  estate  loans 


L 


It  looked  a  lot  like  any  one  of  the 
dozens  of  real  estate  deals  that 
Southern  California  developers  Shel- 
don M.  Gordon  and  Randy  Brant  see 
every  month.  But  there  was  something 
special  about  the  transaction  that  bank- 
ers at  Morgan  Stanley  &  Co.  brought 
them  last  summer.  Eager  to  rid  itself  of 
a  defaulted  $94  million  loan  on  the 
640,000-square-foot  Scottsdale  Galleria 
outside  Phoenix,  Morgan's  client  was 
willing  to  take  less  than  $20  million  in 
cash  for  the  shopping  center  that  had 
cost  $130  million  to  build.  "An  incredibly 
good  deal,"  Brant  boasts. 

As  impressive  as  the  price  was  the 
name  of  the  seller:  Mitsubishi  Bank  Ltd. 
Like  most  Japanese  banks,  Mitsubishi 
hasn't  engaged  in  the  real  estate  sell- 
offs  with  which  U.  S.  banks  have  purged 
their  balance  sheets  for  the  past  two 
years.  No  more:  Advisers  to  Japanese 
banks  say  their  clients  are  accelerating 
efforts  to  unload  big  chunks  of  the  more 
than  $50  billion  in  U.  S.  real  estate  loans 
they  now  hold  (chart).  In  fact,  their  total 
exposure  to  U.  S.  real  estate,  including 
loans  made  by  parent  companies  in  Ja- 
pan, comes  to  about  $200  billion. 
MULTIPLE  SALES.  Japanese  banks  have 
some  real  losers  on  their  hands.  Jack  R. 
Rodman,  managing  partner  at  account- 
ing firm  Kenneth  Leventhal  &  Co.,  esti- 
mates that  the  value  of  hotels  and  office 
buildings — which  back  the  bulk  of  Japa- 


nese real  estate  loans  in  the  U.  S. — has 
fallen  by  as  much  as  40'A  since  1985. 
Sales  by  Japanese  banks  of  such  trou- 
bled assets,  he  says,  could  reach  $20  bil- 
lion over  three  years. 

Even  the  biggest  Tokyo  banks  are 
feeling  pressure  to  clean  up  their  U.  S. 
acts.  The  Japanese  government  is  urg- 
ing lenders  to  get  rid  of  problem  real 
estate  assets  so  they 
can  make  new  loans  to 
help  revive  the  mori- 
bund domestic  economy. 
"The  soundness  of  the 
Japanese  financial  sys- 
tem is  in  question,"  says 
Hideki  Mitani,  director 
of  First  Boston  Corp.'s 
Japanese  financial-insti- 
tutions group.  New  Fed- 
eral Reserve  rules, 
moreover,  require  for- 
eign banks  with  U.  S. 
offices  to  quickly  write 
down  nonperforming 
loans. 

The  pace  of  activity  already  has 
picked  up.  Real  estate  investment  bank- 
ing firm  Sonnenblick-Goldman  Co.  is  cur- 
rently peddling  office  buildings  in  Bos- 
ton and  Rochester,  N.  Y.,  for  Sanwa 
Bank  Ltd.  In  November,  Colony  Capital 
Inc.  and  Hilton  Hotels  Corp.  paid  Mitsu- 
bishi Bank  an  estimated  $52  million  for 
its  $360  million  loan  on  the  ultra-luxuri- 


BOWING  OUT 


▲  BimONS  OF  DOLLARS 

DALA  FEDERAL  RESERVE  BANK  OF  SAN  FRANCISCO 


ous  Hyatt  Regency  Waikoloa  reso 
Two  months  earlier,  a  partnership 
eluding  Morgan  Stanley  Real  Estate 
vestment  Fund  bought  the  Doral  Tel 
ride  Resort  &  Spa  from  Sumitomo  Tri 
&  Banking  Co.  for  $27  million.  Japane 
banks  "are  a  lot  further  along  in 
dressing  this  than  people  think,"  sa 
Robert  E.  Upton,  vice-president  for  n 
estate  at  Sakura  Bank  Ltd. 

Investment  bankers  also  are  struct! 
ing  deals  to  sell  off  multiple  assets 
once.  Last  June,  Union  Bank,  a  U 
subsidiary  of  Bank  of  Tokyo  Ltd.,  s( 
more  than  $100  million  in  real  est 
loans  and  properties  to  a  private  inve 
ment  group.  And  Stephen  A.  Roth,  pre 
dent  of  Los  Angeles-based  Secured  Ca 
tal  Corp.,  says  his  firm  has  assignmei 
to  sell  $200  million  worth  of  single- 
multijjle-asset  real  estate  portfolios. 
DEEP  STUDY.  A  wholesale  sell-off  is 
likely.  Uniike  their  American  peers,  w 
have  largely  dumped  their  probk 
loans,  many  Japanese  bankers  still 
long-term  potential  in  the  U.  S.  mark 
Some  are  exploring  partnerships  w 
U.  S.  investors  that  would  allow  them 
get  bad  loans  off  the  books  while  ma; 
taining  an  interest  in  the  assets.  I 
Angeles-based  Solus  Properties,  for 
ample,  is  negotiating  to  buy  about  $! 
million  of  loans  and  foreclosed  real 
tate  from  a  Japanese  bank,  according 
real  estate  sources.  The  bank  would  j 
a  portion  of  future  returns  on  the  pr 
erties  above  a  negotiated  floor. 

Banks  may  be  backing  out  of  the  U 
cautiously.  Back  in  Tokyo,  though,  re] 
lators  are  pushing  for  a  U.  S.-style  m 
ket  for  real  estate  debt.  The  demand 
expertise  gives  Japanese  banks  extra 
centive  to  attempt  more  U.  S.  deals, 
deed,  First  Boston's  Mitani  says  he  1 
talked  with  several  J 
anese  clients  abc 
securitizing  thinly  pi 
itable  American  loa 
"Eventually,"  he  sa 
"they  can  use  th 
techniques  in  Japan 
give  liquidity  to  the  J 
anese  market." 

Japan  may  get  m 
than  Yankee  ingeni 
out  of  such  activity: 
may  import  Yanl 
buyers.  Hitoshi  Ka 
ma,  a  senior  econon 
at  Industrial  Bank 
Japan  Ltd.,  says  he 
been  getting  visits  from  investm 
bankers  looking  to  hook  up  U.  S.  \n\ 
tors  with  bank  assets  backed  by  Js 
nese  real  estate.  Tokyo  buildings  ow 
by  Americans:  An  inevitable  turn,  ] 
haps,  to  Japan's  1980s  buying  binge. 

By  Ami/  Barrett  in  Los  Angeles, 
Suzattne  WooUey  in  New  York  and  La 
Hoi  yoke  in  Tokyo 
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Even  capital 
has  a  capital. 


I  N  E  W    Y  O  R 


Trading 
volume 


o 


X  c 


G  E 


Capilal  \  /  Total  nuirkcl  ^ 
raised  N — (  eapitalization 


It's  the  New  York  Stock  Exchange,  the  world's 
largest  equity  market.  Under  one  roof  you'll  find 
a  market  value  of  34.5  trillion,  more  than  four  times 
all  other  U.S.  markets  combined.  Which  means  that  when 
people  want  to  invest  their  savings,  they  turn  to  the 
NYSE.  And  when  companies  want  to  finance  their 
growth?  This  year  alone,  more  than  336  billion  in 
new  equity  capital  has  been  raised  by  initial  public 
offerings  on  the  NYSE,  nearly  three  times  all  other 
U.S.  markets  combined.  And  more  companies  have  listed 


and  more  shares  have  been  traded  than  in  any  other 
year  in  our  201-year  history.  We  have  gotten  to 
where  we  are  by  following  one  simple  rule:  The 
investors'  interest  comes  first.  Our  auction  market 
system  is  designed  to  ensure  the  best  possible  price 
on  transactions,  and  our  regulatory  system  requires 
that  all  trading  is  done  openly,  fairly  and  with  equal 
preference  to  all  investors,  large  or  small.  It  is  not 
a  difficult  concept,  but  it  works.  It  works  for  our 
country.  It  works  for  business.  It  works  for  you. 


Not  just  a  place. 


THE  NEW  YORK  STOCK  EXCHANGE 


A  way  of  doing  business. 


the  News 


HEROES  AND  HAS-BEENS 


From  the  boardroom  to  the  breakfast  nook,  there's  a  new  feel  to  '94 


A little  guarded  optimism,  anyone?  We're  staring  1994  in 
the  eye,  and  things  aren't  looking  so  bad.  Ross  Perot  is 
silenced  for  now,  and  Madonna  is  finally  passe-this  time  we 
promise.  Hillary,  meanwhile,  is  on  a  roll.  The  easy-living, 
back-to-basics  thing  seems  to  be  holding  fast.  Sears  is  i^opular 


once  again.  Ditto  IBM.  Even  doughnuts.  But  these  are  t 
'90s,  remember,  and  times  are  still  lean.  Tax  increases 
looming,  making  pizza  a  far  better  choice  than  a  five-cou: 
state  dinner.  Even  Princess  Di  finds  herself  on  a  budget, 
well.  At  least  the  Internet  is  still  free. 


MOTOWN'S  IN  MOTi 


^   \4  ^    ^    ^   %  ; 


TAKE  US  TO  YOUR  THIRD  GRADER 


HAPPILY  EVER  i^AFTA 


v'OWER  NOSH  '94 


WHAT'S  IN 


B  U  S  I 

Sears 
The  Internet 
Detroit 
Stock  deals 
Fidelity 
IBM  PCs 
Outsider  CEOs 
Growth  strategies 
Portfol  lo  careers 
Teams 
Hillary 

SOCIAL 

Susan  Powter 
Timberlands 
Ru  Paul 

Feel-good  family  flicks 
Letterman 
Burpee  Seed  catalog 
Ice  beer 
Mighty  Morphins 
Rotisserie  chicken 
Mexican  swing 
Shaq 

College  football 
Doughnuts 
Hillary 

P  O  L  I 

Al  Gore 
Gun  control 
Republican  candidates 
white  House  pizza  runs 
Shared  sacrifice 
Workfare 
Trade  deals 
Christine  Todd  Whitman 
Newt  Gingrich 
Health  reform 
Hillary 


WHAT'S  OUT 


NESS 

Wal-Mart 

Prodigy 

Tokyo 

Debt  financing 
Prudential  Securities 
PC  clones 
Heirs  apparent 
Cost  reduction 
Corporate  lifers 
Hierarchies 
The  AMA 

TRENDS 

Jenny  Craig 

Reeboks 

Madonna 

Schwarzenegger  flicks 
Leno,  Chevy,  Conan 
Sharper  Image  catalog 
Dry  beer 
Ninja  Turtles 
Chinese  takeout 
House  music 
Michael  Jordan 
The  NFL 
Croissants 
Princess  Di 

TICS 

Ross  Perot 
The  NRA 

Democratic  machines 

State  dinners 

Middle-income  tax  cut 

Welfare 

Trade  talks 

Ed  Rollins 

Bob  Michel 

Campaign-finance  reform 
Kim  Campbell 
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ED  BY  KEITH  H,  HAMMONDS 


LOSING  BELL 


f'93 


DEC  '93 


A  LOW-BUDGET 
AIRLIliE  AffAIR 

h  sides  called  it  a  match 
Je  in  heaven— and  investors 
eed.  Southwest  Airlines  said 
)ec.  13  that  it  will  buy 
rris  Air  for  stock  worth  about 
19  million.  A  small  deal,  true, 
significant  nonetheless; 
thwest  shares  jumped  $2,  to 
),  on  the  news.  Privately  held 
'ris,  with  some  $220  million 
!venue,  shares  Southwest's 
cost,  low-fare  philosophy, 
two  don't  compete  on  any 
es.  With  the  deal,  Southwest 

a  chance  to  speed  up 
vth  and,  perhaps,  preempt 
Dr  carriers  seeking  to  create 

own  low-fare,  short-haul 
rations. 

lAIA:  BRIDGE  INFORMATION  SYSTEMS  INC 


lER'SWAY 
(ODAK 


fter  two  weeks  on  the 
job,  Eastman  Kodak  CEO 
HL'  Fisher  is  making  it 

he  won't  manage  his 
lany  just  to  please  Wall 
■t.  On  Dec.  15,  Fisher 
ly  announced  that  Ko- 

li)94  earnings  likely  will 
well  below  analysts'  ex- 
itions  and  barely  exceed 
s.  And  he  warned  that 
cutting  would  proceed  at 
^asured  pace,  a  shock  to 

Street,  which  had  been 
ting  on  massive  layoffs 
ather  economy  measures 
•opel  earnings.  Analysts 
?d  to  cut  their  1994  fore- 
>  from  about  $3.50  a 
!  to  $2.80.  Kodak  stock 
IVa  on  the  news,  to  551/2. 


AN  IBM  DIVISION 
GOESTOIORAL 


Louis  Gerstner  has  found 
his  first  big  victim  at  IBM: 
the  11,400-employee  Federal 
Systems  Div.,  which  IBM  an- 
nounced on  Dec.  13  will  be 
sold  to  Loral  for  $1,575  billion 
in  cash.  The  unit  is  relatively 
profitable:  1993  operating 
earnings  total  $153  million. 
But  IBM  says  building  com- 
plex systems  for  the  govern- 
ment doesn't  fit  its  long-term 
plans.  The  decision  came  after 
a  summer-long  review  to  find 
operations  that  could  be  un- 
loaded. But  don't  look  for 
more  $1.5  billion  deals,  warns 
CFO  Jerome  York:  The  other 
businesses  on  IBM's  for-sale 
list  together  would  bring  in 
only  $500  million. 


GENES  AND  DISEASE: 
A  MAJOR  f  IND 


French  researchers  have 
reached  a  major  milestone 
on  the  map  of  the  human  ge- 
nome. A  team  led  by  Dr.  Dan- 
iel Cohen  of  nonprofit  insti- 
tute CEPH  announced  on  Dec. 
15  that  it  had  determined  ref- 
erence points  for  907'  of  the 
human  genetic  structure.  Us- 
ing Cohen's  physical  map,  re- 
searchers will  be  able  to  cut 
years  off  the  search  for  spe- 
cific genes  causing  hereditary 
diseases  such  as  diabetes  and 
certain  cancers.  Results  of  the 


H  E  A  P  L  I  N  E 


AN  AUTUMN  TO  REMEMBER 


Last  August,  just  as  Jeffrey 
Barbakow  was  settling  in  as 
CEO  at  scandal-ridden  Nation- 
al Medical  Enterprises,  600 
FBI  agents  raided  nme's  head- 
quarters in  Santa  Monica, 
Calif.,  and  other  facili- 
ties. The  feds  were 
searching  for  evi- 
dence of  overbill- 
ing,  a  charge  19 
insurers  had  al- 
ready inade  in 
two  lawsuits. 

Barbakow 
seems  to  be  get- 
ting a  grip.  On  Dec. 
13,  nme  agreed  to  reim 
burse  13  insurance  companies 
$89.9  million,  part  of  a  total 
$230  million  in  settlements. 
Ten  days  earlier,  the  company 
had  announced  the  sale  of  its 
deteriorating  rehabilitation- 
care  unit  for  $300  million. 
Barbakow's  maneuvering  has 


propelled  nme's  stock  to  13, 
double  its  price  four  months 
ago. 

Barbakow,  a  former  Merrill 
Lynch  investment  banker, 
vows  he  will  next  sell  off  the 
company's  chain  of  61 
psychiatric  hospi- 
tals. Then  he 
plans  to  cobble 
together  a  deal 
with  the  Jus- 
tice Dept.,  hop- 
ing to  head  off 
potential  indict- 
ments. Analysts 
speculate  that  Bar- 
bakow's ultimate  goal 
is  selling  off  the  entire  compa- 
ny. A  full  agenda?  When  he 
started,  Barbakow  says,  "I 
had  a  list  in  my  top  drawer  of 
sixteen  things  I  needed  to  get 
done.  Now,  the  list  is  down  to 
two." 

By  Eric  Schine 


10-year,  $45  million  project 
will  be  shared  with  other  sci- 
entists free  of  charge. 


RENO  GETS  TOUGH 
WITH  SHAWMUT 


Attorney  General  Janet 
Reno,  who  has  called 
lending  discrimination  "one  of 
the  most  important  civil 
rights  issues  facing  this  coun- 
try," has  bagged  her  first 


quarry.  On  Dec.  13,  the  Jus- 
tice Dept.  announced  that 
Shawmut  Mortgage  had 
agreed  to  settle  charges  that 
it  illegally  denied  mortgages 
to  qualified  minority  appli- 
cants. While  Shawmut  neither 
admitted  nor  denied  the 
charges,  the  Boston  company 
agreed  to  pay  at  least 
$960,000  to  blacks  and  His- 
panics  who  were  denied  loans 
between  1990  and  1992.  Gov- 
ernment sources  indicate  that 
Justice  is  pursuing  similar  in- 
vestigations against  roughly 
half-a-dozen  other  banks. 


ETC  


SIDEWALK  SANTAS:  CORPORATE  CHARITY  GIVING  IS  DOWN.  BUT  WITH 
PERSONAL  INCOMES  RISING,  INDIVIDUALS  ARE  DONATING  MORE 


►  Borden  CE(J  Anthony  D' 
Amato  resigned  amid  pres- 
sure from  disappointed  inves- 
tors. 

►  Henry  Burkhardt  resigned 
under  pressure  from  Kendall 
Square  Research. 

►  Former  S&L  operator 
Charles  Knapp  was  sentenced 
to  6V2  years  in  prison. 

►  And  Paul  Mozer,  ex-Salo- 
mon Brothers  trader,  got  four 
months  and  a  $30,000  fine. 
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The  Lexus  GS 


Chances  are,  you  haven't 
a  practical  use  for  calcut 
the  angles  of  an  isosceles  tr  i 


©  1993  Lexus.  A  Division  Of  Toyota  Motor  Sales.  U.S.A..  Inc.  Z,etu.s  reminds  you  Id  wear  seat  belh 

i 


!ver  Need 
"h  School 


The  suspension  of  body  roll  during  cornering.  The 

the  Lexus  GS  has  end  result  is  truly  a  drivers  car. 

been  designed  to  Discover  how  invigorating 

provide  a  firmer  geometry  can  be.  Take  the  GS  out 

feel  without  sac-  for  a  rigorous  test  drive.  We  only  ask 

rificing  comfort.  that  you  keep  it  parallel  to  the  road, 
i  s  not  lost.  One  ride  in  the      Still  further  adjustments  were 

^  S  will  quickly  restore  your      made  to  help  reduce  front-end  ^^^^^^^^^ 

hi  the  virtues  of  geometry.        dive  during  braking  as  well  as  The  RekntlessPmidt  Of  Perfection. 


® 


"»    m.re  information,  call  800-872-5398  (800-USA-LEXL/S).  Shown  with  optional  equipment. 
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THE  BUDGET:  CLINTON  IS  A  TIGER 
—BUT  HE  WON'T  ATTACK  ENTITLEMENTS 


Cutting  spending  on  federal  benefits  programs  isn't  very 
high  on  Bill  Clinton's  agenda.  That  much  was  clear  to 
anyone  who  watched  Professor  Clinton  and  his  teaching 
assistants  defend  program  after  program  at  a  Dec.  13  Bryn 
Mawr  (Pa.)  conference  on  the  Future  of  Entitlements. 

That  attitude  doubtless  was  a  disappointment  to  the  con- 
ference's organizer.  Representative  Marjorie  Margolies-Mezvin- 
sky  (D-Pa.),  who  got  Clinton  to  promise  to  attend  the  meeting 
in  exchange  for  casting  the  deciding  vote  in  sui)port  of  the 
President's  l)udget  in  August. 

But  Clinton's  reluctance  to  tackle  big  new 
entitlement  cuts  should  not  be  read  as  back- 
sliding on  budget  restraint.  In  fact,  the  Ad- 
ministration has  its  hands  full  keeping  the 
budget  in  line  with  the  freeze  on  discre- 
tionary spending  enacted  this  summer. 

As  soon  as  Clinton  returned  to  Washing- 
ton, he  was  besieged  by  agency  heads  who 
have  been  told  that  they  must  cut  $20  bil- 
lion from  fiscal  1995  spending  requests  to 
meet  the  budget  total  of  $541  billion.  The 
Pentagon  alone  must  slice  $5  billion.  And 
Housing  &  Urban  Development  Secretary 
Henry  G.  Cisneros  submitted  a  five-year 
budget  that  raised  spending  by  $20  billion 
over  the  caps.  The  Secretary  neederl  the 


PANETTA:  HUNTING  FOR  MORE  CUTS 


money  to  deliver  on  a  promise  to  end  homelessness. 
COAL  IN  THEIR  STOCKINGS.  But  even  the  most  poignant  pleas 
will  likely  l)e  turned  down.  "There  are  a  lot  of  people,  includ- 
ing Cabinet  members  themselves,  who  did  not  understand 
the  implications  of  a  hard  freeze  for  the  next  five  years," 
says  Office  of  Management  &  Budget  Director  Leon  E.  Panet- 
ta.  Under  the  budget  deal,  discretionary  spending  in  1998 
will  be  $.548  billion,  down  from  $5.50  billion  last  year.  The 
heaviest  burrlen  will  fall  on  the  Pentagon,  l)ut  domestic  depart- 
ments will  also  be  scjueezed  hard.  Failure  to  understand  the 
extent  of  the  cnjnch  caused  agencies  to  burst  through  the  ceil- 
ings. To  make  matters  worse,  Panetta  has  to  find  an  addition- 


al $10  billion  in  cuts  because  of  lower-than-expected  inflatii 
and  higher  federal  pay  approved  by  Clinton.  ' 

The  result  will  be  coal  in  a  lot  of  Christmas  stocking 
During  the  week  of  Dec.  20,  after  final  appeals  from  Cabia 
members,  Clinton  will  start  slashing  away.  Once  he  h 
reached  the  cap,  the  President  will  cut  some  more  to  prov'* 
increased  spending  for  "investments":  These  favored  p,>- 
grams  include  Head  Start,  child  feeding,  job  training,  high-ti 
research,  education,  and  crime-fighting.  But  Congress  vli 
certainly  try  to  increase  funding  for  itsj' 
vorites,  setting  up  another-  showdown  am^g 
Democrats. 

There  will  be  turmoil  over  entitlement 
too.  The  big  adjustment  will  be  propoid 
for  Medicare  and  Medicaid,  which  togeta 
account  for  nearly  one-third  of  mandatiji 
federal  spending.  They'll  be  altered  chi(|y 
by  the  Pi"esident's  health-care-reform  pvQ 
sal,  which  the  1995  budget  assumes  willx 
in  place  a  year  from  now.  On  the  ot^ 
side  of  the  ledger,  welfare  reform,  whicMs 
high  on  the  priority  list  of  Senate  Finait 
Committee  ChaiiTnan  Daniel  Patrick  Mo;ii 
han  (D-N.Y.),  will  require  higher  spendis 
in  the  short  run. 

And  to  complicate  matters  further,  im 


mentation  of  a  new  global  trade  agreement  will  cost  mor 
The  international  pact  to  reduce  tariffs  would  trim  govemir 
receipts  by  $9  bilHon  over  five  years— a  loss  that,  under  1 
get  rules,  must  be  offset  by  a  tax  increase  or  spending  ( 
The  White  House  had  hoped  the  budget  struggle,  whic 
won  with  the  reluctant  help  of  Representative  Margol 
Mezvinsky  and  other  moderate  Democrats,  would  spar- 
further  unpleasantness  over  spending  foi"  a  year  or  two. 
with  Congress,  and  even  Cabinet  secretaries,  just  now  1* 
ing  what  the  fine  print  means,  the  prospect  of  fiscal  pi 
looks  as  dim  as  ever. 

By  Paul  Magnusso)},  with  Sufian  B.  Garh 


CAPITAL  WRAPUP I 


CIVIL  RIGHTS 


President  Clinton's  yearlong  delay 
in  naming  a  chief  for  the  Justice 
Dept.'s  Civil  Rights  Div.  is  causing  tur- 
moil and  frustration  in  the  key  enforce- 
ment unit.  Lawyers  say  a  large  num- 
l^ers  of  Reagan-Bush  holdovers  are  still 
in  place  and  a  lack  of  leadf^rship  has 
stalled  initiatives.  For  example,  staff 
attorneys  want  to  file  civil-righl-  suits 
in  the  case  of  several  suicides-by-i  ang- 
ing  in  Mississippi  jails.  But  the  effort 
has  been  put  on  ice  pending  approval 
by  a  new  civil-rights  chief.  Meanwhile, 
many  fed-up  activist  attorneys  have 
quit.  The  Pre.sident  is  expected  to 
name  John  Payton,  top  lawyer  for  the 


District  of  Columbia  government,  to 
the  job.  But  his  nomination  is  stuck: 
The  Congressional  Black  Caucus  wants 
a  more  experienced  candidate. 

CONVENTIONS  

Although  the  formal  site-selection 
process  hasn't  even  begun,  Repul> 
licans  and  Democrats  are  fast  narrow- 
ing the  field  for  their  1996  nominating- 
confabs.  The  (;0P  is  leaning  strongly 
toward  a  mid-August  gathering  in  San 
Diego,  runner-up  to  Houston  in  1992. 
And  the  Democrats  are  all  but  certain 
to  pick  Chicago,  which  is  the  home- 
town of  Chairman  David  Wilhelm  and 
is  well  supplied  with  hotel  rooms  and 
other  facilities. 


ISSUES 


A shift  in  public  sentiment  abol 
which  issues  are  most  imports 
could  spell  trouble  for  Democrats  nc 
year.  A  new  poll  by  Democratic  p( 
ster  Celinda  Lake  and  Republican  pc 
ster  Edward  Goeas  found  that  66%| 
voters  cite  crime  and  personal  secure 
as  their  biggest  concern.  Only  '3l 
rank  issues  such  as  jobs  and  the  ea 
omy  first.  That's  a  stunning  turnabd 
just  since  August,  when  pocketbo-; 
issues  topped  voter  concerns.  Hist(  - 
cally,  voters  prefer  Republicans  to  d  ! 
with  crime.  Health  care,  Clinton's  t  > 
priority,  ranks  third  with  voters,  w  i 
about  30%  calling  it  most  important 
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WASHINGTON  OlO 


Are  you  cut  off  bom%  of  the 
world's  best  opportunities? 


Nearly  two  thirds  of  the  world's  stocks — and 
over  half  of  its  bonds — are  traded  beyond  U.S. 
shores.  Over  the  past  decade,  the  stock  markets  of 
twelve  countries  have  significantly  outperformed 
the  U.S.  market,*  and  many  foreign  bond  markets 
are  now  offering  higher  yields  than  are  available 
domestically. 

To  take  advantage  of  these  opportunities,  many 
experts  beheve  in  putting  as  much  as  10-25%  of  a 
portfoho  into  foreign  issues.  Yet,  only  5%  of  the 
money  Americans  have  in  mutual  funds  is  invested 
outside  the  U.S.** 

In  addition  to  offering  enhanced  potential,  non- 
U.S.  securities  may  actually  help  to  reduce  a  port- 
foHo's  overall  risk.  That's  because  a  portfoho  that  is 
invested  solely  in  U.S.  securities  is  totally  depend- 
ent on  a  single  market  for  its  returns.  Diversifying 
into  international  stocks  and  bonds  gives  you 
access  to  multiple  markets,  which  may  each  foUow 
a  different  cycle.  Of  course,  inter-    or^j  TT^Ti'r'n 
national  investing  does  have  U JJUr^K 

additional  risks  that  domestic 
investing  doesn't.^ 


America's  First 
Family  of  No-Load  Funds 


If  you're  ready  to  consider  international  invest- 
ing, talk  to  Scudder.  We  created  7\merica's  first 
international  mutual  fund  in  1953,  and  now  manage 
a  wide  array  of  pure  no-load""  funds  that  emphasize 
international  securities. 

As  one  of  the  world's  most  experienced  global 
investment  managers,  Scudder,  Stevens  &  Clark, 
Inc.  uses  a  dedicated  in-house  research  staff — 
making  on-site  visits  around  the  world — to  help  us 
find  investment  quaUty  and  opportunity  for  our 
investors. 

To  help  you  decide,  call  for 
our  free  booklet,  3  Reasons  To 
Invest  Internationally.  3  Ways 
To  Do  It.  It  explains  the  rewards 
and  risks  of  foreign  investing, 
and  has  sample  portfohos 
that  can  show  you  how  to 
add  international  securities 
to  your  in- 
vestment plan.  For  your  free 
copy  and  a  prospectus,  call  Scudder 
at  1-800-225-2470,  ext.  6532. 


*  Source;  10-year  average  annual  returns  as  tracked  by  unmanaged  Morgan  Stanley  Capital  International  indices.**  Source; 
Investment  Company  Institute,  tintemational  investing  involves  special  risks,  including  currency-exchange  fluctuation. 
Brochure  is  accompanied  by  a  prospectus  for  Scudder  International  Fund,  vv'ith  more  complete  information  on  management 
fees  and  expenses.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  Scudder  Investor  Services,  Inc.,  Distributor. 


Offer  depth  ami  breadth  ot  services,  backed  by  capital 
strength  and  professionalism.  Apply  them  to  maximum  advantage 
in  the  client's  best  interests.  That's  capacit}'. 

With  Chemical's  increasing  capital  strength,  upgrades  in  our 
credit  ratings,  and  our  tornndable  market  presence,  our  capacity  to 
serve  clients  has  expanded  even  more. 


At  Chemical  our  capacity  supports  our  goal:  to  be  the  bi 
broad-based  financial  institution,  a  leader  in  our  chosen  marl 
We  dedicate  all  our  skills  and  strengths  to  building  strong  ani 
mutually  valuable  relationships  with  our  clients— as  banker, 
advisor,  and  trading  and  investment  partner. 

Our  broad-based  approach  produces  results.  For  examp 


^Chemical 


1993  Chemical  Banking  Corporation 


I<  first  in  the  world  in  loan  syndications,  thanks  to  structuring 
iTtise  and  our  strong  emphasis  on  distribution.  As  a  natural 
••nsion  of  these  strengths,  Chemical  Securities  Inc.  can 
\  underwrite  and  deal  in  all  types  of  debt  securities  in  the 
ited  States,  including  corporate  bonds. 
Chemical  also  has  leadership  positions  in  trading,  treasury. 


corporate  finance,  operating  services  and  capital  markets  activities 
worldwide.  And,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  we  have  a  global  network  across  35  countries. 

Our  growing  capacity  has  demonstrably  increased  our 
usefulness  to  our  clients.  If  you'd  like  to  test  it,  we'd  like  to 
hear  from  you. 


Expect  more  from  us: 


Chemical  Securities  Inc  -Member  SIPC 


nteirnatidnal  Business 


RUSSIA  I 


THE  REFORMS 
HAYElOSr 

A  RABID  NATIONALIST  SPOILS  YELTSIN'S  DAY 


ussians  have  long  been  unhappy 
with  the  rampant  inflation  and  in- 
icreased  crime  that  have  accompa- 
nied the  dismantling  of  the  Soviet  Union. 
But  few  outsiders  understood  just  how 
disillusioned  they  were  until  the  results 
started  coming  in  from  the  Dec.  12  par- 
liamentary elections.  Voters  seem  to 
have  approved  Boris  N.  Yeltsin's  new 
constitution,  but  they  also  blasted  his 
reform  program  by  giving  Vladimir  V. 
Zhirinovsky's  scary,  ultranationalist  Lib- 
eral Democratic  party  more  votes  than 
any  of  the  other  12  parties  running. 
"The  reforms  have  lost,"  says  economic 
adviser  Anders  Aslund,  summing  up  the 
gloom  in  Yeltsin's  camp.  "This  is  a  big 
loss." 

Indeed,  Zhirinovsky's  triumph,  com- 
bined with  strong  showings  by  the  Com- 
munists and  the  arch-conservative 
Agrarian  Reform  Party,  represent  a 
popular  repudiation  of  the  shock  therapy 
that  Yeltsin  and  his  economic  henchman, 
Deputy  Premier  Yegor  T.  Gaidar,  have 
been  pushing  for  two  years.  As  they 
demonstrated  with  their  votes,  Russians 
blame  the  reform  program  for  the  20%- 
per-month  inflation  that  has  eaten  away 
their  savings  and  made  many  of  their 
salaries  a  joke.  They  also  associate  Yelt- 
sin's liberalization  with 
rampant  lawlessness  and 
profiteering. 

Even  though  Zhirinov- 
sky's potential  legislative 
clout  may  be  less  than 
feared,  there's  no  doubt 
that  the  new  legislature 
spells  trouble  for  reform- 
ers. Instead  of  producing  a 
stream  of  progressive  legis- 
lation, the  body  could  end 
up  being  just  as  obstruc- 
tionist as  the  one  it  re- 
placed. Zhirinovsky  is  likely 
to  push  for  tax  laws  that 
soak  foreign  companies, 
deny  them  much  say  in  in- 
vestments, and  severely 
limit  their  access  to  natural 
resources.  He's  also  likely 


to  team  up  with  the  Communists  to  push 
for  inflationary  subsidies  for  defense  in- 
dustries. Moreover,  he'll  have  an  impres- 
sive new  platform  from  which  to  embar- 
rass Russia's  reformers. 

The  rightists'  victory  was  also  a  shock 
to  leaders  in  the  West  and  in  neighbor- 
ing countries,  such  as  Poland  and  the 
former  Soviet  republics.  During  his  cam- 
paign, Zhirinovsky  called  for  an  aggres- 
sive expansionist  policy  that  would  see 
Russia  push  out  to  the  old  Soviet  bor- 
ders. "If  this  develops  into  state  policy, 
it  could  lead  to  a  catastrophe,"  says 
Ukrainian  President  Leonid  Kravchuk. 
RACIST  VIEWS.  But  it  is  Still  unknown 
whether  Zhirinovsky  can  turn  his  im- 
pressive showing  into  a  real  power  base. 
While  his  party  appears  likely  to  rack  up 
about  25'a  of  the  vote,  it  may  get  fewer 
seats  in  the  key  Duma,  or  lower  house, 
because  of  the  complicated  electoral  sys- 
tem. Although  the  dynamics  of  Parlia- 
ment will  not  be  fully  clear  until  next 
month,  it  looks  as  if  Zhirinovsky's  power 
will  be  mainly  to  criticize  and  obstruct 
reform  legislation  (table).  Moreover,  the 
new  constitution  gives  Yeltsin  vastly  in- 
creased powers,  making  it  easier  for  him 
to  appoint  ministers  and  other  top  offi- 
cials over  Parliament's  objections  and  to 


.'■■>  BUSINESS  WEEK/DECEMBER  27,  1993 


dissolve  the  legislature  if  he  can't  \ 
with  it.  "The  alarm  over  ZhirinovsK 
premature,"  says  Alexander  Rahr, 
analyst  at  Radio  Liberty.  "His  strenj.- 
has  been  overestimated." 

The  Clinton  Administration  seems 
agree.  Conceding  that  the  strong  rij 
ist  vote  was  undesirable,  U.  S.  offic 
are  still  hopeful  that  the  reformers 
put  together  a  coalition.  There  is 
talk  about  speeding  up  aid  to  Russia 
providing  more  support 
privatization  and  ot 
showcase  projects. 

Still,  despite  such  hop 
talk,  Yeltsin's  options 
managing  the  economy 
going  to  narrow.  W 
movement  toward  a  mai 
economy  is  likely  to 
ceed,  it  will  probably  gi 
a  slower  pace.  In  the 
ture,  Yeltsin  and  whom< 
he  puts  on  his  team 
have  to  be  much  more  c 
ful  about  protecting  li' 
standards,  jobs,  and  nai 
al  sensitivities.  That  o 
mean  Russia  will  be  fur 
delayed  in  meeting 
credit  and  budget  tar, 
for  an  additional  $1.5  hi 


INTERNATIONAL  B^^ 


SHOWDOWN 
TIME  IN  RUSSIA 

HOW  ZHIRINOVSKY 
OULD  DERAIL  REFORM... 


►  Use  the  new  Parliament  as  a  forum  for  a 
presidential  campaign 

►  Push  policies  to  antagonize  Ukraine,  Poland, 
and  the  Baltic  States 

►  Use  public  fears  of  rising  crime  to  suppress 
non-Russian  ethnic  groups 

►  Create  more  inflation  through  big 
government  bailouts  and  subsidies 

►  Build  legislative  coalitions  to  pass  laws  block- 
ing foreign  trade  and  investment 

...AND  HOW  YELTSIN  COULD 
FIGHT  BACK 

►  Form  democratic  coalitions  in  the  Parliament 
to  contain  Zhirinovsky 

►  Do  more  to  advertise  reform's  successes, 
such  as  privatization 

►  Work  harder  to  curb  crime  and  inflation 
quickly 

!►  Keep  Russia  engaged  with  the  West 

►  Use  the  Constitution  wisely  to  block 
Parliament  when  needed 
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jans  from  the  International  Mone- 
Fund. 

iiieover,  Zhirinovsky  will  now  be 
t<  I  use  Parliament  as  a  choice  forum 
his  racist,  reactionary  views.  Long 
;issed  as  a  clown,  the  47-year-old 
er  managed  a  skillful,  well-financed 
laign.  His  slick  television  ads  played 
liy   on   economic   hardship,  racial 
II lice,  and  Russian  nationalism.  He 
used  to  halt  the  conversion  of  Rus- 
\  ast  military  complex — an  idea  pop- 
w  ith  thousands  of  workers  facing 
is.  He  railed  against  "foreigners" 
:liing  up  the  riches  of  downtrodden 
;ia  and  hinted  at  purges  of  Jews, 
iriiiovsky's  success   has  certainly 
iililed  Russia's  political  scene.  Yelt- 
ivernment  may  be  in  for  a  reshuf- 
''r  the  new  Parliament  meets  on 
i.  That  could  mean  an  uncertain 
for  Gaidar,  a  top  Cabinet  member 
uchitect  of  Yeltsin's  shock-therapy 
nis.  Gaidar's  party,  Russia's  Choice, 
ill  a  surprisingly  poor  electoral 
ing,  coming  in  second,  with  only 
I  14%  of  the  vote, 
my  observers  think  the  new  govern- 
will  still  be  headed  by  Prime  Minis- 
!l;tor  Chernomyrdin,  who  prefers  a 
gradual  approach  toward  reform, 
lormer  chief  of  Gazprom,  the  state 


gas  monopoly,  favors  big  roles  for  the 
massive  state  industries  that  employ  mil- 
lions of  workers.  One  possibility  could 
be  their  reorganization  into  Russian  ver- 
sions of  Japanese  keiretsu  or  South  Ko- 
rean chaebol.  In  early  December,  Yelt- 
sin signed  a  decree  calling  for  the 
organization  of  "financial-industrial 
groups"  that  would  link  big  factories  to 
new  banks  and  other  financial  groups. 
HOW  FAST?  Foreign  executives  in  Mos- 
cow generally  find  Zhirinovsky  unsavory 
and  have  been  jolted  by  the  election  re- 
sults. The  worst-case  fear:  a  flood  of 
xenophobic  legislation  from  the  Liberal 
Democrats  or  antimarket  proposals  from 
the  Communists.  But  a  more  realistic 
worry  is  that  a  split  Parliament  won't 
pass  the  legislation  needed  to  improve 
the  business  climate.  That  would  ham- 
string efforts  to  address  such  critical 
matters  as  taxation,  tariffs,  and  access 
to  oil  and  gas.  The  business  community 
is  relying  on  Yeltsin's  strong  constitu- 
tional powers  to  beat  back  legislative  ex- 
cesses. "It's  not  a  good  thing,  what  has 
happened,"  says  Pratap  Nambiar,  direc- 
tor of  marketing  and  business-advisory 
services  at  Ernst  &  Young's  Moscow  of- 
fice. "But  the  presidential  system  guar- 
antees that  Yeltsin  can  move  forward." 
How  fast  he  will  go  is  another  ques- 


tion. The  politically  astute  Yeltsin  did 
little  to  back  his  reformers  in  the  cam- 
paign. In  recent  weeks,  Yeltsin  has  tak- 
en a  more  centrist  and  conservative 
stance — slapping  limits  on  foreign  banks 
and  high  tariffs  on  imports. 

And  what  if  the  presidency  falls  into 
the  wrong  hands?  The  scariest  thing 
about  the  election  is  that  it  has  given 
Zhirinovsky  a  great  platform  to  run  for 
President  whenever  elections  are  held. 
While  Yeltsin  is  scheduled  to  stay  in 
power  until  1996,  Zhirinovsky  wants 
Yeltsin  to  hold  an  election  next  June  12, 
as  he  promised  and  then  backed  away 
from.  So  battles  over  the  election's  tim- 
ing are  inevitable.  If  Zhirinovsky  some- 
how gets  in,  he  will  have  a  powerful 
weapon  in  the  constitution. 

The  lesson,  then,  is  a  grim  warning 
for  Yeltsin  and  some  of  his  advisers, 
including  Harvard  Professor  Jeffrey 
Sachs,  who  pushed  the  shock-therapy  ex- 
periment on  the  Russian  people.  Hiking 
prices  while  wiping  out  life  savings  in 
such  a  complicated  country  as  Russia 
plays  into  the  hands  of  demagogues  like 
Zhirinovsky.  Russia  and  the  West  have 
to  find  a  path  to  reform  that  doesn't  put 
people's  backs  to  the  wall. 

By  Peter  Galuszka  in  Moscow,  with 
Owen  Ullmann  in  Washington 
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ASIA  I 


FROM  KUNG  FU  PEDDLER 
TO  MEDIA  POWERHOUSE 


Hong  Kong's  TVB  is  a  leader  in  the  race  to  control  rich  Asian  markets 


Across  China, 
people  are  tun- 
ing in  to  pro- 
grams from  Hong 
Kong's  leading  TV 
network,  Television 
Broadcasts  Ltd.  (TVB). 
In  the  southern  city 
of  Shenzhen,  90%  of 
viewers  get  TVB's  Chi- 
nese soap  operas. 
Along  the  Russian 
border,  TVB's  gang- 
ster movies  are  big 
hits.  "It's  a  wonderful 
fit,"  says  Fung  Shing 
Kwong,  general  man- 
ager of  TVB  Interna- 
tional Ltd.,  the  com- 
pany's overseas  dis- 
tribution arm,  "be- 
tween our  product 
and  the  market." 

Once  a  small-time 
purveyor  of  kung-fu 
movies  and  sappy 
soap  operas,  TVB  is 
now  a  leading  con- 
tender in  the  race  to 
control  the  booming  media  markets  of 
Asia.  The  company  has  revenues  of  $270 
million,  80%  of  viewership  and  advertis- 
ing in  the  Hong  Kong  market,  and  ambi- 
tious expansion  plans,  including  taking 
on  Rupert  Murdoch's  Star  TV.  Through 
cable  and  satellite  systems,  it  is  forging 
a  network  of  Chinese-language  stations 
from  Taipei  to  Toronto.  The  growth 
plans  include  negotiating  a  host  of  new 
partnerships  with  other  major  players, 
including  Western  media  giants. 

Behind  the  expansion  are  two  tycoons 
who  each  own  a  third  of  TVB.  One 
is  Hong  Kong  movie  mogul  Sir 
Run  Run  Shaw,  who  controls  the 
colony's  leading  film  studio,  Shaw 
Brothers  (Hong  Kong)  Ltd.  The 
other,  Robert  Kuok,  runs  the 
Shangri-La  hotel  chain.  Both  are 
using  their  extensive  guunxi,  or 
connections,  throughout  the  re- 
gion to  make  TVB  an  Asian  power. 
BARTERING.  TVB  is  well  positioned 
to  satisfy  Asia's  hunger  for  pro- 
gramming. It  cranks  out  6,000 
hours  of  TV  shows  a  year  and  its 
videos  are  popular  in  Southeast 
Asia,    where   they   are  often 
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dubbed  into  local  languages.  But  it  could 
use  help.  To  gain  access  to  new  technol- 
ogy, it  is  talking  to  Time  Warner  Inc., 
which  a  senior  U.  S.  industry  executive 
says  wants  to  buy  10%  of  TVB.  The  net- 
work also  needs  partners  for  a  proposed 
satellite  service  to  challenge  Star  TV, 
Murdoch's  Asian  satellite  network.  For 
starters,  it  launched  a  satellite  network 
in  Taiwan  last  September. 

The  most  promising  market  is  in  Chi- 
na. TVB  recently  struck  barter  deals  with 
five  stations  to  trade  TVB  programming 


TUNING  IN  TO  TVB 


PROGRAMMING 


Over  6,000  hours  of  Chinese-Ian 
guage  programs  annually,  plus  a  75,000-hour  library 


OPERATING  AREAS 


Covers  most  of  Asia,  including 
Hong  Kong.  China,  Taiwan,  and  Indonesia,  through  con- 
ventional and  satellite  broadcasts  as  well  as  cable  net- 
works; now  expanding  into  North  America 


OWNERSHIP 


Controlled  by  tycoons  Robert  Kuok  and 
Sir  Run  Run  Shaw,  who  heads  a  Hong  Kong  film  studio 


GROWTH  PLANS 


Seeking  new  partnerships  with 
Time  Warner,  Chinese  TV  stations,  and  Southeast 
Asian  conglomerates 


for  free  advertising  time.  In  April, 
put  together  a  40-hour  syndicated  li^ 
entertainment  program  for  22  Chim 
cable  systems.  Empire  building  in  Ch 
will  take  time.  The  government  is 
couraging  foreign  investment  in  mi 
areas  but  prefers  to  control  the 
waves.  "It's  not  a  top  priority  to  sp( 
hard  currency  on  movies  or  TV 
grams,"  says  Allan  Ng,  senior  analyst 
S.  G.  Warburg  Securities  (Far  East) 

Meanwhile,  promising  markets  bed 
across  Southeast  Asia.  TVB  expects  sa 
to  skyrocket  in  Malaysia,  Thailand, 
even  Cambodia  as  new  commercial 
and  cable  stations  clamor  for  additio 
programming.   In   Indonesia,  TVB 
linked  up  with  Salim  Group,  the  co 
try's  largest  conglomerate,  which  ha 
new  station  set  to  air  this  spring. 
MORE  EDUCATED.  TVB  is  no  less  eagei 
capture  viewers  half-way  around 
globe.  It  is  taking  over  two  Chinese 
ble  stations  in  Canada.  It  also  run 
Chinese  cable  network  in  California, 
within  two  years  it  plans  to  upgrade 
system  by  using  a  direct  broadcast  sa 
lite  to  transmit  directly  to  the  home, 
hopes  it  can  snatch  an  affluent  audie 
of  over  1  million  viewers,  whose  de 
graphics  would  appeal  to  corporate 
vertisers.  "The  Chinese-American  pc 
lation  as  a  whole  has  obviously  hig 
levels  of  income  and  education  than 
panics,  African  Americans,  or  whit( 
says  Philip  Y.  Tam,  senior  vice-presic 
for  TVB  Holdings  (USA)  Inc. 

Still,  some  analysts  wonder  whet 
TVB  is  ready  for  prime  time.  Accustoi 
to  grabbing  the  lion's  share  of  ad  n 
nues  in  a  two-network  market  in  H 
Kong,  TVB  has  yet  to  prove  it  has 
skills  to  play  on  more  competitive 
It  also  is  facing  stiffer  competitor 
home.  Long  limited  to  TVB  and  rival 
Television  Ltd.,  the  Hong  Kong  TV 
ket  finally  is  expanding  with  the  ei 
of  a  cable  system  run  by  Hong  K 
conglomerate  Wharf  (Holdings)  Ltd. 

The  stations  will  be  chasing  a  lim 
number  of  advertisers  as  compa 
start  holding  the  line  in  Hong  K 
while  setting  aside  bigger  ad  I 
gets  for  China.  But  with  tvb's 
panding  operations  in  China 
will  be  able  to  catch  the  adve 
ers  at  both  ends.  "It's  one  of 
favorite  companies  in  Hong  K 
because  it  is  so  focused  on 
business,"  says  Kirk  C.  Swee: 
director  of  research  at  Lehi 
Brothers  in  Hong  Kong.  Th 
the  kind  of  reception  TVB  h(^ 
for  as  it  spreads  its  sigtl; 
around  the  world. 

By  Joyce  Barnathan   in  I 
Kong,  ivit/i  Bruce  Einhom  in 
York 
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I     WHEN  YOU  HAVE 
THE  BEST  ON-TIME 
RECORD  IN  EUROPE, 
YOU  KNOW  HOW  TO 
NAVIGATE  THE  BACK 
STREETS. 


Whether  it's  the  canals  of 
Venice  or  the  outskirts  of  Vladivostok, 
DHL  has  the  most  reliable  delivery 
record  in  Europe.  That's  the  kind  of 
overseas  expertise  you'd  expect  from 
the  company  with  more  local  people, 
airplanes  and  trucks  than  anyone  else 
in  the  business.  As  you  can  see,  we 
even  have  our  own  shipping  lanes. 

1-800-C  ALL-DHL 
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WE'LL    TAKE  IT  FROM  HERE 


The  Client/Server  Soli 


Tlie  SAS  System  for  Information  Delivery 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reacii  all  your 
diverse  "islands  of  information"—  including 
host  system  files,  flat  files,      m^.  %  %  %  %  • 
and  corporate  DBMS's  such 

as  DB2 :  oracle: 

and  dBASE".'^ 


An  exclusive  MultiVendor  Architectu 
is  behind  the  SAS  System's  strategy  for 
hardware  independence.  Applicati( 
run  the  same  way  across  PCs,  workstatic 
and  host  systems  —  making  true  client/si 
computing  a  reality  while  exploiting  the 
")articular  strengths  of  each  platform. 

Address  the  needs  of  users  at  every  1 
with  the  SAS  System's  strategy  for  inter 
versatility.  An  EIS  interface  puts  decis 
makers  in  command  of  the  facts— when 
need  them.  There's  also  a  task-oriented 
menu-driven  interface  for  business 


n  for  EIS  and  Beyond 


its...  plus  object-oriented  and  fnll- 
ion  programming  environments  for 
rations  developers, 
le  SAS  System's  applications 
^ration  strategy  provides  one  seamless 
on  for  virtually  any  application  that 
'es  accessing,  managing,  analyzing,  or 
nting  data.  Choose  integrated  tools  for 
on  support,  reporting,  financial  *'  *  * 

is,  market  research,  project  J 
;ement,  quality  improvement,  ^ 
lore.  All  backed  by  SAS  Institute  % 

vital  force  in  the  information  * 


Sales  Activities 

\  1 

]  J 

industry  with  a  strong  commitment  to 
helping  you  succeed  — and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


SAS  IS  a  registered  trademark  of  SAS  Institute  Inc 
Copyright  ©1993  by  SAS  Institute  Int 
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YOU  THOUGHT  '93  WAS  ROTTEN 
FOR  EUROPE?  JUST  WAIT 


It's  no  secret  around  Europe  that  economic  growth  is  the 
essential  fuel  of  European  unity.  After  suffering  two  years 
of  political  calamity  and  the  worst  economic  downturn  in  40 
years,  Europe's  best  and  brightest  are  now  daring  to  dream 
again.  With  a  U.  S.  recovery  solidly  under  way  and  a  global 
trade  accord  in  the  bag,  Europe's  politicians  look  to  1994  as 
the  year  to  resume  the  march  toward  superpower  status. 

But  don't  bet  on  it.  Just  as  Europe's  unity  agenda  has 
slipped  further  and  further  into  the  future,  so  the  Conti- 
nent's long-awaited  recovery  is  likely  to  disappoint  those 
banking  on  it  to  shore  up  the  forces  of  eroding  union.  And  try 
as  it  may,  Europe  can't  seem  to  get  a 
step  ahead  of  the  external  political 
and  economic  forces  that  are  whit- 
tling away  at  its  cohesion. 

While  it's  true  that  Europe  will 
emerge  from  recession  next  year, 
most  Europeans  may  be  hard-pressed 
to  notice  the  difference.  EC  growth  is 
likely  to  come  in  lower  than  1%,  less 
than  half  what  politicians  are  expect- 
ing. And  Germany,  Europe's  biggest 
economy,  is  riding  the  edge  of  an  un- 
precedented second  consecutive  year 
of  declining  output.  More  important, 
European  unemployment,  officially 
11%,  will  rise  to  Eastern  European  levels  of  16%  next  year 
once  make-work  and  training  programs  are  stripped  out. 
OUT  OF  CONTROL.  With  that  as  a  backdrop,  and  elections  like- 
ly in  9  of  the  12  European  Community  member  countries 
over  the  next  two  years,  you  have  a  surefire  formula  for  jit- 
ters. Right-wing  politicians  are  on  the  rise,  workers  are  hitting 
the  streets,  and  skinheads  are  attacking  foreigners,  so  politi- 
cians such  as  German  Chancellor  Helmut  Kohl  and  Spanish 
Prime  Minister  Felipe  Gonzalez  will  be  tempted  to  let  budget 
deficits  go  out  of  control.  "There's  going  to  be  enormous 
pressure  on  governments  tf)  abandon  the  fiscal  restraint"  nec- 
essary to  get  European  inflation  rates  and  budget  deficits  in 


NEO-NAZIS  IN  GERMANY:  HOW  WILL  KOHL  REACT? 


order  and  attract  new  investment,  says  Kim  Schoenhol 
Salomon  Brothers  Inc.'s  chief  Europe-watcher. 

For  Europeans,  the  General  Agreement  on  Tariffs  &  Tr£ 
is  a  two-edged  sword.  While  the  trade  accord  will  prodi 
winners  in  such  industries  as  pharmaceuticals  and  softwa 
new  losers  will  emerge  in  manufacturing  and  agriculture.  It 
only  now  beginning  to  dawn  on  European  leaders  that 
years  of  focusing  on  the  single  market  had  a  hidden  downsi< 
the  isolation  of  Europe  fi-om  the  low-wage  competitors  it  n 
faces.  Stiffer  competition  may  rob  the  Continent  of  hoped- 
gains  from  falling  interest  rates. 

Europe  is  also  feeling  in.seci 
about  the  world  outside  its  borde 
The  emergence  of  ultranationalist  i 
itics  in  Russia's  Dec.  12  electic 
(page  56)  raised  the  specter  of 
newed  turmoil  on  Europe's  east( 
flank  and  t}uickly  qua.shed  the  g( 
cheer  lingering  from  Boris  Yeltsi 
visit  to  Brussels  just  days  earlier 
agree  on  expanded  Russian  tra 
NATO's  unv/illingness  to  embrace  Ei 
ern  Europe  for  fear  of  irritating 
Russians  threatens  to  push  countr 
such  as  Poland  and  Hungary  to  fo 
their  own  security  blocs. 
Ironically,  Europeans  may  find  their  best  hope  for  restor 
momentum  not  at  home  but  in  Washington.  Prospects  m 
year  could  well  dei:)end  on  the  Clinton  Administration's  willi 
ness  to  reverse  its  policy  of  depressing  the  dollar.  A  shift  t 
boosts  the  greenback  "would  do  more  than  the  rest  of  Eur( 
put  together  could  do  to  stimulate  job  creation,"  .says  ' 
chael  Hughes,  European  strategist  at  British  broker  Bare! 
de  Zoete  Wedd  Ltd.  Such  dependence  is  a  far  cry  fi-om 
superpower  status  that  European  Commis.sion  Preside 
Jacques  Delors  once  envisioned.  But  as  a  year  of  living  d 
gerously  looms,  a  U.  S.  savior  may  make  all  the  differenc(j 

Bi/  Bill  Javetski  in  Pi 


GLOBAL  WRAPUP I 


PEACE  IN  NORTHERN  IRELAND? 

The  violent  struggle  between  the 
Protestant  majority  and  the 
Catholic  minority  in  Northern  Ireland 
may  be  coming  to  an  end.  After  25 
years  of  terrorism,  3,225  deaths,  and 
an  estimated  $150  billion  spent  pub- 
licly and  privately  to  fight  terrorism, 
British  and  Irish  leaders  on  Dec.  15 
released  a  painstakingly  worded  decla- 
ration of  peace.  The  deal  sets  in  motion 
a  process  that's  likely  to  lead  to  Norl  h- 
ern  Ireland  deciding  whether  to  re- 
main part  of  Britain  or  join  the  Iri.sh 
Republic. 

If  all  goes  well,  both  sides  should 
see  economic  gains.  Without  the  huge 


political  risk  that  has  dragged  down 
Northern  Ireland's  economy,  invest- 
ment could  begin  flowing,  attracted  by 
a  low  inflation  rate,  low  wages,  and 
an  educated  work  force— much  as  it 
has  in  the  Irish  Republic,  a  leading  lo- 
cation for  high-technology  and  health- 
care companies  looking  for  a  European 
toehold. 

Despite  the  optimism,  there's  still 
much  tension,  as  Britain  anxiously 
awaits  the  respon.ses  of  the  Irish  Re- 
publican Army  and  Protestant  loyalist 
terrorists  in  Ulster.  Says  an  assistant 
to  British  Prime  Minister  John  Major: 
"One  can  imagine  all  sorts  of  people 
might  resort  to  violence  to  wreck  the 
process." 


WELCOME  BACK  TO  VIETNAM 

Washington  is  giving  a  Christni 
present  to  U.  S.  companies  eag 
to  break  into  the  booming  'Vietname 
market,  which  has  been  off-limits  for 
years.  The  Treasury  Dept.  will  soi 
allow  companies  to  do  business  as  loi 
as  deals  are  funded  in  part  by  mul 
lateral  financial  institutions.  Executiv 
had  feared  that  Ti-easury  would  b 
their  participation  unless  projects  we 
fully  or  largely  backed  by  such  lendei 
The  changes  are  part  of  Clinton's  ei 
ing  of  the  embargo.  In  the  past  ye 
alone,  the  number  of  U.  S.  compani 
seeking  licenses  to  do  business  in  Vi* 
nam  has  grown  from  50  to  300. 
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INTERNATIONAL  OU  X 


Many  people  think  of  invest- 
ments as  either  income-oriented  or 
growth-oriented.  The  Franklin 
Income  Fund  is  designed  to  give 
you  the  choice.  And  the  fund  has 
paid  dividends  without  interruption 
for  more  than  45  years. 

With  its  diversified  portfolio 
of  common  stocks  and  bonds,  the 
Franklin  Income  Fund  has  lived  up 
to  Its  goal  of  high  current  income 
and  long-term  growth.  Of  course, 
past  performance  does  not  guaran- 
tee future  results. 


Current  Yield^ 

Average  Annual  Total  Retums^f 

72% 

13.0% 

10 -year 

13.3% 

5-year 

142% 

I -year 

Mail  in  the  postage-paid  card 
or  call  Franklin  today  for  a  free 
brochure. 

1-800-342  FUND 
Ext.  1275 

f  Yield,  calculated  as  required  by  the  SEC,  is  based  on  earnings  of  the  fund's 
portfolio  for  the  30  days  ended  9/30/93.  High  yields  reflect  the  higher 
credit  risks  associated  with  certain  lower-rated  securities  in  the  funds  porfo- 
Ito,  and  in  some  cases,  the  lower  market  prices  for  these  instruments, 
ff Returns  for  the  period  ended  9/ 30/ 93  include  the  maximum  4%  initial 
sales  charge  and  assume  reinvestment  of  dividends  at  the  offering  price  and 
capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will 
fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  Franklin / Tetnpleton  Distributors,  Inc. 

Call  for  a  free  prospectus  containing  more  complete  information,  including 
charges  and  expenses.  Please  read  il  carefully  before  you  invest  or  send  money. 


F  Rv  A  Nj  Kv  I I  I  NJ 

777  Manners  Island  Blvd.,  San  Mateo.  CA  94404 


A  Proud  Member  of  the  $107  Billion  Franklin  /  Templeton  Group 


OURNEW&MIINORMEMBlKie. 


Jim  Hunt  means  business.  When  he 
took  office  as  Governor,  he  pledged  to 
drastically  increase  the  number  of  busi- 
nesses that  move  to  and  expand  in  North 
Carolina.  That  means  even  better  financial 
incentives  for  you- from  increased  Jobs 
Creation  Tax  Credits  to  aggressive  financ- 
ing programs.  Whatever  your  needs, 
Governor  Hunt  will  work  with  you  to 
create  a  custom  designed  package  guar- 
anteed to  make  North  Carolina  the  perfect 
climate  for  your  business. 

And  that's  just  the  beginning.  There  are 
additional  incentives,  grants,  work  force 
screening,  training  and  tax  advantages  that 


have  helped  make  North  Carolina  one  of 
the  nations  top  PRO-BUSINESS,  PRO- 
JOBS  locations,  with  a  thriving  economy 
that  consistently  outpaces  the  nation. 

To  learn  more  about  the  bottom  line 
advantages  of  locating  in  North  Carolina, 
contact  David  W  Sheehan,  Client  Services, 
State  of  North  Carolina  at  (919)  733-4977, 
fax  (919)  733-9265.  And  get  ready  to  profit 
from  a  state- and  a  Governor- that  means 
business. 

JJ  Norm  Carolika 

f9999^  The  Better  Business  Climate, 


Nr/rth  Carolina  Departrmmi  of  Commerce,  Business/  Industrv  Deiielopment  Division,  430  North  Salisbury  Street,  RaLigh,  North  Carohna  27611 

C  1993,  North  Carolina  Department  of  Commerce 
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INTRODUaiON 

►  It  ain't  over  till  it's 
over-the  bull  market,  that 
is.  And  as  we  see  it, 
there's  plenty  of  running 
room  left,  if  you're  on  the 
right  track  Page  66 

THE  ECONOMIC 
FRAMEWORK 

►  Moderate  growth,  low 
inflation,  minor  rate 
hikes-the  long  wait  to 
reop  the  recovery's 
rewards  is  over  Page  68 

STRATEGIES  FOR 
STOCKS 

!►  Small  caps  will  climb, 
and  takeovers  add  pow 
to  the  market.  But  the 
pros  see  trouble-and 
spell  it  l-P-O  Page  76 


THE  INVESTMENT 
SPECTRUM 

►  The  best  bet  in  bonds. 
Also:  mutual  funds,  com- 
modity funds,  a  prettier 
art  picture,  and  the  earn- 
ings outlook  Page  1 10 

1993'S  BEST 
AND  WORST 

►  Gold  was  solid,  and 
Turkey  was  juicy.  But 
Tiphook  was  a  scandal, 
and  Angeles'  REIT  went 
all  wrong  Page  136 

THE  INVESTMENT 
SCOREBOARD 

►  We  crunched  numbers 
at  900  companies 
-highlighting  those  that 
sparkle  from  all  strategic 
angles  Page  143 
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JUST  HOW  HIGH 
IS  UP? 

STOCKS  ARE  ZOOMING,  BUT  THERE'S  ROOM  FOR  GROWTH— IN  MANY  FIELDS 


Just  about  every  day,  the  U.  S. 
stock  market  climbs  to  new  highs. 
Big  stocks  and  small,  broad  indexes 
and  narrow  are  inching  up  into  unex- 
plored territory. 
Ain't  it  awful? 

If  you  listen  to  the  prattle  on  Wall 
Street,  it  sure  seems  that  way.  The  or- 
gans of  conventional  wisdom,  fi'om  news- 
letters to  analyst  reports  to  the  chart 
books  of  the  technically  incHned,  are 
abuzz  with  the  word  that  the  market 
is  as  unsteady  as  a  tightrope  walk- 
er on  Quaaludes.  Look  out  l)elow, 
they  say. 

It's  a  picture  as  believable  as  it 
is  wrong.  Never  forget  that  the 
stock  market  invariably  abides  l)y 
what  D wight  D.  Eisenhower  said 
about  war:  It  will  astonish  you. 
And  as  the  current  phase  of  the 
bull  market  enters  its  fourth  year, 
the  biggest  surjirise  is  that  it's  still 
a  long  way  from  over. 

The  year  ahead  should  astound 
the  gathering  army  of  bears.  Yes, 
the  market  is  at  a  record.  But  com- 
pared with  overseas  bourses,  the 
U.  S.  is  actually  the  epitome  of 
moderation  (chart).  And  the  U.S. 
economy,  compared  with  other  in- 
dustrial nations,  is  no  underachiev- 
er.  In  the  year  ahead,  the  byword 
in  the  economy  will  be  "productiv- 
ity." Increased  efficiency  will  boost 
profits  faster  in  the  U.  S.  than  over- 
seas—thus providing  the  underpinnings 
for  a  continuation  of  the  bull  market. 
HANGING  IN  THERE.  So  if  you're  thinking 
al^out  pulling  out  of  the  market  and  tak- 
ing profits,  think  again.  And  that's 
where  business  week's  1994  investment 
outlook  can  come  in  handy.  This  special 
double  issue  is  a  road  map  of  the  global 
landscape— where  to  go,  how  to  get 
(here,  and  what  to  avoid. 

U.  S.  stocks  generally,  and  small  caps 
in  particular,  will  remain  an  allm'ing  des- 
tination in  the  year  ahead  (pages  80  and 
84).  To  l)e  sure,  pitfalls  abound,  such  as 
the  overheated  market  for  initial  public 
offerings.  But  with  inflation  in  check 


and  with  the  economy  staging  a  slow 
but  steady  recovery,  some  of  the  best 
opportunities  in  the  global  arena  are 
likely  to  be  right  here  in  the  U.  S.  On 
page  68,  we've  set  forth  in  detail  the 
generally  encouraging  economic  picture. 
A  complete  rundown  of  corporate  earn- 
ings, with  1994  profit  estimates  for  some 
900  companies,  begins  on  page  143. 

Mutual  funds  are,  of  course,  the  best 
way  to  take  a  plunge  if  you've  been  sit- 
ting on  a  hoard  of  cash  (page  110).  The 


THEU.S.ISALAGGARD 
IN  GLOBAL  MARKETS 


Country  Stock  market  performance* 

In  local  currencies       In  U.S.  dollars 


HONG  KONG 

84.4% 

84.8% 

SWITZERUND 

41.3 

41.9 

GERMANY 

40.5 

33.9 

JAPAN 

13.1 

29.6 

ITALY 

41.4 

24.2 

SPAIN 

50.8 

23.9 

FRANCE 

22.5 

16.3 

BRITAIN 

17.6 

16.0 

CANADA 

19.3 

14.0 

U.S. 

6.8 

6.8 

WORLD  MARKET  INDEX 

17.0% 

20.0% 

•Jan.  1  through  Dec  13, 1993 

DATA:  MORGAN  STANLEY  CAPITAL  INTERNATIONAL 


trick  is  not  to  get  swept  up  by  the  fad 
of  the  moment.  Precious-metals  mutual 
funds  could  easily  turn  in  1994  returns 
as  horrible  as  1993's  were  ten'ific.  Fimds 
are  the  best  way  to  test  the  waters  in 
such  tricky  fields  as  junk  bonds  and 
overseas  stocks,  where  professional  man- 
agement is  crucial. 

Bonds  and  bond  funds  are  not  likely 
to  have  as  stellar  a  year  in  1994  as  in 
1993  (page  114).  And  occasional  inflation 
scares  will  send  bond  prices  dropping 
temporarily.  Here  again,  investor  jitters 
are  cause  for  solace— and  should  pr'ovide 
buying  opportunities.  Municipal  bonds 
remain  among  the  inost  attractive  fixed- 


1 


income  opportunities,  as  income-ti 
rates  climb  (page  118). 

Overseas  markets,  too,  should  not 
ignored,  despite  their  scalding  perfi 
mance.  Soine  of  the  hottest  markets 
in  such  regions  as  Latin  America  ai 
Asia,  and  they  are  likely  to  remain  alli 
ing  in  the  year  ahead.  Nevertheless, 
vestors  in  the  U.  S.  remain  slow  to  ei] 
brace  global  investing,  which  is  one 
the  best  reasons  to  look  abroad.  We 
amine  the  world  investment  spectru; 
from  Chinese  bicycles  to  Mexici 
telephone  companies,  in  the 
tion  beginning  on  page  96. 
MATTRESS  STUFFING.  Gold,  alwa; 
a  fickle  metal,  is  l)eginning  a  sic 
but  steady  rise-perhaps  above  $4|li^ 
an  ounce  again  (page  131).  Real  (' 
tate,  too,  is  on  the  comeback  tr; 
(page  126).  At  a  time  when  fin;i 
cial  assets  are  on  the  front  burndi 
commodity  funds  are  worth  a  do  • 
look,  at  least  by  those  investo  | 
who  see  a  bear  market  lurkii 
(page  122). 

If  all  these  choices  seem  diz? 
ing,  start  out  by  doing  what  t  ^ 
pros  do:  Draw  up  an  asset-alloq 
tion  plan.  We  tell  you  how  (pa;} 
76).  When  it  comes  to  makii[ 
stock  picks,  check  out  merger  pi 
(page  86)  and  the  Inside  Wj 
Street  section  (page  88).  Take| 
tip  from  one  of  the  experts  we'i 
_  buttonholed  to  invest  a  theoreti 
$100,(J00.  If  you've  struck  it  rich  or' 
you've  simply  been  hoarding  your  gre( 
backs  in  a  mattress  or  money-mark 
fund,  their  insights  should  prove  val 
able  (page  106). 

As  always,  our  compendium  of  t 
best  and  worst  investments  of  the  p£ 
year  can  serve  as  a  guide  to  the  latt 
fads  and  dogs  on  Wall  Street  (page  13 
This  year,  we've  gone  one  step  furth 
and  have  included  a  discussion  of  whe 
not  to  invest  (page  90).  As  any  succe: 
fill  investor  can  tell  you,  not  losing  mc 
ey  is  at  least  as  important  as  maki? 
money. 

By  Gary  Weisn  in  Neiv  Y(. 
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AT  lAST,  THE  RECOVERY 
IS  COMING  OF  AGE 


The  year  will  bring  an  uptick  in  growth,  while  inflation  and  interest  rates  stay  down 


In  March,  1994,  the  U.  S.  expansion 
will  celebrate  its  third  l)irthday.  It 
looks  as  if  the  economy  will  be  able 
to  have  its  cake  and  eat  it  too. 

Economic  growth  in  1994  will  be  a 
bit  stronger  than  in  1993,  and  the  icing 
will  be  another  year  of  very  low  infla- 
tion. Interest  rates  may  tick  up,  l)ut  the 
rise  will  be  so  small  you'll  hardly  no- 
tice. The  rest  of  the  industrialized  world 
will  continue  to  struggle,  limiting  ex- 
ports, but  healthy  demand  in  the  U.  S., 
plus  corporate  cost-cutting,  will  lift  prof- 
its. And  despite  companies'  urge  to 
purge  payrolls,  the  economy  will  create 
enough  jol>s  to  cut  joblessness,  generate 
income,  and  keep  consumers  spending. 
MORE  CONFIDENT.  Sound  like  wishful 
thinking?  Not  al  all.  BUSINESS  WEEK  is 
even  a  touch  more  luillish  than  the  con- 
sensus projection  in  our  survey  of  50 
forecasts  I  table,  page  69).  We  expect 
the  economy  to  grow  a  moderate  but 
healthy  3.2Vt  in  1994,  without  the  gi'owth 
swoon  that  maiTod  199.3's  performance  in 
the  first  half.  We  look  for  inflation  of 
2.7%,  essentially  unchanged  from  1993. 
The  yield  curve  will  flatten,  as  the  Fed- 
eral Reserve  makes  a  couple  of  small 
hikes  in  short-term  rates  and  as  tame  in- 
flation keeps  long-term  rates  down.  And 
we  exi)ect  unemployment  to  dip  below 
6%,  although  that  excludes  the  impact  of 
government  revisions,  due  in  February, 
which  will  shift  the  rate  up  .slightly. 

As  we  see  it,  1994  will  be  a  year 
when  workers  feel  more  secure  in  their 
jobs  and  more  confident  about  taking 


on  debt— elements 

missing  fi"om  the  consumer  outlook  for 
the  past  three  years.  But  at  yearend 
1993,  confidence  turned  up,  and  growth 
in  installment  debt  was  liooming,  mainly 
because  the  U.  S.  generated  about  2  mil- 
lion jolis  in  1993,  the  most  in  four  years. 

That  job  pace  should  continue  in  1994, 
and  the  ciuality  of  new  slots  will  im- 
prove, aided  by  some  hiring  in  manufac- 
turing and  construction.  More  jobs,  plus 
low  interest  rates,  wall  Inioy  demand  for 
housing  and  durable  goods.  Still,  this  is 
no  hiring  l)oom,  as  companies  trim  labor 
costs  to  become  more  comi^etitive.  "Hir- 
ing will  stay  cautious,"  says  Lynn  Reas- 
er  at  First  Interstate  Bank  Ltd.  in  Los 
Angeles,  "especially  because  of  the  un- 
certainty over  health  care." 

Health-care  reform  will  dominate  the 
Clinton  Administration's  agenda  in  1994. 
Businesses  are  wary  that  any  plan  will 
add  to  their  labor  costs,  and  most  econ- 
omists question  whether  the  reforms 
will  cut  the  nation's 
medical  Inlls.  "The  idea 
that  a  l)ureaucracy  can 
be  more  efficient  than 
market  forces  just 
doesn't  wash,"  says  Jo- 
sei)h  W.  Duncan  at 
Dun  &  Bradstreet  Inc. 

Potentially  higher 
employment  costs  are 
why  companies  will 
keep  pushing  for  great- 
er efficiency.  As  a  re- 
sult, the  surge  in  capi- 
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STEADY  AS  SHE  GROWS 
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tal  spending  for  equipment  will  contiii 
in  1994.  In  the  past  two  years,  such 
vestment,  mainly  in  computers  and  m 
er  high-tech  wares,  has  accounted  1 
more  than  40%  of  the  economy's  gi-owi 
The  boom  will  be  financed  by  risi 
profits,  more  equity  financing  by  1 
companies,  and  increased  availabilit> 
credit  to  small  businesses,  as  banks  n  > 
pete  more  for  new  loan  business. 
CHEAP  OIL.  The  payoff  fi'om  this  inw 
ment  and  restructuring  will  be  lasti 
productivity  increases  that  will  keep 
flation  and  interest  rates  low.  "Capital 
vestments  made  in  1993  will  show 
as  productivity  gains  in  1994,"  says  M 
ry  N.  Harris  at  PaineWebber  Inc.  A 
result,  unit  labor  costs,  which  are  ini 
tion's  basic  fuel,  are  likely  to  grow  at 
or  less  for  the  third  year  in  a  n 
That's  less  than  the  projected  pace 
price  gi'owth,  so  profit  margins  genei 
ly  will  have  some  breathing  room. 

Lower  oil  prices  ; 
the  big  bonus.  If  prii 
in  1994  stav  some  1 
below  the' 1993  av 
age— or  at  about  SL 
barrel— the  bene! 
would  be  a  quart 
point  more  gi'owth  ; 
a  half-point  less  in 
tion,  estimates  Lai 
D' Andrea  Tv'son,  v 
chairs  President  C 
ton's  Council  of 
nomic  Advisers.  Cru 
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WHAT  ECONOMISTS  AKE  PREDICTING  FOR  1994 


Percent  change  In  real  gross  domestic  product 

Reol 

Consumer 

Treasury  yields 

Jobless 

1994 

GDP 

prices 

3-mo. 

30^. 

rate 

Percent  change 

1994 

1994 

1994 

1 

II 

III 

IV 

IV  Q  '9; 

'IV  Q  '94 

IV  Q 

IV  Q 

IV  Q 

OSEPH  CARSON  Dean  Witter  Reynolds 

3.7 

4.0 

4.3 

5.0 

4.3 

3.6 

4.50 

7,00 

6.0 

ARRY  J.  KIMBALL  Univ.  of  California  at  Los  Angeles 

3.9 

3.8 

4.0 

4.0 

4.0 

2.2 

2,80 

6,00 

6.0 

ASON  BENDERLY  Benderly  Economic  Associates 

4.5 

3.5 

2.5 

3.5 

3.5 

3.2 

3.50 

6,80 

5.8 

to RRIS  COHEN  Morris  Cohen  &  Associates 

3.6 

3.2 

3.6 

3.6 

3.5 

3.2 

4,50 

6,50 

6.0 

tICHAEL  R.  ENGLUND  MMS  International 

3.0 

3.5 

3.5 

3.5 

£.7 

3,55 

6.00 

6.0 

<AIL  FOSLER  Conference  Board 

3.6 

3,2 

2.6 

3.3 

3.3 

3.9 

3.80 

6.50 

6.3 

HARLES  LIEBERMAN  Cliemlcal  Securities 

3.2 

3.0 

3.3 

4.0 

3.3 

3.4 

4.75 

6.90 

5.9 

OBERT  T.  McGEE  Tokai  Bank 

4.0 

3.0 

3.0 

3.0 

3.3 

2.5 

3.80 

5.80 

5.8 

AMES  C.  COOPER,  KATHLEEN  MADIGAN  BusinessWeek 

3.0 

3.1 

3.3 

3.5 

3.2 

2.7 

3.55 

6.35 

5.9 

riLLIAM  W.  HELMAN  Smitli  Barney  Shearson 

4.0 

3.0 

3.0 

3.0 

J.U 

4.00 

6.20 

5.8 

OSANNE  M.  CAHN  CS  First  Boston 

2.8 

2.8 

3.5 

3.3 

3.1 

3.3 

3.30 

6.25 

5.8 

ONALD  P.  HILTY  Chrysler 

3.1 

3.1 

3.1 

3.2 

3.1 

3.3 

3.75 

6.75 

6.5 

IICKEY  D.  LEVY  NotiunsBanc  Capitol  Markets 

3.2 

3.0 

3.0 

3.0 

3.1 

2.6 

3.60 

5.90 

6.2 

ERNARD  M.  MARKSTEIN  Meridian  Bancorp 

2.7 

3.2 

3.6 

2.9 

3.1 

3.1 

4.10 

6.30 

6.0 

ENNETH  T.  MAYLAND  Society  Notional  Bonk 

2.5 

3.0 

3.3 

3.7 

3.1 

3  2 

3.60 

6.25 

6,2 

DWARD  YARDENI CJ.  Lowrence 

3.0 

3.0 

3.2 

3.2 

3.1 

2.0 

3.00 

5.00 

6,3 

AULW.  BOLTZT  Rowe  Price 

2.6 

2.8 

3.1 

3.6 

3.0 

3.1 

4.00 

6.90 

6,2 

URT  E.  KARL  WEFA  Group 

3.0 

2.9 

3.1 

3.1 

3.0 

3.4 

3,50 

6.20 

6,5 

KRL  J.  PALASH  MCM  MoneyWotch 

3.0 

2.5 

3.0 

3.5 

3.0 

2.5 

3,00 

6.00 

6,5 

ONSTANTINE  G.  SORAS  Nynex 

3.7 

3.0 

3.0 

2.4 

1  0 
o.u 

3,55 

6.88 

6,3 

ONALD  H.  STRASZHEIM  Merrill  Lynch 

3.0 

2.8 

3.1 

3.2 

3.0 

2.7 

3,90 

5.90 

6,3 

ETER  L.  BERNSTEIN  Peter  L  Bernstein 

3.0 

3.3 

3.3 

2.0 

2.9 

3.3 

4,00 

6.50 

6,3 

LADI  CATTO  Texas  Instruments 

3.0 

2.0 

3.5 

3.0 

2.9 

3.0 

3,50 

5.90 

6,0 

lECZYSLAW  KARCZMAR  Deutsche  Bonk 

3.0 

3.3 

2.8 

2.5 

2.9 

3.6 

3,90 

7.10 

6,0 

IWRENCE  A.  KUDLOW  Bear  Stearns 

4.0 

3.0 

2.4 

2.2 

7  9 

J.J 

3,70 

7.00 

6.1 

lURENCE  H.  MEYER  Laurence  H.  Meyer  &  Associates 

3.0 

2.9 

3.1 

2.5 

2.9 

28 

3,60 

5.90 

6,1 

NN  REASERRrst  Interstate 

3.0 

3.1 

2.9 

2.5 

2.9 

32 

3,75 

6.40 

6,3 

ING  WON  SOHN  Norwest 

3.0 

2.6 

2.5 

3.5 

2.9 

2,9 

4,25 

6.50 

6,3 

>GER  BRINNER  DRI/McGrow-MIII 

2.8 

2.9 

2.2 

3.1 

2.8 

3.2 

3,59 

6.24 

6.1 

\Y  C.  FAIR  Falrmodel,  Macro  Inc. 

3.2 

3.0 

2.6 

2.4 

9  SI 

J.U 

3,20 

6.10 

5.7 

)NALD  RATAJCZAK  Georgia  State  University 

2.7 

2.0 

3.0 

3.5 

2.8 

3.1 

3.76 

6.49 

6.4 

WID  M.  BLITZER  Standard  &  Poor  s 

2.6 

2.3 

2.9 

2.8 

2.7 

2.7 

3.30 

6.00 

6.3 

UART  G.  HOFFMAN  PNC  Rnancial 

2.7 

2.6 

2.6 

2.7 

2.7 

2.9 

3.75 

6.30 

6.2 

;TER  J.  KLENOW  Univ.  of  Chicago  Business  School 

2.0 

2.2 

3.0 

2.6 

2.7 

3.3 

3.70 

6.90 

6.4 

)SALIND  WELLS  NPD  Group 

2.4 

2.6 

2.9 

3.1 

9  7 

J.U 

3.50 

6.00 

6.2 

iSEPH  W.  DUNCAN  Dun  &  Brodstreet 

1.7 

2.4 

2.9 

3.4 

2.6 

2.7 

3.40 

6,50 

6.2 

AURY  N.  HARRIS  PaineWebber 

2.1 

2.1 

2.9 

3.2 

2.6 

2.5 

3.50 

6.20 

6.1 

)WARD  L.  KEEN  Conrail 

2.4 

2.8 

2.5 

2.6 

2.6 

2.9 

3.50 

6.50 

6.5 

ICHAEL  R.  PASLAWSKYJ  CIT  Group 

3.1 

2.7 

2.5 

2.3 

2.6 

2.3 

3.10 

5.90 

6.3 

CHARD  B.  BERNER  Mellon  Bonk 

3.5 

1.5 

2.5 

2.5 

9  1 

Z.J 

7  7 

L.I 

3.60 

5,75 

6.0 

;  CHARD  A.  STUCKEY  DuPont 

2.9 

2.1 

2.4 

2.6 

2.5 

3.4 

3.50 

6,20 

6.4 

'  >BERT  BRUSCA  Nikko  Securities 

2.8 

1.5 

1.5 

3.7 

2.4 

3.2 

3.75 

6,55 

5.9 

tRY  L.  CIMINERO  Fleet/Norstor  Rnancial  Group 

2.0 

2.4 

2.7 

2.6 

2.4 

3.1 

3.53 

6.76 

6.2 

ARIES  B.  REEDER  Charles  Reeder  Associates 

2.9 

2.9 

2.1 

1.8 

2.4 

3.0 

3.30 

6.50 

6.5 

iNCY  J.  KIMELMAN  Technical  Data 

2.3 

2.8 

2.0 

2.0 

l.i 

i.i 

3.25 

6.30 

6.4 

HN  E.  SILVIA  Kemper  Rnancial  Services 

3.3 

3.1 

2.5 

2.7 

2.3 

3.0 

3.70 

6.30 

6.2 

UL  H.  HYMANS  RSQE,  Univ.  of  Michigan 

2.9 

2.3 

1.8 

1.9 

2.2 

3.2 

3.15 

6.51 

6.3 

GARY  SHILLING  A.  Gary  Shillings  Co. 

0.9 

2.0 

2.0 

2.0 

1.8 

2.0 

2.50 

5.00 

7.5 

ILIP  BRAVERMAN  DKB Securities 

2.0 

1.0 

1.3 

2.5 

1.7 

2.2 

2.65 

5.50 

7.2 

'BERT  H.  PARKS  Robert  H.  Parks  &  Associates 

4.0 

1.0 

-1.0 

2.0 

1.5 

1.5 

2.50 

5.00 

7.7 

NSENSUS 

3.0% 

2.7% 

2.8% 

3.0% 

2.8% 

3.0% 

3.6% 

6.3% 

6.2% 
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I  NEED  A  SINGLE, 
CONSOLIDATED  INVENTORY  REPORT 
ACROSS  THE  CORPORATION,  NOW. 


WHY  CAN'T  WE  PRIORITIZE  QUARTERjj 
END  SHIPMENTS  BY  REVENUE  AND  I 
PROFIT  .TARGETS?  '  | 


What  is  the  product  mix 

COMING  DOWN  the  PIPELINE 


I] 


REAL-TIME,  CORPORATE-W 
PROFIT  ANALYSIS?  HAH 


BEFORE  YOU  GO  AND  SPEND  YOUR  NEXT  BILLION  DOLLAR! 


Now  THERE'S  A  WAY  TO  UNLOCK 
THE  INFORMATION  YOU  NEED 
TO  RUN  YOUR  BUSINESS. 

INTRODUCING  HURON  THE  FIRST  DISTRI 

BUSINESS  INFORMATION  SYSTEM. 


You've  got  a  billion  dollar  headache.  We'\lo;s 
your  relief:  Huron."  ' 

It's  a  revolutionary  software  system  th(  ti 
you  manage  your  critical  business  issue?  ]c 
not  weeks  or  months  from  now.  es:: 

Huron  builds  and  distributes  integratecyo;;; 
information  across  desktops,  department! liiii 
divisions.  It  tears  down  the  barriers  betwdif; 
incompatible  information  systems  and  de  lif 


-  iQtes  instantly —  giving  you  one 
c  view  of  your  company  operations, 
r  will  turn  your  tectinology  invest- 
i  )  a  strategic  asset  so  you  can 
I'  Bspond  to  market  changes  and 

your  bottom  line. 
!  il  it  ttie  world's  first  Distributed 
It  Information  System.  You'll  call 
Il  lief. 


Don't  settle  for  less.  You  owe  it  to  yourself 
and  your  company  to  evaluate  Huron.  Meet 
withi  your  fellow  corporate  executives  and  cal 
today:  1-800-447-0044,  ext.  100. 

And  if  you  tiaven't  spent  a  billion  dollars 
yet,  congratulations.  Now  you  don't  fiave  to. 

Huron  from  Antores  -  A  joint  venture  ot  Amdatil  and  EDS 


HURON 


The  Whole  In  One 


BUSINESS  OUTLOOK 


oil  pi'ices  could  stay  down,  given  the 
weakness  in  Europe  and  Japan  and  giv- 
en that  Iraq— OPEC's  second-largest  pro- 
ducer—may well  be  back  in  the  market. 

Low  inflation  will  make  the  Fed's  jol) 
easier,  so  the  Administration  and  the 
Fed  could  have  another  year  of  policy 
harmony.  Edward  E.  Yardeni  at  C.  J. 
Lawrence  Inc.,  who  expects  inflation  to 
dip  to  2%,  says:  "The  Fed  should  just 
take  1994  off  and  call  in  for  messages." 
BABY  STEPS.  Most  economists,  however, 
think  the  central  bank  will  look  beyond 
1994  in  an  effort  to  preserve  its  hard- 
won  gains  against  inflation,  especially  if 
the  economy  looks  solid.  By  spring,  the 
Fed  is  likely  to  begin  an  ever-so-gentle 
preemptive  tightening  of  monetary  poli- 
cy. It  will  prol)ably  be  a  baby-steps  ap- 
proach that  follows  market  rates,  similar 
to  its  easing  strategy  in  the  early  1990s. 

A  couple  of  quarter-point  hikes  in  the 
federal  funds  rate  by  yearend  is  unlike- 
ly to  roil  the  Administration,  which  is  al- 
ready forecasting  slightly  higher  rates, 
and  the  economy  won't  even  blink.  In 
fact,  a  show  of  inflation-fighting  resolve 
might  help  hold  down  long-term  rates. 

The  economy  would  be  a  lot  stronger 
in  1994  if  it  were  not  for  the  continuing 


If  inflation  stays  as  low 
as  2%,  "the  Fed  should 
just  take  1994  off  and 
call  in  for  messages" 


defense  cuts  and  widening  trade  defi- 
cit. Without  the  declines  in  these  two 
sectors,  growth  would  have  been  4%  in 

1993,  instead  of  less  than  3%.  Both  of 
these  drags,  however,  should  diminish  in 

1994.  Also,  the  three-year  slump  in  com- 
mercial real  estate  has  hit  l)ottom,  al- 
though the  climb  back  will  be  slow.  Da- 
vid M.  Blitzer  at  Standai'd  &  Poor's 
Corp.  points  out  that  vacancy  rates, 
while  still  high,  are  finally  coming  down. 

Moderate  U.S.  growth  in  1994  will 
bring  in  more  imports— causing  some 
fuilher  woi'sening  of  the  deficit.  Already 
in  the  past  two  years,  impoils'  share  of 
domestic  demand  has  soai'ed  to  a  record 
24%.  Rising  imports  are  not  all  iiad  for 
the  economy,  though.  They  will  help  to 
keep  inflation  in  check.  That's  because 
America's  growing  appetite  for  imports 
and  tons  of  capacity  ovei-seas  will  hold 


down  goods  prices,  even  as  industn 
operating  rates  in  the  U.  S.  rise  to  le\  i 
usually  associated  with  production  bolt! 
necks  and  price  hikes. 

Foreign  trade  will  also  be  hurt  by  i 
problems  overseas.  Europe  and  Japj 
are  about  three  years  behind  the  U.  S. 
their  recovery  process.  As  happened 
the  U.  S  in  1990,  recessions  in  Euro] 
and  Japan  have  exposed  .structural  pro 
lems,  such  as  the  inefficient  use  of  wo: 
forces  and  excess  public  spending,  th 
will  have  to  be  fixed  before  those  eco 
omies  can  once  again  compete  effectiv 
ly  in  the  global  marketplace.  Weakne 
in  Europe  and  Japan  will  detract  fi 
ther  fi-om  U.  S.  export  gi'owth,  althoii-. 
robust  demand  from  developing  natio; 
in  Asia  and  Latin  America  will  offsj 
some  of  that  fall. 

Fewer  foreign  customers  means 
U.  S.  will  have  to  depend  upon  dome- 
demand  for  its  fuel  in  1994.  But  \\i 
American  companies  already  well  ahc 
in  the  global  competitiveness  game,  i 
economy  stands  to  benefit  as  the  resi 
the  industrialized  world  picks  up.  i'> 
that's  pail  of  the  1995  outlook. 

By  James  C.  Cooper  mid  Kathb^ 
Mddiyan  in  New  York 


ROSANNE  M.  CAHN 


THE  SAWIEST  SOOTHSAYER  OF  ALL 


R 


osanne  M.  Cahn 
hit  the  bull's-eye  in 
1993.  When  scored 
against  the  49  other  econ- 
omists in  BUSINESS  week's 
December,  1992,  survey, 
the  CS  First  Boston  econo- 
mist had  at  least  the 
third-closest  forecast  in 
seven  of  the  nine  catego- 
ries that  covered  econom- 
ic gi'owth,  inflation,  inter- 
est rates,  and  unem- 
ployment. 

How  did  she  do  so 
well?  Cahn  admits  that 
she  is  "amazed"  that  oth- 
er forecasters  did  not 
foresee  the  first-half 
slowdown.  "Forecasting 
uses  things  that  are  knowable,"  she 
explains.  "And  what  was  knowable  at 
the  end  of  1992  was  that  post-hurri- 
cane purchases  and  the  shifting  for- 
ward of  bonuses  to  avoid  taxes  would 
boost  fourth-(iuarter  [1992]  sjjending 
at  the  expense  of  early  1993."  And  Ije- 
cause  Cahn  projected  economic  gi'owth 
at  just  2.3%,  she  correctly  expected 
lower  inflation  and  only  modest  im- 
provement in  the  unemployment  rate. 


CAHN:  BESTING  49  OTHER  ECONOMISTS  IN  PREDICTING  1993  TRENDS 


Others  reading  the  economic  tea  leaves 
fairly  accurately  included:  BUSINESS 
week's  economists;  Lloyd  T.  O'Carroll 
of  Reynolds  Metals;  and  Allen  Sinai, 
now  at  Lehman  Brothers. 

For  1994,  Cahn  foresees  the  economy 
growing  at  a  3.1%  pace,  with  the  major 
emphasis  on  capital  goods,  especially 
computers:  "The  substitution  of  capital 
for  labor  will  continue,  especially  as 
the  relative  cost  of  labor  keeps  rising." 


In  Cahn's  view,  lo\ 
interest  rates  and  ar 
vances  in  the  compute 
industry  have  sharpi 
cut  the  cost  of  capitc 
equipment.  At  the  sain 
time,  government  mai 
dates  such  as  raising  tli 
minimum  wage  and  Clii 
ton's  health-care  propi 
sals  continue  to  exert  u| 
ward  pressure  on  tl 
cost  of  workers. 
KID  CARE.  Moreovc 
these  cost  difference 
won't  narrow  soon,  coi 
sidering  Washington 
emphasis  on  family-ani 
work  issues.  Observij 
Cahn:  "Machines  don't 
home  to  take  care  of  sick  kids." 

Of  course,  surprises  could  upset  tl 
1994  forecasts  as  they  did  in  199 
Cahn  points  to  the  Marcfi  blizzard  ai 
summer  floods  as  two  shocks  to  tl 
1993  economy.  "Certainly,  no  one  cou 
have  known  how  bad  the  weathi 
would  be,"  she  says.  After  all,  Cal 
and  the  others  are  economists,  not  mj 
teorologists. 

By  Kathleen  Madigan  in  New  Yo 
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Maybe  this  is  the  year  you  mafe 


Chevrolet,  the  Chevrolet  Emblem,  Corvette  and  the  Corvette  Emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp. 

©1993  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  I™ 


od  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's ' Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LTl  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


^^OP  Chevrolet  Corvette 


ASS  ET  ALLOC  ATI  O  N 


smmiES 
m 
Sims 


AND  THE  WINNER  IS . . . 
STOCKS,  BY  SEVERAL  LENGTHS 

The  asset-allocation  specialists  may  use  different  models,  but  they  all  favor  equities 


With  the  stock  market  i-each- 
in^  unexplored  heights,  al>out 
the  last  thing  that  DeWitt 
Bowman  wants  to  do  is  eml)ark  on  a  $4 
l)illion  stock-buying  binge.  But  Bowman, 
the  cautious  chief  investment  officer  for 
the  $79  billion  California  Public  Em- 
ployees' Retirement  System  (CalFERS), 
has  his  marching  orders.  Because  of  low- 
eiv  interest  rates  on  l)onds  and  the  out- 
look that  rates  will  remain  low,  the 
Board  of  Administration  of  the  nation's 
largest  public  pension  funrl  decided  to  in- 
crease its  equity  investments  from  50% 
to  55%  of  the  fund's  assets.  "It's  hard  to 
implement  that  with  the  market  so 
high,"  sighs  Bowman,  "but  we'll  do  it." 

Welcome  to  the  world  of  asset  alloca- 
tion. Whether  we  realize  it  or  not,  we 
are  all  asset  allocators— from  mega-in- 
vestors such  as  Bowman  to  employees 
moving  money  around  their  4()l(kl  plans 
or"  retirees  pulling  money  out  of  l)anks 
to  seek  higher  returns.  Some  allocators 
do  it  with  a  pencil  and  pocket  calculator, 
others  with  supercomputers.  But  they're 
all  driving  at  the  same  thing:  to  create  a 
mix  of  assets  that  will  hit  the  sweet 
spot  where  the  investor'  gets  the  most 
r'etur-n  For-  the  least  risk. 
SOLID  FORECAST.  FiUSINESS  WEEK  has  sur*- 
veyed  Wall  Str-eet's  leading  investment 
strategists  who  develop  asset-allocation 
models  for  their-  clients.  Locjking  at  what 
these  sti'ategists  apportion  to  stocks, 
bonds,  arrd  cash,  one  thing  is  clear: 
Stocks  ar-e  the  favored  investment  (ta- 
ble). The  str-ategists  come  to  that  conclu- 
sion through  a  variety  of  methods. 
PaineWebl)er  Irrc.'s  Edward  M.  Ker-sch- 


nei-  employs  a  totally  quantitative  ap- 
pr-oach  that  uses  such  infor-mation  as  an- 
alysts' earnings  forecasts  and  the  cun'ent 
level  of  interest  rates.  He  then  runs  it 
thi'ough  a  computer  model  that  com- 
pares I'elationships  on  the  retiu'ns  among 
stocks,  bonds,  and  cash  over  time.  His 
recommendation:  72%  of  your  assets 
should  l)e  in  stocks. 

Er'ic  T.  Miller,  investment  strategist  at 
Donaldson,  Lufkin  &  Jenr-ette  Securities 
Cor-p.,  also  uses  quantitative  models,  lait 
he  may  modify  his  results  for  variai»les 
that  can't  l)e  reduced  to  numbers,  such 
as  the  Washington  political  scene.  Pres- 
ident Clinton's  standing  on 
Wall  Street  is 
now  better  than 
it  was  six  months 
ago,  according  to 
Miller,  "but  the  in- 
vestment commu- 
nity is  still  suspi- 
cious of  him." 

The  most  l)ullish 
allocation    in  the 
BUSINESS  WEEK  sur- 
vey comes  from  cs 
Fir'st  Boston  Corp.'s 
Jeffrey    M.  Apple- 
gate,  who  has  put 
80%  of  his  stake  in 
stocks,  20%)  in  bonds, 
and  nothing  in  cash. 
That    doesn't  mean 
he's  expecting  a  r'un- 
away  bull  market  for 
stocks.  In  fact,  his  fore- 
cast is  an  11%  total  re- 
turn (appreciation  plus 


dividends)  for  stocks,  which  is  about  ■ 
long-term  average.  But  it's  nearly  dou 
the  6%  he  expects  to  make  from  bon 
Indeed,  for  bonds  to  earn  any  mo: 
interest  rates  would  have  to  plun 
anew,  as  the  result  of  a  bond-marl 
rally.  With  a  solid  economy  expected 
1994,  that's  an  unlikely  event.  As 
his  zero  allocation  to  cash,  he  says: 
this  environment,  cash  has  no  inve 
ment  merit." 
INSURANCE  POLICY.  With  short  ral 
oir  the  floor-,  few  strategists  would 
gire  with  that.  But  most  prefer  to  k( 
a  little  cash  just 


HOW  THESE 
INVESTMENT 
STRATEGISTS 
WOULD  DIWY 
UP  YOUR  MONEY 


STRATEGIST  I  JEFFREY  APPLEGATE  |  EDWARD  KERSCHNER  ■  RAmOND  WORSECK 


FIRM 


CS  FIRST  BOSTON 


PAINEWEBBER 


A.G.  EDWARDS  GOLDMAN ! 


DATA:  BUSINESSWEEK 


STOCKS 
BONDS 
CASH 
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same.  Cash  never  goes  down  in  val- 
while  stocks  and  bonds  can,  so  it's  a 
of  an  insurance  policy  should  the 
kets  turn  south.  Even  more,  the 
I  account  is  where  you  park  money 
n  you  have  taken  profits  in  one  as- 
and  are  waiting  to  redeploy.  If  in- 
ors  have  been  following  the  strate- 
5'  advice,  the  cash  they  have  raised 
come  from  profit-taking  in  bonds, 
stocks,  and  it's  meant  to  be  spent, 
s  Charles  I.  Clough,  investment 
tegist  for  Merrill  Lynch  &  Co.: 
h  should  be  looking  for  opportunity." 

stocks  are  the  asset  of  choice,  why 
just  buy  them  and  ignore  bonds? 

could,  especially  if  you're  dealing 
,  a  retirement  plan  that  you  are  al)- 
tely  sure  you  won't  tap  for  decades, 
ks  are  the  riskiest  of  the  three  basic 
t  classes,  and  the  year-to-year  re- 
s  can  swing  wildly.  But  the  longer 
•  investment  horizon,  the  more 
<s  you  should  own.  According  to  Ib- 
on  Associates,  stocks  have  provided 
sitive  return  during  47  of  the  last  67 
•s  (1926  to  1992).  That's  70%  of  the 
:.  If  you  look  at  58  10-year  periods, 
{s  had  positive  returns  97% 


of  the  time,  outpaced  infla- 
tion 88%  of  the  time,  and 
were  the  best-performing  as- 
sets 84%  of  the  time. 

Ti'ue,  most  jjension  funds 
have  long-term  horizons.  But 
they  also  have  to  meet  obli- 
gations to  retirees  who  are 
collecting  benefits  now  and 
will  in  the  next  several 
years.  Investors  at  such 
funds  can't  take  the  risk 
that  stocks  will  swoon  in  the 
short  term,  even  though 
they  may  show  superior  re- 
tui'ns  in  the  long  run.  That's 
why  pension  funds  hold 
bonds  to  create  a  balanced  portfolio. 
OVERSEAS  ASSISTANCE.  But  even  balanced 
investors  don't  stand  still.  When  the 
outlook  for  stocks  is  superior  to  bonds, 
as  it  is  now,  they  may  ramp  up  their  al- 
location to  the  equity  side.  These  cau- 
tious investors,  such  as  the  board  mem- 
bers at  CalPERS,  make  their  asset- 
allocation  changes  in  small  increments. 
However,  because  their  portfolios  are 
so  enormous,  a  5%  or  10%  tilt  toward  or 
away  fi"om  ecjui- 
ties  or  bonds 
can  have  a  huge 
impact  on  prices 
and  the  markets. 
That's  why  even 
if  you're  only  in- 
vesting the  funds 
in  your  individual 
retirement  account, 
you  have  to  know 
.  '  \  how  the  big  inves- 
tors are  moving 
their  money  around. 

While  the  basic 
asset-allocation  pro- 
cess    uses     U.  S. 
stocks,  U.  S.  bonds, 
and  cash,  many  in- 
x  estors  are  widening 
I  heir  investment 
choices.  CalPERS'  Bow- 
man, for  instance,  can 
use  privately  placed 
equity    and  foreign 
stocks  in  his  overall  eq- 
uity allocation.  At  the 
moment,    about  one- 


Act/on 

Boost  the 
equity  portion 
of  your  port- 
folio, and 
don't  forget 

to  include 
some  foreign 
stocks 


(luarter  of  Bowman's  equity 
investments  are  in  foreign 
mai-kets,  or  13%  of  the  total 
fund. 

Indeed,  those  who  have 
counted  foreign  stocks  as 
part  of  their  equity  holdings 
have  been  richly  rewarded 
over  the  past  year  as  for- 
eign stocks,  on  average, 
have  outperformed  domes- 
tic stocks  3  to  1.  In  addi- 
tion, many  analysts  believe 
that  foreign  stocks  will  beat 
American  stocks  again  in 
1994.  Besides  potentially 
higher  returns,  offshore 
markets  don't  move  in  tandem  with  Wall 
Street.  "Even  if  you  have  a  portfolio  of 
different  equity  mutual  funds,  you  don't 
really  have  diversification  until  you  have 
foreign  funds  as  well,"  says  Edmund  M. 
Notzen,  who  runs  T.  Rowe  Price  Spec- 
trum Growth  Fund,  a  fund  which  in- 
vests in  other  mutual  funds. 

Big  pension  funds  and  wealthy  indi- 
viduals have  high-priced  consultants  to 
help  them  crunch  numliers  and  allocate 
assets.  Individual  investors  can  get  help 
from  brokers  and  financial  planners  on 
strategic  asset  allocation— setting  the 
long-term  allocations  to  meet  investment 
objectives.  But  there's  not  much  help  if 
they  prefer  fine-tuning  the  allocations 
based  on  the  changing  environment. 

That's  why  the  Fidelity  Asset  Manag- 
er Fund  has  grown  from  $3.3  billion  to 
$8.4  l)illion  this  year.  The  fund's  mix 
now  is  46%  stocks,  42%  bonds,  and  12% 
cash,  which  is  a  little  lighter  on  stocks 
and  much  heavier  on  bonds  than  most 
strategists.  But  more  than  half  of  the 
bond  allocation  is  in  foreign  bonds,  which 
are  benefiting  fi'om  falling  interest  rates 
abroad.  Half  the  total  portfolio  is  in  non- 
U.  S.  investments.  The  fund  is  up  21%  so 
far  this  year— beating  the  funds  and 
strategists  who  stayed  at  home. 

U.  S.  stocks  and  bonds  had  near-iden- 
tical returns  in  1993.  So  as  long  as  allo- 
cators stayed  out  of  cash,  they  did  just 
fine.  But  1993  is  more  the  exception 
than  the  rule,  and  how  investors  divide 
their  assets  can  spell  the  difference  be- 
tween a  mediocre  and  a  swell  year. 
By  Jeffrey  M.  Laderman  in  Neir  York 
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So  we  thought  there  had  to  be  other 
young  couples  like  us  with  good  taste  and 
no  money.  We  were  23  years  old  and  we 
really  had  no  understanding  ot  retail.  But 
we  were  very  ambitious  and  very  hungry. 

The  name  Crate  &  Barrel  just  kind  of 
evolved.  When  we  first  started,  we  had  no 
money  for  fixtures,  so  we  simply  turned 


philosophy.  Nowadays,  things  have  to  be 
accessible.  We  want  people  to  pick  them 
up  and  touch  them.  We  want  people  to  see 
something  and  say  to  themselves,  'I  love 
this.  Wow,  I  can  buy  this.' 

I  certainly  think  that  seeing  a  sign  on  a 
store  window  welcoming  the  American 
Express"'  Card  makes  you  feel  comfortable. 


WHE]\  WE  GOT  MAHHIED.  EVEltYTHIlVG  WK 
LOVED  WAS  TOO  EXPEIVSIVE,  AI¥D  EVEHYTMIIVG 
WE  eOULlI  y\EFOR]l  WA¥i  TOO  UGLY. 


over  the  packing  crates  and  barrels.  Then 
we  stacked  up  the  dinnerware  and  glass- 
ware, and  said,  'That'll  tell  a  story  that  you 
can't  tell  any  other  way.' 

It's  not  exciting  to  sell  beautiful  things 
people  can't  afford.  But  if  they  can  afford 
them  they  get  excited,  because  they  can 
own  them.  So  that's  our  merchandising 


You're  not  worrying  about  whether  or  not 
you  can  pay  for  something.  And  that  can 
only  be  good  for  business. 

American  Express  reminds  you  it  takes 
a  lot  of  shopping  to  make  a  house  a  home. 
Gordon  would  like  to  remind  you  they're 
open  tonight. 

Gordon  Segal 
Co-Founder,  Crate  &  Barrel 
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THE  BULL  HAS  OHLY  BEGUN 
TO  CHARGE 


The  market  is  entering  its  second  phase,  when  earnings  accelerate 


ard-charging,  determined,  and  ut- 
terly macho,  the  l)ull  has  long- 
been  a  symbol  of  rising  markets. 
With  a  59%  gain  over 
the  last  three  years, 
things  have  l)een  so 
good  tor  so  long  that 
a  growing  number  of 
investors  fear  the  bear 
will  come  out  of  hil)er- 
nation  and  maul  the 
aging  bull.  But  perhai)s 
the  most  fitting  sym- 
bol of  the  stock  mar- 
ket today  is  neither 
Inill  nor  l)ear,  but  l)un- 
ny.  You  know,  the  ral)- 
bit  in  the  battery  com- 
mercial, the  one  that 
keeps  going  and  going 
and  going .... 

The  bunny's  l)atter- 
ies  still  pack  a  lot 
of  energy.  They're 
charged  up  with  the 
power  of  low  interest 
rates,  rising  corporate 
profits,  and  plenty  of 
cash.  That  money  is 
coming  from  individu- 
al investors  via  equity 
mutual  funds.  In  the 
first  10  months  of  the 
year,  the  funds  took  in  more 
than  billion,  and  they  continue  to 
collect  money  at  a  bi-isk  rate. 
SURPRISES.  Sf)  1994  is  shaping  up  as  a 
good  year  for  the  equity  market,  mainly 
because  the  economy— 32  months  after  it 
officially  emerged  from  recession— is  fi- 
nally starting  to  show 
some  decent  gi-owth, 
and  that's  already  show- 
ing up  in  corporate 
profits.  Elaine  M.  Garza- 
relli,  director  of  sector 
analysis  at  Lehman 
Brothers  Inc.,  notes  that 
since  the  third  quarter, 
twice  as  many  compa- 
nies have  been  report- 
ing "positive  earnings 
surprises"— better  than 
expected— as  negative 
surprises.  Says  Garza-  DEC  31,  '92 
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relli:  "That  will  make  an- 
alysts stall  to  raise  earnings  estimates, 
and  that  always  helps  the  stock  market 
move  higher." 

Higher  profits  and  a  .stronger  econo- 
my could  cause  the  Federal  Reserve  to 


THE  DOW 
IS  RACING  AHEAD. 


...WHILE  THE  S&P  500 
CLIMBS  MORE  SLOWLY 
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push  up  short-term  inter( 
rates.  That  would  ha 
been  a  disaster  for  t 
stock  market  a  year 
but  a  modest  increa 
shouldn't  be  a  probk 
now.  The  first  part  o; 
')ull  market  gets 
strength  from  ti 
ing  interest  rat 
and  the  hquidi 
it  provides.  T 
second  pha 
gets  its  streng 
when  earnin 
accelerate,  a 
that's  the  sta 
the  market  is 
now.  The  big  pre 
em  comes  wh 
earnings  growth  ( 
celerates  or  inten 
rates  accelerai 
Neither  should 
a  problem  in  t 
near  future. 
That's  why  str: 
egists  are  upbe 
bout  1994.  Abby  . 
ph  Cohen,  co-chainn 
the  investment  pc 
committee  at  Goldmj 
&  Co.,  figures  stoc 
should  deliver  a  total  return  (app: 
elation  plus  dividends)  of  about  12% 
14%.  That  may  not  sound  like  a  lot,  t 
the  average  annual  total  return 
stocks  is  10.3%.  If  Joseph  is  right,  t 
Standar-d  &  Poor's  5()0-stock  index,  nt 
at  466,  could  climb  as  high  as  516,  a 
the  Dow  Jones  indust 
al  average,  now.  at  37i 
u))  to  4150. 
PRICEY  PURCHASE.  Evi 

one  of  Wall  Streej 
least  bullish  strategis 
David  Shulman  of  S;i 
mon  Brothers  In; 
doesn't  think  there  w 
be  a  disaster.  "It  w] 
be  a  moi-e  difficult  ye 
than  1993,"  he  sa} 
Still,  Shulman  expe(' 
the  S&P  500  to  sta 
DEC.  13  '93         y%>  to  9%  higher  wh 


cy 
Sachs 
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STRATEGIES  FOR  S^C■i 


Stock 


books  are  closed  on 
I.  Counting  dividends, 
,'s  still  an  11%  return, 
ch  beats  what  inves- 
;  will  do  in  bank  ac- 
its  or  even  bonds. 

■  the  forecasters  are 
it  about  1994,  the 
k  market  will  deliver 
tive  gains  for  the 
•th  year  in  a  row. 
t  strikes  an  inereas- 
number  of  investors 
unlikely.  Why?  The 
ket  is  starting  the 

•  with  the  major  aver- 
5  at  record  high  lev- 
dividend  yields  are 

•  record  lows,  and  val- 
on  measures  such  as 
e-to-book  ratios  and 
e-to-earnings  ratios 
also  reaching  for  their 
IS.  "I  like  to  buy 
t's  cheap,  and  by  no 
ns  are  stocks  cheap," 

Robert  A.  McLaugh- 
chief  investment  offi- 
for  the  $29  billion 
)  Public  Employees' 
rement  System.  Over 
past  15  months,  he 
cut  the  pension  fund's 
ic  allocation  from  S0% 
1%.  "That's  less  than 
d  on  the  eve  of  the 
»ber,  1987,  crash,"  he 
s. 

he  bearishness  grips 
sletters  whose  read- 
are  mainly  individual 
stors.  The  publication 
er  Digest,  for  instance,  recently  col- 
id  the  1994  forecasts  of  40  such 
betters.  The  tally:  60%  bearish,  40% 
sh.  In  addition,  the  bears  were  also 
nore  downbeat  than  the  bulls  were 
nistic.  The  bears'  average  forecast 
a  16%  drop;  the  bulls  came  up  with 

■  i%  gain.  All  of  this  bearish  senti- 
t  gives  the  stock  market  a  lot  of 
1  to  move  up.  Market  tops  are  usu- 
i  punctuated  by  excessive  optimism 
an  absence  of  pessimism. 
SAVINGS  TIME.  Of  coOTse,  sentiment 
;ators  can  change  quickly.  But  there 
underlying  forces  in  the  economy 
are  turning  investor  dollars  toward 
iS,  and  such  trends  take  years  to 

out.  The  billions  that  have  poured 
equity  mutual  funds  since  1991  are 
only  a  response  to  lower  interest 
3.  Demographics  is  playing  a  major 
.  as  well,  as  baby  boomers  move  into 
lage  when  individuals  build  up  sav- 
.  They're  choosing  stocks  because 
neir  superior  long-term  returns, 
or  much  the  same  reason,  some  mar- 
watchers  think  pension  funds  will 
ibe  forced  to  increase  their  alloca- 


STOCKS  FOR  AN  EXPANDING  ECONOMY 


Price* 


P-t  foHo''*        Dividend  yield 


AMR  68^  13.5  NA 

A  strike  wiped  out  '93  profits,  but  analysts  think  cost-cutting,  lower  fuel  prices,  and 
a  better  economy  will  make  the  airline  soar  in  '94. 

CENTEX  29%  0^5%" 

Housing  is  more  affordable  than  it  has  been  in  two  decades,  which  is  great  news 
for  a  company  that  builds  new  homes. 

CHASE  MANHATTAN         32%  7.5  3.7 

Fear  of  higher  rates  makes  many  shun  bank  stocks,  but  with  more  capital  and  lower 
costs,  money-center  banks  con  still  deliver  gains. 


2.9 

vith 


DEERE  69^  13.6 

Leading  manufacturer  of  farm  and  construction  equipment  should  prosper 
improving  world  economy. 

ILUOR  42  18.9  1.2 

This  engineering  and  construction  company  builds  the  industrial  infrastructure  that's 
needed  in  developing  countries. 

FORD  MOTOR  64X  11.3  2.5 

The  Big  Three  are  all  booming.  Ford,  which  is  up  only  51%  this  year,  may  be  the 
best  play  for  '94. 

IBM  Sn  2M~  1.7 

Analysts  are  finally  saying  nice  things  about  Big  Blue,  yet  institutions  own  little  of  it. 
Good  news  on  profits  could  trigger  a  buying  stampede. 

INTEL  571^  9^8  0A~ 

Its  cliips  are  the  brains  of  most  computers  today  and  will  probably  continue  to  be  in 
the  future.  Stock  is  cheap. 

KNIGHT-RIDDER  S9%  18.2  2.4 

Advertising  lineage  is  picking  up  along  with  the  economy,  and  that's  a  plus  for  one 
of  the  nation's  largest  newspaper  publishers. 

WMX  TECHNOLOGIES       27%  14.6  2.2 

Stock  so  beaten  up,  there's  little  downside  risk.  Better  economy  should  lead  to  higher 
trash  volume  and  fatter  profits. 

'Dec.  1 3,  1 993  *  'Based  on  1 994  consensus  earnings  forecasts  from  Institutional  Brokers  Estimates  System 
DATA:  BUSINESS  WEEK  INTERVIEWS  WITH  PORTFOLIO  MANAGERS  AND  ANALYSTS 


tions  to  stocks.  At  current  and  prospec- 
tive rates  of  returns,  bonds  just  won't 
generate  enough  of  a  return  to  meet 
the  funds'  long-term  obligations.  "That's 
the  next  wave  of  money  to  hit  the  stock 
market,"  says  Edward  M.  Kerschner, 
chairman  of  PaineWebber  ^ 
Inc.'s  investment  policy  com- 
mittee. When  the  money  hits 
the  market,  it  will  continue 
to  hunt  for  opportunities  in 
economically  sensitive  stocks, 
or  cyclicals,  much  as  it's 
done  all  year.  That's  why  the 
Dow  industrials,  up  14%,  has 
outpaced  the  S&P  500,  which 
has  only  gained  6.9%.  Cycli- 
cals weigh  more  heavily  in 
the  Dow  than  in  the  S&P. 

In  fact,  the  brightest  spot 
in  the  Dow  so  far  this  year 
is  the  cyclical  General  Mo- 
tors Corp.  At  56,  GM  is  up   

78%  so  far  this  year,  and  on  Dec.  9  final- 
ly beat  the  all-time  high  set  in  1965. 
The  other  automotives  are  racing  along 
as  well.  Chrysler  Corp.,  up  75%,  and 
Ford  Motor  Co.,  up  50%,  are  also  in  the 


Action 

With  the  econo- 
my picking  up, 

buy  cyclical 
stocks,  especial- 
ly technology, 
auto,  and  capi- 
tal-equipment 
companies 


fast  lane.  Market  analyst 
Laszlo  Birinyi,  who  tracks 
money  going  in  and  out 
of  stocks,  says  the  auto- 
motives are  still  compel- 
ling buys.  "Every  time 
the  stocks  pull  back  a  lit- 
tle, fresh  money  comes 
rushing  in." 

Many  pros  also  rank 
the  housing  industry, 
helped  by  low  interest 
rates  and  more  affordable 
home  prices,  as  a  buy  for 
1994.  That  includes  home- 
builder  Centex  Corp.  and 
companies  that  make  any 
kind  of  item  for  the 
home:  Crane  for  plumb- 
ing fixtures.  Whirlpool 
for  appliances,  or  Ethan 
Allen  for  furniture. 
DRAWN  OUT.  Another  im- 
portant theme  for  1994  is 
"productivity."  That's  the 
buzzword  for  companies 
whose  products  "help 
l)usiness  do  more  with 
fewer  people  or  get  more 
out  of  human  labor,"  says 
William  E.  Dodge,  mar- 
ket strategist  for  Dean 
Witter  Reynolds.  Pro- 
ductivity plays  include 
Deere,  Fluor,  and  Inger- 
soll-Rand  in  capital  goods, 
and  computer-related 
companies  like  Compaq 
Computer,  Intel,  Micro- 
soft, Motorola  and  Ora- 
cle Systems. 

Tech  stocks  are  allur- 
ing to  foreign  money  managers  who  hold 
U.  S.  technology  in  high  regard.  "Em^ope- 
an  clients  tell  me  if  you're  serious  aljout 
the  whole  technology  story,  atxjut  multi- 
media delivery  and  telecom  services,  you 
have  to  end  up  in  U.  S.  companies,"  says 
Michael  Young,  Merrill 
Lynch's  London-based  in- 
vestment strategist. 

Even  the  most  upbeat  in- 
vestors fret  that  stocks 
have  not  had  the  10%  cor- 
rection typical  of  bull  mar- 
kets. But  then  again,  this 
is  no  typical  bull  market. 
The  economy  didn't  come 
out  of  recession  with  hard- 
charging  gains  but  amassed 
its  strength  slowly  and  is 
far  from  peaking.  Likewise, 
the  market  advance  linked 
to  the  economy  is  likely  to 
be  a  drawn-out  affair. 
Should  the  stock  market  bunny  lose 
power  sometime  in  the  next  few  months, 
relax.  The  batteries  aren't  dead:  all  they 
need  is  a  little  time  for  recharging. 
By  Jeffrey  M.  Ladennan  in  New  York 
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EvLMi  imw,  Oliicagos  scciff- 
laws  recall  tlic  sport  warnilv. 

^oii  lcH>L'  a  parlvjintl  licUel. 
l\>lclctl  it.  L  t"uiii|ilc'cl  it.  1  Iicn, 
sini|i!v  lioolecl  il  awav. 
iliirlccn  llimisainl  parL'ing 
licL'cls  wrillcn  eacli  ilay. 
Ma\'lic,  on  a  cliarilaKlc  dav, 


HowA  New  TYPE  Of  Computer  Put  A  Stop 
TO  ONE  OF  CHICAGO'S  FAVORITE 


10  pcrccnl  paid.  *  ImiI  il  \'oiirc 
lliiiilcliit!  ol  plax'inii  tliat  i^amc 
llicse  ilavs,  t)llicials  liaxe 
one  \\'(>itl  (>1  luK  icc:  I  )t>n  I.  * 
Siin  com]iiilcrs  liavc  Keen 
inslallLHl.  /\iul  llic\'  arc  \'ery, 
very  cTlcL'tive.  Llaim  llie 
inclcr  w  as  lir<)L'L'n,  a  n  tl  a 
I  leariiit!  Olliccr  will  cliccL'  a 
melcr  tlalaliase  on  a  iT' u  n 
C('m|-)ulcr.  Protest  tlie  licL'ct 
isn  !  vou  rs,  and  a  scanned 
i  ma  tie  o  I  I  he  ( )rigi  nal  is  pulled 
Ironi  a  d  a  t a  lia  se  .  ^  e  1 1  lliat 
vi'>u  re  in  a  lmrr\',  and  all  tliese 


SMALL  CAP  STOCKS 
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SMALL  CAPS:  STILL 
NO  CAP  IN  SIGHT 


Their  runup  should  continue  in  '94  with  low  rates,  a  strong  cash  influx,  and  a  bit  of  bearishness 


At  a  time  wlien  overseas  markets 
are  leaving  the  U.  S.  in  the  dust, 
only  one  strategy  seems  sure  to 
pay  off  handsomely:  Think  small.  Small- 
capitalization  stocks  were  the  standout 
performers  of  1993.  Driven  by  a  hot  ini- 
tial public  offering  market  and  unde- 
terred by  a  falloff  in  health-care  issues, 
secimdary  stocks  liandily  beat  the  over- 
all market,  clinil:)ing  14.1%  in  the  year  to 
date  vs.  6.9%,  for  the  Standai-d  &  Poor's 
500-stock  index. 

Will  this  strat- 
egy continue  to 
pay  off  foi-  in- 
vestors in  1994? 
That's  a  dicey 
question  because 
small  caps  are 
among  the  most 
volatile  segments  of 
the  stock  market.  But 
the  answer  is  decided- 
ly affirmative.  All  of 
the  fundamental  fac- 
tors that  were  present 
at  this  time  last  year, 
from  modest  valuations 
to  a  healthy  but  not 
overheated  influx  of  mu- 
tual-fund cash,  ai'e  contin- 
uing to  drive  the  market 
for  secondary  stocks. 
PRICE  PRESSURE.  The  case 
for  small  caps  as  a  market- 
cycle  i)henomenon  is  ecjual- 
ly  compelling.  "There's  no 
risk  to  the  cycle  coming  to 
an  end  in  1994— so  long  as  val- 
uations stay  good,"  remarks 
Claudia  E.  Mott,  a  ciuantitative 
analyst  at  Prudential  Securities 
Inc.  and  a  leading  small-cap 
guru.  The  valuation  numbers  ai"e 
cei-tainly  encouraging:  Price-to- 
earnings  and  price-to-book  ratios  of 
small-cap  stocks,  as  compared  with  large 
stocks,  are  actually  below  their  long- 
term  average,  according  to  the  numbei'- 
ci'unchers  at  Prudential  Securities.  And 
the  great  eiH'my  of  small-cap  rallies— 
overoptimism— remains  in  check.  Mutual- 
fund  cash  levels  among  small-cap-orient- 
ed "aggressive  growth"  funds,  which 
dropped    to   a   troublesome   7%  in 


September,  climbed  above  10%  in  Octo- 
ber, the  most  recent  month  foi'  which 
figures  are  available. 

The  fund  numbers  bear  close  watch- 
ing. But  so  long  as  a  tide  of  bearish- 
ness continues  to  tug  at  the  small  caps, 
the  rally  should  continue.  Indeed,  sec- 
ondary-stock watchers  such  as  Mott, 
who  were  strongly  bullish  on  small 
stocks  a  year  ago  as 


on  the  small  caps  was  the  hcalth-ca 
sector,  which  makes  up  a  hefty  13% 
the  index.  Health  stocks  were  decimat 
l)y  the  fallout  from  Clinton's  health-ca 
plan.  The  other  main  area  of  distre 
was  the  consumer  staples  group,  e 
compassing  food,  beverage,  tobac- 
co, and  other 


well,  are 
seeing  their  predictions  resound- 
ingly vindicated. 

A  sector-by-sector  breakdown  of  the 
small-cap  universe  illustrates  the  broad- 
based  character  of  the  small-cap  advance 
(table).  According  to  Frank  Russell  Co., 
only  2  of  the  12  categories  in  the  Russell 
2000  index,  the  leading  small-cap  barom- 
eter, declined  during  the  yeai'.  One  drag 


noncyclical 

stocks,  many  of  which  did  poorly 
during  the  year.  But  the  malaise  in  a 
sumer  stocks  and  health  care  was  off^ 
by  a  rally  in  technology  stocks,  whi 
make  up  some  14%  of  the  small-c,', 
gauge.  I' 
A  resuscitation  of  health-care  stock;- 
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.  least  the  ones  excessively 
shed  by  the  market— should 

drive  small  caps  in  the  year 
i.  Ditto  for  continued  low  in- 
;t  rates,  which  should  keep 
•ing  the  utilities  and  financial- 
;ces  stocks  that  make  up  a 

segment  of  the  small-cap  uni- 
•)— 6%  and  19%,  respectively. 

makes  small  stocks  almost  as 
3st-rate  sensitive  as  large  caps, 
1  are  about  30%  utilities  and  fi- 
al  companies. 

CONCEPTS.  In  fact,  small-cap 
:s  are  a  happier  hunting 
ad  than  the  biggies  for  in- 
rs  seeking  to  cash  in  on  disin- 
m.  Small  regional  banks  re- 

notoriously  little  analyst  coverage, 
ng  them  a  particularly  ripe  field 
5avvy  investors.  The  virtues  of 
-cap  stockpicking  are  further  borne 
)y  the  stellar  performance  of  small 
,s  that  don't  fall  into  any  particular 
fory.  The  "other"  segment  of  the 
ell  index  climbed  nearly  25% 
igh  Nov.  30.  That  is  the  repository 
le  "niche"  companies  that  are  not 
ly  followed  by  Wall  Street  analysts 
ire  the  mother's  milk  of  small-cap 
pickers. 

che  investing  is  likely  to  continue  to 
)ff  handsomely  in  the  months  ahead. 
,  stockpicking  can  be  a  touchy  ex- 
6  when  stocks  are  climbing  past 
all-time  highs.  Timothy  Evnin,  a 
'1-cap  portfolio  manager  at  U.S. 
\  t  Corp.,  observes  that  finding  good 
;s  has  been  getting  a  lot  tougher  in 
it  months.  But  he  has  found  solace 
iscure  insurance  companies  such  as 
lire  Holdings,  a  Chicago-based  un- 
'riter  of  liability  and  property  in- 
ice  30%-owned  by  noted  investor 
ael  Zell. 

lother  insurer  that  tickles  Evnin's 
/  is  Integon  Corp.,  which  writes 
standard"— high-risk— automobile  in- 
•nce  in  the  Southeast.  Both  are 


SMALL  STOCKS  HAVE 
BEATEN  THE  BIG  BOYS 


S&P  500  - 
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strong  companies  with  stellar  growth 
prospects.  Likewise,  he  is  buying  shares 
in  Xyplex  Inc.,  a  computer-networking 
company  with  a  cash-rich  balance  sheet 
that  is  selling  at  only  13  times  recent 
earnings.  Evnin  has  taken  profits  in  such 
hot  stocks  as  Grand  Casinos  Inc.  and 
Acclaim  Entertainment  Inc.,  which  are 
now  selling  at  price-earnings  ratios  of 
30  and  35,  respectively. 

Stocks  such  as  Xy]3lex  represent  the 
low-priced  opportunities  in  the  small-cap 
market.  The  polar  opposite  of  the  value 
stocks  are  those  in  the  often-fi-othy  IPO 
market,  many  of  which  are  what  veteran 
small-cap  manager  Richard  L.  Thorsell 
scornfully  refers  to  as  "concept  stocks"— 
as  in  the  "concept  that  [recent  IPO] 
Boston  Chicken  will  grow  to  a  million 
outlets." 

STRONG  AND  SILENT.  Thorsell,  who  runs 
$400  million  worth  of  portfolios  at 
Thorsell,  Parker  Partners  in  Westport, 
Conn.,  finds  far  more  appeal  among  low- 
visibility  stocks  such  as  regional  banks. 
They  are,  he  notes,  frequently  acquisi- 
tion targets— usually  at  twice  book  val- 
ue—and can  commonly  be  bought  at  VA 
to  IVz  times  book  value.  But  you  have  to 
scour  the  countryside  to  find  out  about 
well-priced  regional  banks  such  as  De- 


posit Guarantee  National  Bank  in 
Jackson,  Miss.,  West  One  Bank  in 
Boise,  Idaho,  and  First  American 
National  Bank  in  Nashville.  Says 
Thorsell:  "I  think  you're  going  to 
see  a  20%  to  25%  move  in  some 
of  these  banks." 

Thorsell  is  also  moving  money 
into  bedraggled  health-care  stocks, 
retailers,  and— despite  the  runup 
there— technology.  His  picks  include 
Merry-Go-Round  Enterprises  Inc., 
a  Joppa  (Md.)-based  retailer,  and 
Fisher  Scientific,  a  laboratory-sup- 
ply manufacturer  trading  at  33, 
'93  with  a  p-e  of  18,  which  Thorsell 
expects  to  rise  to  as  high  as  45  in 
the  next  6  to  12  months.  He  re- 
cently took  a  substantial  position  in  Ex- 
ide  Electronics  Inc.,  a  leading  manufac- 
turer of  uninterruptible  power  supplies 
for  computers.  Exide  is  moving  into 
small-size  comput- 
ers  that  are  be- 
coming more  pop- 
ular. It's  trading 
at  16— less  than  10 
times  its  estimat- 
ed 1994  earnings, 
which  Thorsell  ex- 
pects will  hit  $L70 
a  share. 

Companies  such 
as  Exide  are  rep- 
resentative of  the 
great  silent  ma- 
jority, so  to  speak, 
of  small-cap  stocks. 
They  are  exciting  ii— 
in  a  way  that  has  not  caught  on  with  in- 
vestors generally.  In  the  year  ahead, 
that's  the  smartest  way  of  catching  on 
to  the  small-cap  rally.  The  pitfalls  in 
small  caps,  such  as  frothy  IPOs,  are  sure- 
ly out  there.  But  so  long  as  iPO-style 
madness  remains  restricted  to  the  new 
issues,  small-cap  stocks  will  avoid  a  ner- 
vous breakdown. 

By  Gary  Weiss  in  New  York 
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WHERE  THE  SMALL  CAPS  ARE  BOOMING-AND  FALTERINGl 


TOTAL  RETURN 

THROUGH  NOV.  30, 1993 

HEALTH 

CARE 


13.6% 


CONSUMER 
STAPLES 


16.7% 


25.6% 


17.2% 


13.4% 


19.6% 


19.7% 


24.8% 


23.7% 


15.0% 


lOlOGY    -2.8%  CONSUMER 
DISCRETIONARY 


-3.5%     INTEGRATED      OTHER      MATERIALS  &   PRODUCER  FINANCIAL 
OILS  ENERGY     PROCESSING    DURABLES  SERVICES 

DATA:  FRANK  RUSSELl  CO. 
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WHY  TAKEOVER  PROS 
ARE  TAKING  HEART 


Recovery  means  1994  should  be  a  bright  year  for  buyouts — but  not  those  financed  with  junk  bond 


Make  way  for  the  next  takeover 
gravy  train.  Yes,  buyouts  are 
back,  and  1994  promises  to  be 
a  l>right  year.  Mellon  Bank  Corp.'s 
agreement  to  buy  Dreyfus  Corp.  for 
$1.7  billion  was  the  most  recent  deal 
in  a  long  series  of  mergers  and  ac- 
quisitions announced  in  1993.  But 
junk-bond-financed  deals  are  out: 
Stock  swaps  are  more  the  style, 
with  just  a  bit  of  cash  thrown  in. 

And  that's  just  super  for  the 
takeover  pros,  who  think  good 
money  can  still  be  made  no  mat- 
ter how  a  merger  or  takeover  is 
done.  Buyout  analysts  have  been 
scanning  the  screens  for  companies 
they  l)elieve  could  be  alluring  tar- 
gets in  the  new  assets-for-equity  game, 
which  is  premised  on  strategic  alliances. 

E.  Michael  Metz,  chief  investment 
strategist  at  Oppenheimer  &  Co.,  thinks 
health  care  and  pharmaceuticals  will  be 
at  the  core  of  the  new  wave  of  such  alli- 
ances, in  response  to  the  Clinton  health- 
reform  package.  Major  drug  companies 
will  do  more  merging,  he  says,  as  will 
smaller  operators,  including  health-main- 
tenance organizations  and  hospital-man- 
agement companies. 

Among  the  chief  targets  Metz  sees: 
Upjohn  Co.,  which  he  thinks  heads  the 
shopping  lists  of  Hoffman-La  Roche, 
Hoechst,  and  Glaxo  Holdings;  Marion 
Merrell  Dow;  and  Syntex,  which  has 
signed  a  marketing  agreement  with 
Procter  &  Gamble  Co.  for  some  of  Syn- 
tex' products  that  are  coming  off  patent. 
Metz  notes  that  the  Syntex  pact  with 
P&G  is  the  first  of  its  kind  and  could 
lead  to  a  close  link  between  the  compa- 
nies, which  could  include  a  buyout  of 
Syntex. 

DISCONTENTED  COW.  In  the  food  industry, 
Metz  says  one  company  that  seems  to 
be  waiting  to  be  acquired  is  Borden  Inc., 
whose  stock  slumped  as  low  as  14  earli- 
(■r  in  the  year,  down  from  30. 

He  also  thinks  the  financial  sector  will 
;':ive  some  companies  up  for  grabs:  First 
C:'iii'ago  Corp.  and  Rochester  Commu- 
nilj  .savings  Bank.  First  Chicago  stock  is 
trading  at  around  its  book  value  of  40, 
while  most  banks  of  its  kind  trade  at  1!4 
i  v;  2  times  book.  With  its  diverse  opera- 


tions  in  institutional,  credit-card,  and  re- 
tail banking.  First  Chicago  could  be  very 
attractive  to  the  Ukes  of  acquisitive  Bank 
of  New  York,  says  Metz.  On  the  other 
hand,  Rochester  Community  had  been 
the  object  of  a  buyout  bid,  which  it 
eventually  scuttled.  Metz  says  he  won't 
be  surprised  if  the  company  sells  itself 
at  25  vs.  its  current  price  of  15. 


LIKELY  MERGER  TARGETS 


Stock 

(D 

Price 
ec.  13) 

Takeover 
value 

ALL  AMERICAN 
COMMUNICATIONS 

18 

BORDEN 

\U 

30 

CRESTMONT  FINANCIAL 

19K 

30 

FIRST  CHICAGO 

60 

MARION  MERRELL  DOW 

m 

30 

NORTH  FORK  BANCORP 

m 

20 

ROCHESTER  COMMUNITY  \% 

25 

SYNTEX 

16 

35 

UPJOHN 

30 

45 

WMS  INDUSTRIES 

m 

45 

DATA:  SURVEY  Of  MONEY  MANAGERS  AND  ANALYSTS 

James  Awad,  pi-esident  of  A  wad  \ 
Associates  Asset  Management  in  Nr 
York,  expects  some  relatively  unkno 
companies  in  the  financial  sector  to  dr 
buyout  attention.  His  picks:  Not 
Fork  Bancorp  and  Crestmont  Fin;- 
cial  Corp. 

North  Fork,  whose  stock  tracs 
on  the  Big  Board  at  11,  is  a  bai 
holding  company  that  serves  afl- 
ent  neighijorhoods  on  Long  • 
land,  N.Y.  New  manageme. 
says  Awad,  has  turned  the  co 
pany  around.  In  a  buyout.  No! 
Fork  could  be  worth  twice 
book  value  and  should  attraei 
$2.5-a-share  bid,  he  says.  Crestnn 
Financial  shares  have  been  on  i 
rise,  leaping  to  18,  up  from  10  in  Ju . 
The  company  has  been  beefing  up  ea- 
ings  and  sprucing  up  the  balance  she-. 
Crestmont  should  be  worth  30  in  a  tal- 
over,  he  estimates. 
UPBEAT  MUSIC.  Awad  has  one  takeox 
candidate  in  the  entertainment  ind^ 
try:  All  American  Communications  Ir,; 
a  producer  and  distributor  of  recordir; 
music  and  made-for-television  movi . 
He  thinks  All  American  could  be  an 
tractive  addition  to  a  major  enterta- 
ment  company.  Ti'ading  at  $8  a  sha', 
All  American's  buyout  value  is  $16, 
Awad. 

The  entertainment  field,  says  inva- 
ment  adviser  Charles  LaLoggia,  will  ^ 
a  beehive  of  takeover  activity,  particul'^ 
ly  for  companies  associated  with  gami[. 
His  top  choice:  WMS  Industries  Irj, 
which  controls  some  80%  of  the  wo:il 
market  for  coin-operated  pinball  nl- 
chines.  WTVis  also  owns  major  stakesJ 
three  hotel-casinos  in  Puerto  Rico,  ll 
moi'e  significance,  says  LaLoggia,  is  1^ 
nearly  25%  stake  in  the  company  hd 
by  Sumner  M.  Redstone,  chairman  ajj 
majority  shai-eholder  of  Viacom  Inc.  Rl- 
stone  recently  obtained  clearance  friS 
the  Federal  Trade  Commission  to  rae 
his  stake  to  more  than  25%. 

The  bottom  line,  according  to  U 
pros,  is  that  the  market  seems  ferlb 
ground  again  for  undervalued  ass€[.; 
The  revived  interest  in  mergers  p^-' 
vides  the  evidence. 

By  Gene  G.  Marcial  in  New  i' 
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Introducing  A  New  Way  To 
Buy  Mutual  Funds  From  America's 
Leading  Fund  Companies 

Invest  In  No-load  Funds  without  Transaction  Fees 
Through  Fidelity 's  FundsNetwork® 
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Invest  In  Your  Favorite  Funds 
Through  One  Easy  Source 

Today's  mutual  fund  investor  knows  that  diversifying  can  mean 
owning  fiinds  from  several  different  companies.  But  that  can 
mean  too  many  statements  and  phone  adls  to  manage  your 
money  as  effectively  as  you'd  like.  That's  why  Fidelity  joined 
togetlier  with  many  of  the  nation's  best-known  fund  companies 
to  offer  you  a  better  idea:  it's  called  FundsNetwork.  Now 
tlirougli  FundsNetwork,  Fidelity  allows  you  to  invest  in  a  wide 
luray  of  mutual  funds  all  available  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees. 


Just  One  Call,  One  Statement 

You  don't  need  to  transfer  or  miike  iiny 
chimges  to  your  current  investments  to  take 
advant^^e  of  FundsNetwork.  You  simply  call 
Fidelity,  and  each  investment  you  make 
tlirough  FundsNetwork  is  consolidated  on 
one  easy-to-manj^e  statement.  Best  of  all, 
it  also  means  having  Fidelity  service  aviul- 
able  to  you  24  hours  every  day  , 

Call  today  for  your  free  FundsNetwork 
fact  kit. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity  ^J-^^  Inuesiments^ 

Discount  Brokerage 

4b 

For  more  complete  information,  including  management  fees  and  e.xpenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money.  Fidelity  reserves 
the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidehty  reserves  the  right  to  charge  a  transaction  fee  if  you  make  6ve  or  more 
short-term  redemptions  (sales  of  shares  held  less  th;ui  90  days)  on  no-transaction  fee  funis  in  a  six  month  period.  If  you  purchase  a  no-load  hind  and  pay  a  transaction  fee, 
you  will  be  obhgated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  hinds),  yields  and  returns  will  vary.  Fidehty  Brokerage  Services,  Inc.  ( "FBSI"), 
161  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SIPC. 
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BY  GENE  G.  MARCIAL 


THIS  MAVERICK 

IS  BULLISH  OH  THREE 

UHDERDOGS 


It  was  a  rather  bold  call  when 
maverick  money  manager  Seth 
Cllickenhaus  forecast  in  April,  1988, 
that  the  Dow  Jones  industrial  aver- 
age, then  at  2100,  would  jump  more 
than  40%,  to  3000,  by  mid-i989.  Glick- 
enhaus'  timing  was  off  a  l)it— it  crossed 
the  3000  mark  in  July,  1990.  He  has 
since  stayed  bullish.  The  79-year-old 
owner  and  senior  partner  of  Glicken- 
haus  &  Co.,  a  New  York  investment- 
management  firm,  is  once  again  pre- 
dicting a  sprint  by  the  Dow,  from  its 
current  level  of  3740  to  5,000  by  1995. 

Glickenhaus  makes  a  lot  of  money 
not  in  predicting  the  Dow,  but  in  pick- 
ing stocks.  Currently  managing  $2.1 
billion,  he  has  achieved  an  impressive 
yearly  return  of  26.5%  over  the  past 
three  years  vs.  an  18.1%  gain  by  the 
Standard  &  Poor's  500-stock  index. 

Basically  a  value  investor,  Glicken- 
haus seeks  out-of-favor  outfits— stocks 
temporarily  rejected  by  the  Street 
whose  dynamics  are  bound  to  get  rec- 
ognized soon.  Glickenhaus'  top  picks: 
Countrywide  Credit  Industries,  which 
originates,  buys,  and  sells  loans  for 
single-family  homes;  Global  Mai'ine,  an 
offshore  drilling  contractor  that 
emerged  fi'om  Chapter  11  in  1989;  and 
LTV,  another  Chapter  11  graduate  that 
exited  bankruptcy  in  June. 
GUNG4IO.  Analysts  are  down  on  Coun- 
ti-ywide  because  of  fears  that  interest 
rates  may  be  heading  higher.  But 
(Glickenhaus  remains  adamantly  bull- 
ish. "We  expect  Countrywide  to  stay 
on  top  of  all  financial  companies  in  the 
dollar  amount  of  home  mortgages  it 
buys  and  sells,"  he  .says.  In  the  first 
nine  months  of  1993,  Countrywide 
bought  and  sold  $39  billion,  vs.  $27  bil- 
lion for  all  of  1992.  "We  expect  the 
company  to  service  $250  billion  of 
mortgages  in  the  next  five  years,"  he 
says.  "So  we  see  the  stock  hitting  75  in 
thr'ee  years."  It's  now  at  26. 

He's  as  gung-ho  about  Global  Ma- 
I  ine,  which  operates  a  fleet  of  25  mo- 
iiile  offshore  drilling  rigs,  mostly  in 
ihe  Gulf  of  Mexico.  The  surplus  of  oil 
rigs  of  iate  has  dwindled,  with  demanri 
again  on  the  rise  and  no  new  rigs  be- 
ing built.  The  company  has  slashed 
debt,  and  letising  i-ates,  which  had  been 


B8  B'j;,: 


declining,  are  now  rising.  Glickenhaus 
sees  earnings  of  20<r  and  cash  flow  of 
50<1'  a  shai-e  in  1994  and  profits  of  60*1' 
and  cash  flow  of  90C  in  1995.  The 
stock,  now  at  3%.  will  hit  9  in  two 
years,  he  predicts. 

LTV  will  benefit  from  the  improving 
price  of  steel,  says  Glickenhaus,  who 
describes  the  company  as  a  classic  eco- 
nomic-recovery play.  He  thinks  it  will 
make  $1  to  $1.25  a  share  in  1994  and 
$3.50  to  $4  to  1995.  He  sees  the  stock, 
now  at  15,  climbing  to  25  in  a  year. 


A  SLICK  PLAY 
IH  EHERGY 


With  oil  prices  slumping,  not 
many  investors  dare  bet 
heavily  on  the  poor-perform- 
ing energy  stocks.  But  despite  the 
gloom,  some  money  runners  have  l)een 
snapping  up  shares  of  Anadarko  Pe- 
tr'oleum,  one  of  the  nation's  major  inde- 
pendent oil  and  gas  producers.  What's 
to  gush  about  Anadarko? 

Trading  at  41— down  from  58  in  ear- 
ly October— Anadarko  "is  very  cheap 
based  on  its  exploration  work  in  the 
Gulf  [of  Mexico]  and  elsewhere,"  says  a 
New  York  fund  manager.  The  company, 
he  adds,  is  in  the  midst  of  a  "very  ag- 
gressive and  successful  exploration  pro- 
gram in  the  gulf,  onshore  Texas,  and 
Algeria."  Anadarko  recently  announced 
a  majoi'  discovery  with  Phillips  Peti'o- 
leum  in  the  gulf.  He  figm-es  that  the 
find  contains  150  million  to  300  million 
barrels  of  oil,  worth  $5  to  $7  per  Ana- 
darko .share.  Phillips  and  Anadarko 
have  eight  other  areas  with  similar  po- 
tential where  they  will  drill  in  the  next 
two  years,  says  this  fund  manager. 


Even  more  exciting,  he  asserts,  is 
well  in  the  gulf  called  East  Camerc 
Parish,  which  is  controlled  by  Anada 
ko.  Results  of  that  well  should  be  a; 
nounced  in  the  next  three  weeks.  "A 
indications  point  to  a  large  oil  and  g; 
find,"  he  insists.  If  so,  the  well  c(ju 
produce  $750  million  to  $1.5  billi( 
worth  of  oil,  or  $15  to  $25  a  share,  1 
says.  The  fund  manager  expects  An 
darko  to  announce  results  from  two  ■ 
its  wells  in  Algeria  by  February.  Y 
sees  Anadarko's  stock  doubling  in  tl 
next  12  months. 

Ron  Barone,  an  analyst  at  Kid(l( 
Peabody,  is  also  high  on  Anadarko.  " 
has  several  potential  highly  prolif 
drilling  prospects,"  says  Barone,  th; 
could  bolster  its  reserves,  net  assi 
value— and  hence  stock  price— in  12  i 
15  months. 


SELLIH6  OFF  THE 
PAPERWEIGHTS? 


Paper  and  forest-product  stocl 
are  finally  finding  their  w; 
out  of  the  woods,  but  they'i 
not  in  the  clear  yet.  Red  ink  continut 
to  hamper  the  industry  in  1993,  ar 
the  outlook  for  1994  remains  iffy.  Bi 
with  the  resurgence  of  mergers,  "ce 
tain  paper  and  forest- products  .stocl 
may  just  be  the  right  thing  to  own  ; 
this  point,"  says  Kazi  Hasan,  a  veter; 
paper  and  forest-products  analyst. 

Many  of  these  companies  will  ha\ 
to  sell  entire  divisions,  maintains  H 
san,  a  senior  vice-president  at  R; 
Dirks  Research.  "In  most  cases,  tl 
only  way  out  for  these  companies 
to  spin  off  some  of  their  assets 
underscore  the  market's  undervalu 
tion  of  their  true  worth."  he  says.  D 
spite  strong  cash  flow,  most  fores 
products  companies  are  steepc 
in  heavy  debt,  he  notes.  And  tht 
have  nothing  much  to  show  by  w; 
of  profits.  So  Hasan  has  been  buyii 
into  Champion  International  and  Boi: 
Cascade. 

"Asset-rich  Champion  and  Boise  no 
have  their  backs  to  the  wall,  and  like 
or  not,  spinoffs  are  the  quick  medicii 
for  what's  ailing  them."  Hasan  sa^ 
Champion,  whose  stock  is  at  32, 
worth  60  based  on  its  pulp,  newsprir 
and  printing-paper  units.  Boise,  no 
at  22,  is  worth  twice  its  selling  pric( 

Hasan  sees  earnings  of  50<f  and  ca; 
flow  of  $7.50  a  share  for  Boise  in  199 
vs.  a  $3  loss  in  1993.  He  also  expec 
Champion  to  post  a  1993  loss  of  S 
but  he  sees  1994  earnings  of  $1.20  ai 
cash  flow  of  $6.50. 
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STRATEGIES  FOR  SlCj 


advantis. 

A  NETWORKING  TECHNOLOGY  COMPANY 


YOU'RE  LOOKING  AT  THE  ANSWER  TO  YOUR  COMPANY'S 
NETWORK  OUTSOURCING  NEEDS. 


Actually,  you  won't  find  the  answer  on  this  piece  ol 
K\\ici-.  At  least  not  yet.  And  that  s  exacdy  the  point. 

Your  business  is  different  from  everyone  else's.  Your  net- 
\  Hiking  needs  are  unique.  So  why  is  it  so  many  companies 
liiady  have  a  pre-packaged,  one-size  solution  to  your  net- 
M>i  king  problems,  even  before  they've  asked  you  a  question? 

At  Advantis;^'  we  believe  the  only  real  answer  is  to  start 
V  iih  a  blank  sheet  of  paper.  We'll  sit  down  with  you  and  dis- 
uss  your  specific  requirements.  Then  we'll  recommend  a 
okuion  that's  designed  for  your  company. 

No  one  is  more  capable  of  handling  your  networking 
iccds,  because  networking  is  our  only  business.  Our 


Custom  Network  Solutions  provide  the  foundation  for  your 
data,  voice  and  video  network  requirements  from  re-engi- 
neering through  implementation  and  management.  'We  also 
offer  many  other  value-added  outsourcing  opportunities 
including  a  full  range  of  remote  computing  and  messaging 
services. 

So  if  you're  tired  ol  pat  answers  or  blank  stares,  let  us 
start  with  a  blank  sheet  of  paper.  Call  the 
networking  experts  at  Advantis: 
1-800-775-5808  or  send  an  elec- 
tronic message  to  USA'VTADV  at 

IBMMAIL'"  today.  a  networking  technology  company 


advantis 


!  Ad\  anus  All  righis  reserved  TM  Advanits  is  a  Trademark  oi  Advantis 
M  IIAIMAIL  IS  a  trademark  of  Inlemaiional  Business  Machines  Coqi 


INVESTMENTS  TO  AVOID 
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STOCKS 


DON'T  GET  TRAMPLED 
IN  THE  STAMPEDE 


The  longer  the  bulls  run,  the  harder  it  is  to  find  a  solid  stock  at  a  fair  price 


Whether   it    is  a 
hungry  young 
stockbroker,  a 
colleague  at  the  water  cool- 
er, or  a  friend  at  a  cocktail 
party,  apparently  well- 
meaning  people  are  go- 
ing to  urge  that  you 
make  some  abysmal  in 
vestment  choices  in  the 
coming    year.    They  wi 
tempt  you  with  a  chance  to 
get  in  on  the  initial  public 
offering  of  a  coffee  stock.  Or 
maybe  a  new  real  estate  in- 
vestment trust  that  manag 
es  shopping  malls.  How 
about  a  new  closed-end 
municipal  bond  fund? 

How  about  none  of  the 
above?  A  big  part  of  invest- 
ing successfully  next  year 
will  come  from  knowing 
what  not  to  buy.  If  you're 
easily  tempted  by  stock 
tips,  you  had  best  discon- 
nect your  phone  lines  and 
plug  your  ears  in  1994. 
Wall  Street  will  continue  to  luring  out 
new  issues,  some  of  questionable  quality, 
to  meet  the  apparently  insatiable  pul)lic 
demand.  As  the  bull  market  trudges  on, 
it  will  l^ecome  more  and  mor-e  difficult  to 
find  a  ciuality  stock  that  sells  at  a  rea- 
sonable price.  "You've  always  got  to  be 
more  careful  when  you've  had  a  bull 
market  for  a  while  than  when  you're 
coming  out  of  a  l)eai'  market,"  says 
Fred  R.  Kobrick,  manager  of  Met- 
Life-State  Street  Capital  Apprecia- 
tion Fund. 

STAR  GAZING.  Like  it  or  not,  one 
won't  be  able  to  pick  the  losers  of 
'94  simply  by  zeroing  in  on  those 
specific  sectors  or  industries  that 
are  out  of  favor  at  the  moment.  "At 
various  times,  things  will  get 
bomljed  out,  then  they  get  cheap," 
says  Nola  M.  Falcone,  portfolio  man- 
ager of  the  Evergreen  Total  Return 
Fund,  an  equity-income  fund.  Con- 
sider revisiting  companies  you  cur- 
rently shun  later  in  the  year  to  see 
if  the  stock's  valuations  have  im- 
l)roved,  Falcone  says,  "even  ones 
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that  are  at  silly  [jrice-to-earnings  ratios 
right  now." 

But  while  there  are  no  hard-and-fast 
rules,  there  are  some  general  principles 
you  should  keep  in  mind  when  evaluat- 
ing any  investment  next  yeai'. 

First  of  all,  don't  be  dazzled  by  this 
year's  stars.  "We  would  avoid  the  hot 


STOCKS  TO  AVOID 


Stock 

Price* 

P-E  ratio 

BOSTON  CHICKEN 

37M 

(def) 

SNAPPLE 

23 

61 

STARBUCKS 

1th 

75 

GENTEX 

30^/4 

63 

QUALCOMM 

54^ 

119 

3D0 

116 

U.  S.  SURGICAL 

in 

38 

C.  R.  BARD 

24 

30 

MARK  CENTERS  TRUST 

21 

CROWN  AMERICAN 
REALTY  TRUST 

15 

42 

stocks  of  '93,"  says  Dou 
K.  Rayborn,  chairmai 
Ray  born  &  Co.,  an 
vestment  managem 
firm  in  Defray  Be; 
Fla.  "That  is,  compu 
and  telephone-relatec 
sues  that  have  run 
sharply  and  are  selling 
high  P-Es  with  lots  of 
)ectations." 

Kobrick  warns  of  a 
tinning  telecommunicat 
"mania"  and  says  it 
be  years  before  interac 
media  plays,  such  as  Q 
comm  and  3do,  which 
selling  at  P-Es  of  119 
116,  respectively,  can  j 
erate  earnings  to  pi 
they  are  worth  the  pi 
With  new  technolog; 
sometimes  is  pruden 
invest  ahead  of  earni 
he  says,  but  multim 
is  not  a  new  technol< 
It's  old  technology 
new  jiackage. 
PLAYING  CHICKEN.  But  the  hottest -hi 
priciest— stars  of  1993  were  stock 
which  can  now  be  considered  too  li. 
handle.  "You  would  think  everyone 
could  go  public  reasonably  has  aln 
done  so,"  says  John  H.  Laporte,  ma 
er  of  T.  Rowe  Price  New  Horizons 
New  America  Growth  fimds,  but  he 
there  is  another  group  of  ne\ 
sues  waiting  at  the  door.  "Then 
far  too  many  companies  that 
really  at  the  development  stags  ■ 
ing  to  go  public  and  actually  i 
ceeding." 

Professionals  are  scoffing  at  i  i 
runups,  such  as  the  one  Bo 
Chicken  experienced  on  its  first 
of  ti'ading,  when  it  rose  from  'J 
48.  It  was  selling  at  37'%  a  shar^ 
Dec  13.  "When  you've  got  coi 
nies  with  zero  earnings  doul)liii 
price,  I'm  concerned,"  says  Pan 
l)a  Weingarten,  chairman  of  the'i 
grim  Group  of  mutual  funds. 

Evergreen's  Falcone  advise.Mr 
vestors  to  avoid  any  new  issue  t 
multiples  of  30  or  40.  Snapple,  ^  n 


*As  of  Dec.  13. 
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STRATEGIES  FOR  Oi- 


The  Boston  Harbor  project  is  one  of  the  most  ambitious 
environmental  projects  of  this  decade.  When  completed,  it 
will  include  the  second-largest  wastewater  treatment  plant 
in  the  United  States,  capable  of  treating  1.3  billion  gallons 
daily;  and  a  9.5-mile  discharge  tunnel  over  24  feet  in  diame- 
ter bored  more  than  400  feet  beneath  the  water's  surface. 
An  estimated  2.5  million  people  ultimately  v;ill  be  served  by 
this  facility. 

IGF  Kaiser,  the  construction  manager  for  this  massive 
effort,  is  facing  tough  challenges  -  time  and  space  -  to 
reclaim  the  harbor.  The  construction  schedule  is  mandated 
by  a  federal  court  order.  And  the  construction  site  is  a  scant 
180  acres  on  Deer  Island,  with  limited  access. 

Coordination  is  key.  ICF  Kaiser  has  centralized  all  ser- 
vices and  supplies  on  the  island,  from  concrete  supply  to 


water,  fuel,  and  power  resources.  In  addition,  ICF  Kaiser  is 
supemsing  and  coordinating  30  prime  contractors  and 
2,800  personnel. 

Far  from  being  a  tea  party,  cleaning  up  Boston  Harbor  is 
the  kind  of  complex  job  that  ICF  Kaiser  takes  on  with  excel- 
lence -  by  providing  integrated  engineering,  construction, 
and  consulting  semces  -  throughout  the  world, 
g  For  more  information  about  our  work  in  the  environment, 
infrastructure,  industry,  and  energy  markets,  call  ICF  Kaiser 
International,  Inc.,  at  800/423-4860  or  write  9300  Lee 
Highway,  Fairfax,  Virginia  22031-1207. 

#  ICF  KAISER 

Worldwide  excellence  in  meeting  client  needs 


HOW  A  QUI 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


We've  learned  some- 
thing  over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 
^1^-        existing  ones.  Even  more  than  technology,  it  takes 
ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net- 
vork  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
none.  And  made  America's  first  high-bandwidth 

rvivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
!rvice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
Dsolete.  qD    When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
irst  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 

► vide  the  answers  when  America's 
Bells  ring. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Prepare  for 
tlie  test. 


Transfer  Your  IRA  to  Twentieth  Century 

Twentieth  Century  offers  top-perfomiing  IRA  choices  with  no  custodial 
fees  for  IRAs  over  $10,000.  Here's  the  perfonnance  of  one  of  our  equity 
funds.  Call  or  write  for  your  free  IRA  information  kit  about  our  family  of 

no-load  mutual  funds.  Tlie  kit  contains  a 
prosi^ectus  with  more  complete  infomiation, 
including  charges  and  expenses.  Please 
I'ead  the  prospectus  carefully 
before  investing. 


Select  Investors- 


Average  Annual  Total  Returns 
as  of  September  30.  1993' 

21.83  ° 
1 5.38° 


1  Year... 
5  Years. 


10  Years.. 
20  Years.. 


1  2.44° 
1  9.43% 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  IvinsasCity,  MO  64141-6200 


©  1993  Twentieth  Century  Services,  Inc 
BSW/IKT/P 


Investments  That  Work 


"Data  quoted  represents  past  performance, Investment  return  and  principal  value  will  fluctuate,  and  redemption 
value  may  be  more  or  less  than  original  cost. 


DANIEL  MINK 


Ilontrary  to  much  of  the  thinking  on 
11  Street,  Joseph  V.  Battipaglia,  chief 
estment  strategist  at  Gruntal  &  Co., 
s  some  personal-computer  makers, 
h  as  Dell  and  Zenith,  should  be  avoid- 
"They  are  basically  just  assemblers 
h  no  value  added,"  he  says.  Batti- 
;lia  also  recommends  that  investors 
3r  clear  of  natural  resources,  includ- 
chemical  and  metals  companies:  "We 
eve  any  industrial  demand  will  be 
"e  than  offset  by  cash-starved  pro- 
ducers looking  to 
clear  inventories  at 
any  price." 

To  really  judge 
a  stock  a  loser, 
you  have  to  look 
at  the  "innards"  of 
the  company,  says 
Kobrick.  '  This 
means  doing  some 
research-or  trust- 
ing your  broker. 
Falcone  searches 
for  stocks  with 
high  current  in- 
come that  can  pro- 
vide a  cushion  in  a 
j  'nturn. 

(owever,  Falcone  says,  an  unusually 
1  dividend  can  be  an  indication  of 
ikness  at  a  company.  If  the  compa- 
;  earnings  are  not  covering  the  divi- 
d,  it  may  be  in  a  period  of  slow 
ivth.  "The  quality  of  earnings  is  a 
issue,"  says  Peggy  Woodford  Forbes, 
?ident  of  Woodford  Capital  Manage- 
it  Inc.,  based  in  New  York.  "We've 
1  a  lot  of  growth  happen  because  of 
ructuring  and  downsizing.  Now  we 
e  to  see  whether  that  leanness  and 
liiency  will  pay  off." 
rr  AND  MOTION.  Also  look  sharply  at 
recent  price  movements  of  any 
k.  There  is  nothing  wrong  with  "mo- 
itum"  investing,  or  picking  the  stocks 
-  are  rising  the  fastest  in  price,  on 
theory  that  "a  body  in  motion  tends 
tay  in  motion,"  says  Buck  Newsome, 
laging  director  of  the  Cambridge  Fi- 
dal  Group,  an  investment  advisory 
I  in  Columbus,  Ohio,  that  depends 
-his  strategy.  But  these  stocks  tend 
all  as  fast  as  they  rise,  he  says.  If  a 
k  has  had  a  long  price  runup  and 
nentum  is  starting  to  stall,  you  had 
:  invest  elsewhere.  You  might  end 
nvesting  in  a  downward-momentum 
k. 

,'s  likely  that  the  new  year  will  in- 
le  more  derivatives  of  mortgage- 
ced  securities  and  strange  new  limit- 
)artnerships.  The  rule  here  is:  Avoid 
it  you  don't  understand.  And  if 
re  not  going  to  close  your  ears  to 
stock  tips  in  1994,  do  enough  home- 
k  to  make  sure  you  don't  get 
med. 

By  A  mey  Stone  in  New  York 


5IES  FOR  STOCKS 


CT/ON 

n'f  buy  a 
d-end  fund 
the  initial 
ing-there's 
bably  one 
st  like  it 
illing  at 
discount 


WITH  JANUS  FUND, 
TIME  REAllY  IS  MONEY. 


JANUS  rUND-  20  YEARS'  GROWTH  OF  $10,000  LUMP  SUM  INVESTMENT 


JANUS  FUND  -  Average  Annual 
Total  Return  for  the  Period 
Ended  September  30,  1993 


1  year   IN 

5  years   19.57% 

10  years  14.81% 

20  years  16.24% 

Life  of  Fund   16.95% 

From  inceptHin  -  Febntary  5.  Il-iJU 


JANUS  FUND 
$10,000  Investment 

S&P  500 

$10,000  Investment 


In  the  time  it  tcikes  to  read 
this,  you  could  take  the  first 
step  toward  a  sound  invest- 
ment program  (the  kind  you 
promised  yourself  you'd  start 
someday).  All  you  need  is  a 
telephone  and  a  history  lesson. 

The  graph  above  shows 
how  a  $10,000  investment  in 
Janus  Fund  would  have  paid 
off  over  the  last  20  years  com- 
pared to  the  same  investment 
in  the  Standard  &  Poor's  500 
index  (although  past  perfor- 
mance is  no  guarantee  of 
future  results). 

There's  no  time  like  now 
to  start  investing.  The 
sooner  you  begin,  the 


(Graph  courtesy  of  Mlcropai ) 

more  time  your  money 
will  have  to  work  for  you. 
So  pick  up  the  phone  right 
now  and  call  the  number 
below  to  start  investing 
with  Janus.  You'll  receive 
a  free  prospectus  with 
more  complete  informa- 
tion on  Janus  Fund  and 
other  no-load  funds  in  the 
Janus  family.  Read  it  care- 
fully before  you  invest  or 
send  money,  then  call  us 
with  any  questions.  And 
see  what  a  little  time  can 
do  for  your  money. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.622 


The  graph  above  illustrates  the  growth  of  a  $10,000  Investment  in  the  Janus  Fund  for  the 
20-year  period  from  September  28,  1973  through  September  30,  1993  (a  period  of  generally 
rising  stock  prices)  as  compared  to  the  S&P  500  index  performance  over  the  same  period 
assuming  a  like  investment.  The  S&P  500  is  an  unmanaged  index.  The  performance  is 
toted  return  cind  includes  reinvestment  of  dividends  and  capital  gciins  for  the  period 
shown.  The  fund's  principal  value  and  investment  return  will  fluctuate,  and  an  investor's 
shares  may  be  worth  more  or  less  at  redemption  than  their  original  cost. 

Funds  distributed  by  Janus  Distnhutors.  Inc  Member  NASD. 


YES  ■  I  would  like  to  know  more  about  Janus  Fund! 
Name  


Address- 


I 


City/State/Zip_ 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  622 
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BELLS  ARE  RINGING 
ALL  OVER  THE  WORLD 


Telecoms  are  rewiring  the  planet — and  that  spells  opportunity  for  investors 


"The  teleconDmuiiculions  irvolution  prom- 
ises to  transform  ivorld  economies  o.s  the 
automobile  did  100  years  ago  and  the 
steam  engine  200  years  ago. " 

—Donald  H.  Stra.szheim,  Merrill 
Lynch  &  Co.  chief  economist,  Dec.  ti, 
1993 

As  anyone  who  just  got  a  fiber-op- 
tic line  h(X)ked  up  in  Bangkok, 
Berlin,  or  Me.xico  City  will  tell 
you,  a  telecommunications  revolution 
really  is  under  way.  This  revolution  is 
doing  a  lot  more  than  making  communi- 
cations easier  for  businesses  and  consu- 
mers. It's  also  opening  up  some  of  the 
most  intriguing  global  investment  op- 
Ij'ortunities  in  years. 

Forget  multimedia  and  5()0-channcl 
cable  TV  for  the  moment.  We're  talking 
basic  telephone  calling.  Indeed,  in  a 
lime  of  low  glol)al  interest  rates  and 
i'alling  technology  costs,  everyone  from 
-jiant  Telefonos  de  Mexico  and  British 


Telecom  PLC  to  Russia's  tiny  Peters- 
burg Long  Di-stance  (page  97)  is  scram- 
bling to  update  service  and  bring  new 
telephones  to  millions  of  emerging-mar- 
ket consumers.  For  investors,  these  ef- 
forts are  likely  to  yield  rising  dividends 
and  annual  per-share  earnings  growth 
rates  of  15%  to  20%  or  more. 
BARGAINS.  Such 
growth  predictions 
help  explain  why 
TelecomAsia,  a  fledg- 
ling carrier  with  a 
franchise  to  build  2 
million  phone  lines  in 
Bangkok,  rocketed 
to  88  times  earnings 
as  soon  as  its  recent 
initial  share  offering 
hit  the  Thai  stock 
m  u-ket.  But  you 
don't  have  to  pay 
anywhere  near  that 
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to  get  into  the  phone  game.  For  eve 
TelecomAsia,  there  are  plenty  of  w 
managed  companies  offering  mod 
price-eai'nings  ratios  and  high  grow 
potential.  Take  Italy's  phone  monopc 
STET,  which  offers  "huge  unachieved  \ 
ues,"  says  Salomon  Bixrthers  Inc 
lyst  Richard  Ryder.  He  thinks  STET  n 
he  ready  to  jui 
from  its  curn 
$2.25  a  share 
$3.80  in  com 
months. 

Emerging  eco 
mies  also  offer 
gains.  Consider  1 
mex.  Through  mi 
of  1993,  it  1 
dogged  hy  an  ( 
nomic  slowdown, 
ters  over  the  futi 
of  the  Noi-th  Am( 
can     Free  Tvi 


STRATEGIES  FOR  SI 


reement,  and  government  pressure 
lold  down  local  rates.  Yet  with  NAFTA 
/  passed  and  Mexico's  economy  likely 
aenefit  broadly,  analysts  figure  that 
nex  has  only  now  begun  to  live  up  to 
potential. 

lexico  has  just  8  phone  lines  for  eve- 
100  residents,  compared  with  55  per 
in  the  U.  S.  But  it's  adding  new  ones 
i  rate  of  12%  per  year-823,000  in 
i  alone.  Revenues  generated  by  that 
ansion  should  keep  money  rolling  in 
the  rest  of  the  decade.  In  fact,  Leh- 
1  Brothers  Inc.  Senior  Vice-President 
'ianne  G.  Bye  thinks  Telmex  is  al- 
dy  so  flush  with  cash  that  it  will 
St  its  dividend  60%  in  1994,  after 
ing  it  88%,  to  98<t  a  share,  in  1993. 
Li  cannot  go  wrong  with  a  company 
:  sells  for  10  times  earnings  and  has 
it  growth  of  15%  a  year,"  agi-ees  Os- 
A.  Castro,  portfolio  manager  of  the 
itgomery  Global  Communications 
d.  "It's  one  of  the  cheapest  telecom 
ks  in  the  world." 

r  TANGO.  Much  the  same  can  be  said 
other  such  Latin  offerings.  Bye,  for 
mple,  also  likes  Telecom  Argentina, 
t  of  the  country's  former  state 

opoly.  Now  partly  owned  by  two 
opean  phone  giants,  France  Telecom 

Italy's  STET,  it  has  been  shedding 
t  while  expanding  the  number  of  its 
;  by  10%  a  year.  As  a  resxilt.  Bye  fig- 
;,  earnings  should  be  up  some  20%  in 
L  She  and  others  are  also  enthusias- 
ibout  Brazil.  Sonia  Villalobos  of  Sao 
lo's  Banco  de  Investimentos  Garantia, 
example,  is  high  on  her  city's  local 
■ier,  Telesp.  Among  Brazil's  eight 
licly  traded  phone  companies,  she 
"it  has  the  most  potential  by  far." 
/ing  Brazil's  commercial  hub,  whicl: 
srates  40%  of  the  country's  gross 
estic  product,  Telesp  is  retiring  high- 

debt  and  recently  entered  the  cellu- 
)hone  business.  As  a  result,  Villalo- 

expects  its  profits  to  jump  40%  in 

atin  America  is  hardly  the  only  re- 
offering  phone  bargains.  Rob  Col- 
head  of  research  at  Bangkok's  First 
I  Securities,  recommends  United 
munications  Industry  (UCOM).  A  Thai 
ilar-phone  operator,  UCOM's  shares 
1  a  p-e  of  37,  half  that  of  its  main 
petitor.  Advanced  Information  Ser- 
i.  But  others  favor  more  mainstream 
n  choices,  including  Hong  Kong  Tele- 
munications.  Its  American  deposi- 
receipts  (ADRs)  have  slipped  10% 
ecent  weeks,  to  60,  amid  concerns 
•  the  entry  of  several  local  competi- 
'  in  1995.  But  hkt  is  being  allowed  to 
')  its  lucrative  monopoly  on  calls  to 
.a  and  other  destinations  for  11  more 
s.  It  also  will  be  a  prime  contender 
9wire  China's  phone  system.  "They 
dominate  the  area  well  past  the 
■  2000,"  argues  Salomon's  Ryder. 


Is  Hong  Kong  still  too  exotic  for  your 
taste?  Ti'y  Britain's  Cable  &  Wireless 
PLC.  Another  popular  ADR  issue,  it  owns 
57.5%  of  Hong  Kong  Telecom  and  is  see- 
ing I'apid  growth  both  in  Britain  and 
the  Caribbean. 

Or  forget  about  phone  companies  alto- 
gether. Instead,  buy  shares  of  compa- 
nies that  supply  telecom  equipment  and 
software.  That's  what  Udi  Gelbard,  di- 
rector of  research  at  Oscar  Gruss  & 
Sons  Inc.  in  Tel  Aviv,  is  doing.  He  rec- 
ommends Comverse  Technology,  a  mak- 
er of  data-compression  systems  devel- 
oped for  the  Israeli  intelligence  service. 
Denver  money  manager  Bruce  B.  Bee, 
meanwhile,  is  accumulating  shares  in 
Benefon,  a  Finnish  maker  of  cellular- 
Ijhone  gear  whose  sales  are  thriving  in 


Asia,  Eastern  Europe,  and  Turkey.  And 
ITieresa  M.  Murphy,  a  managing  direct^jr 
at  Smith  Barney  Shearson  Inc.,  is  high 
on  Canada's  Newbridge  Networks  Corp., 
which  makes  digital  switches  that  let 
corporations  operate  voice  and  data  net- 
works over  long  distances.  Murphy  pre- 
dicts that  Newbridge's  earnings  will 
more  than  double  in  1994,  to  $1.43  a 
share. 

Looking  for  more  choices?  Denmark, 
the  Netherlands,  and  Germany  plan  big 
phone  privatizations.  And  more  Latin 
offerings  are  on  the  way.  In  the  global 
telecom  market,  it's  clear  there  won't 
be  any  shortage  of  picks  for  a  long  time. 

By  William  Glasgall  in  New  York,  with 
Ken  Stier  in  Bangkok  and  Neal  Sandler 
in  JeruscAem 


RUSSIA 


FOREIGNERS  ARE  FIDCKING 
TO  GET  TO  THESE  PHONES 


R; 
1 


upert  A.  Galliers-Pratt,  chair- 
man of  Petersburg  Long  Dis- 
tance Inc.  (PLD),  recalls  the 
frustration  of  trying  to  phone  home 
from  his  hotel  room  during  a  visit  to 
St.  Petersburg  in  May,  1992.  A  few 
months  before,  Galliers-Pratt  had 
signed  a  deal  to  help  modernize  the 
Russian  city's  1950s-era  phone  grid. 
But  he  couldn't  get  in  touch  with  col- 
leagues abroad  to  discuss  the  project. 
Phoning  out  "was  almost  impossible," 


he  recalls.  "The  network  was  full." 

That's  no  longer  true.  In  the  past 
year,  PLD  has  poured  $26  million  into  a 
joint  venture  with  St.  Petersburg's 
phone  utility,  snaking  fiber-optic  ca- 
bles beneath  streets  and  installing  dig- 
ital switches  from  Britain's  GEC-Plessey 
Telecommunications  and  American 
Telephone  &  Telegraph  Co.  The  Cana- 
dian company  now  expects  to  spend 
an  additional  $20  million  over  the  next 
18  months,  giving  the  joint  venture, 


dubbed  PeterStar,  100,000  new  lines. 

Until  1992,  Ottawa-based  PLD  was 
known  as  VenTech  Healthcare  Corp., 
and  this  is  its  first  phone  job.  But  its 
heady  growth  projections  have  gone 
down  well  on  Wall  Street.  PLD's  stock, 
which  trades  over  the  counter  in  the 
U.  S.,  has  nearly  doubled  since  sum- 
mer, to  $12.  No  wonder:  Given  the 
eight-year  waiting  list  for  regular  lines, 
PeterStar  is  having  no  trouble  sign- 
ing up  foreign  customers— who  must 
pay  dollars.  British  Petroleum, 
McKinsey  &  Co.,  and  the  Chi- 
cago law  firm  of  Baker  & 
McKenzie  already  are  on  the 
network.  "We  can  call  abroad 
with  no  problem,"  says  Bak- 
er's local  manager,  Arthur 
George.  "And  because  they 
have  special  equipment,  quality 
within  the  country  is  better." 
iAR  TOO  FAST?  Some  sharehold- 
ers question  whether  PLD,  with 
revenues  in  the  first  three 
quarters  of  just  $50  million, 
may  be  growing  too  rapidly. 
"Demand  has  exceeded  any- 
thing they  were  talking  about," 
says  Grace  Pineda,  portfolio 
manager  of  the  Merrill  Lynch  Develop- 
ing Capital  Markets  Fund.  "Can  they 
handle  it?"  Galliers-Pratt  insists  they 
can.  Indeed,  he  recently  signed  a  cellu- 
lar-phone deal  with  the  government 
of  oil-rich  Kazakhstan,  and  now  he  is 
wondering  whether  PeterStar's  sys- 
tem someday  will  carry  cable  televi- 
sion. Can  home  shopping  channels  be 
far  behind? 

By  Patricia  Kranz  in  St.  Petersburg 
and  William  Glasgall  in  New  York 


■.lES  FOR  STOCKS 


BUSINESS  WEEK/DECEMBER  27,  1993  97 


GLOBAL  MARKETS 


STRAfiGIES 

m 

STOCKS 


PASSPORTS 
TO  A  GIOBAL  PORTFOLIO 


The  savvy,  well-traveled  investor  can  make  money  even  where  there's  trouble 


JAPAN 


PLENTY  OF  PLAYS 
ON  SICK  COMPANIES 


Four  years  after  the  Japanese  stock 
market  peaked,  l)uying  stocks  in 
Tokyo  is  getting  to  look  a  lot  like 
triage,  the  art  of  sorting  out  the  goners 
from  the  wounded  battlefield  victims 
that  can  still  be  saved.  And  for  good 
reason.  The  economy  is  refusing  to  re- 
spond to  $275  billion  worth  of  govern- 
ment spending.  Moreover,  it's  not  clear 
whether  Prime  Minister  Morihiro 
Hosokawa's  coalition  can  come  up  with  a 
big  enough  tax  cut  U)  persuade  consum- 
ers to  spend  nKjre.  Most  economists  thus 
are  looking  for  no  moi'e  than  a  tepid  re- 
covery in  1994  after  a  0..5%  drop  in  the 
gross  domestic  product  the  year  before. 
Some  think  the  Nikkei  stock  average, 
which  has  already  fallen  18%,  to  17,300, 
since  late  October,  could  slide  to  13,000 
in  coming  months. 

Sound  bad?  You  bet.  Analysts  say 
stocks  of  steelmakers,  mired  in  reces- 
sion and  global  overcapacity,  are  going 
to  take  a  pounding.  So  may  ])ig  l)anks, 
burdened  with  billions  in  bad  loans.  But 
don't  give  up  on  Tokyo  entirely.  As  Cor- 
porate Japan  tightens  its  belt,  a  welter 
of  restioicturing  plays  are  coming  to  the 
i  fore.  Nimble  companies  boasting  superi- 


or technology,  innovative  marketing,  and 
no-nonsense  managers  bent  on  slashing 
costs  could  rebound  quickly  when  de- 
mand eventually  awakens. 

That's  what  Ichizo  Yamauchi  is  bet- 
ting on.  A  director  at  Kokusai  Invest- 
ment Trust  Management  Co.,  Yamauchi 
now  has  $900  million  in  five  funds  tar- 
geting restructuring  plays.  Among  his 
favorites:  Rohm  Co.,  a  supplier  of 
electronic  components.  Over  the  past 
year,  Rohm  has  moved  production 
abroad  and  honed  its  marketing  strat- 
egy, cutting  out  discounting  and  aban- 
doning marginal  accounts.  The  com- 
pany's research  arm,  meanwhile,  is 
now  focusing  on  tailoring  products  to 
such  big  customers  as  Sony,  Hitachi, 
and  NEC.  As  a  result,  says  Yamauchi, 
Rohm  has  the  potential  to  rise  as  high 
as  $37,  from  $25  now.  Yamauchi  also 
likes  Nippon  Yusen,  Japan's  oldest  ship- 
ping company,  which  has  been  quicker 
than  other  shippers  to  take  on  cheaper 
foreign  sailors  and  shift  paperwork  off- 
shore. In  addition,  Nippon  Yusen  has 
built  a  string  of  warehouses  in  various 
Asian  countries  with  fast-growing  econ- 
omies while  also  expanding  in  Antwerp, 
Milan,  and  Diisseldorf. 
UNDER  REPAIR.  Even  some  blue  chips 
offer  restructuring  appeal.  To  be  sure, 
they  may  get  hit  hard  if  the  Nikkei 
plunges  again.  But  Susumu  Kato,  chief 
economist  at  CS  First  Boston  (Japan) 
Ltd.,  counsels  against  panicking.  He  still 
admir"es  the  long-term  gi'owth  potential 
of  l)ig  electronics  companies  such  as  Hit- 
achi, TDK,  and  Sony,  which  have  all 


trimmed  capacity  sharply.  And  ai 
makers  have  some  adherents.  For 
ample,  Peter  Boardman,  senior  auto 
alyst  with  UBS  Phillips  &  Drew  Inter 
tional  Ltd.,  thinks  Mitsubishi  Moton 
better  positioned  than  Toyota  or  Hoi 
to  cope  with  slack  demand.  Mitsubi 
expanded  less  at  home  during  the  b 
ble  years.  Tliat  has  given  it  the  resoi 
es,  he  says,  to  pursue  faster-grow 
overseas  markets  with  alacrity. 

Consumer  stocks,  a  traditional  I 
wark  in  down  markets,  also  offer  so 
upside  potential.  Kato  argues  that  wl 
consumers  finally  start  to  come  out 
their  shells,  they'll  likely  start  eat 
out  more.  So  he  is  recommending  S 
lark  Co.,  a  restaurant  chain  that 
successfully  gone  down-market,  turn 
some  of  its  Denny's-style  family  out) 
into  fast-food  joints.  And  Yamauchi 
vors  mass  r-etaiier  Ito-Yokado  Co.,  wl 
could  benefit  if  current  efforts  to  dei 
ulate  the  economy  allow  the  comp; 
to  open  more  stores  or  sell  alcohol 
the  first  time. 

Investors  may  also  be  missing 
boat  if  they  ignore  the  fat  profits  s( 
Japanese  companies  are  earning 
booming  China  and  southeni  Asia.  Ni 
Secm'ities  Co.  strategist  Yiiichi  Matsu 
ta,  for  example,  suggests  Murata  Mi 
facturing  Co.,  whose  sales  of  capacit 
and  other  consumer-electronics  part; 
Chinese  manufacturers  ai-e  rising  swi 

Another  of  Matsushita's  choice; 
Yaohan  Japan  Corp.,  a  big  supermai 
group  whose  checkout  lanes  run  ft 
Brunei  to  Hong  Kong.  "Retailers 


THEMES  FOR  DEFENSIVE  INVESTING  IN  TOKYO 


1     RESTRUCTURING  ■ 

DEREGULATION  ■ 

ASIAN  GROWTH 

Recent  price 

Recent  price 

Recent  pi 

per  shore 

per  shore 

per  ih 

ROHM  $28 

Cost-cutting 
electronics  supplier 


SONY 

Should  gain  from 
weaker  yen,  U.S. 
recovery 


48 


ITO-YOKADO  35] 

Big  retailer  may  be 
allowed  to  open 
more  stores 

KIKKOMAN  7 

Rising  food  imports 
will  cut  its  expenses 


MURATA 

Selling  lots  of 
electronics  in  China 


YAOHAN 

Retail  chain 
expanding  from 
Brunei  to  Hong  Kong 
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)ermarkets  will  accelerate  their  move 
Asia,  I'm  sure  of  that,"  he  says.  "In 
)an,  there's  no  way  to  grow."  That 
y  well  be  true.  However,  that  doesn't 
an  there  are  no  opportunities  left  in 
Japanese  market. 

By  Larry  Holyoke  in  Tokyo 


ASIA-PACIFIC 
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tIPSNORTING  MARKETS 
)R  THE  STOUT  OF  HEART 


cross  the  street  from  the  shabby 
M  hotel  housing  the  Shanghai  Stock 

Exchange,  two  dozen  men  have 
lered  to  swap  gossip  about  the  latest 
aover  plays.  Today,  it's  the  "four 
.11  dragons,"  a  group  of  property  and 
tronics  companies  whose  stock  prices 
e  been  mysteriously  moving  up.  Is  a 
speculator  trying  to  make  a  killing? 
J  knows?  The  real  object  seems  to 
,0  get  into  the  stock  before  the  next 
.  "I  come  here  to  watch  the  action," 
!es  Zhang  Hui  Lang,  an  economics 
ructor  at  Shanghai  Uni- 
nty.  "If  I  can  catch  this 
ket,  I  can  make  a  lot." 
/ith  Shanghai  up  30%  in 
5,  Zhang  has  had  ample 
ortunities  to  turn  a 
;k  yuan.  But  he's  hardly 
only  Pacific  Rim  inves- 
making  a  bundle.  With 
rill  Lynch  &  Co.  predict- 
the  region  will  grow  a 
y  6.9%  in  1994,  bourses 
ti  Seoul  to  Sydney  are 
ling  in  stellar  perfor- 
ices.  And  despite  some 
nings  that  the  markets 
overheated,  few  analysts 
n  willing  to  urge  investors  to  flee. 
■RACnvi."  Consider  Hong  Kong.  De- 
3  concerns  over  Beijing's  takeover 
ae  British  colony  in  1997,  the  Hang 
?  stock  index  jumped  78%  in  1993. 
the  market  still  sports  a  3%  average 
iend  yield,  a  price-earnings  ratio  of 
vs.  20  for  the  Standard  &  Poor's 
-and  remains  Asia's  No.  1  window 
•coming  China.  Indeed,  with  Beijing's 
ral  bankers  easing  up  on  efforts  to 
)  China's  economy  in  check.  Baring 


Hong  Kong 
blue  chips  still 
offer  value.  So 
do  European 
small-cap 
stocks  and 
Latin  consumer 
plays 


Securities  Ltd.  strategist  Alan  Butler- 
Henderson  predicts  the  Hang  Seng  may 
climb  50%,  to  a  record  15,000,  as  early 
as  mid- 1994.  "No  market  anywhere  is 
as  attractive  as  Hong  Kong,"  agrees 
Clive  Weedon  of  the  Nomura  Research 
Institute's  local  branch.  "People  who 
move  out  will  live  to  I'egret  it." 

Weedon  recommends  Hong  Kong-based 
blue  chips  that  have  big  deals  with  Chi- 
nese partners.  Among  his  top  picks 
re    Swire   Pacific,    which  has 
teamed  up  with  Chinese  investors 
in  real  estate,  airline  mainte- 
nance, and  ports;  as  well  as 
financier  Li  Ka-shing's  Che- 
ung Kong  Holdings,  which 
a  slew  of  mainland  property 
and  infrastructure  deals.  Others  fa- 
vor Sime  Darby  Hong  Kong  Ltd. 
The  local  subsidiary  of  a  Malay- 
i   sian  conglomerate,  it  owns  fran- 
chises to  sell  BMW  autos  and  Cater- 
pillar Inc.  tractors  in  China— and 
sports  an  8%  yield. 

Some  traders  prefer  to  play  China 
by  tapping  into  the  flood  of  new  listings 
hitting  the  Shanghai  and  Shenzhen  ex- 
changes. Frederick  K.  Zhang,  managing 
general  partner  of  Boston's  Clafin-China 
Partners,  for  example,  has  been  buying 
Shanghai  Phoenix  Bicycle,  which  sells 
at  a  p-e  of  14.  He  also  likes  Jinqiao 
Development,  which  is  opening  a  vast 
export-processing  zone  across  the  Hu- 
angpu  River  from  downtown  Shanghai. 

The  choice  of  Chinese  equities  prom- 
ises to  widen  even  further  in  coming 
months.  For  example,  Beijing  Jeep,  a 
joint  venture  with  Chrysler  Corp.  which 
makes  Cherokees  in  China,  may  seek  to 
float  its  shares  on  the  New 
York  Stock  Exchange  as 
early  as  1994.  "You  want  to 
try  to  get  your  hands  on 
every  new  issue  you  can," 
says  Zhang.  "The  market  is 
hot."  As  are  stocks  in  Thai- 
land. Although  Bangkok's 
equity  market  doubled  in 
1993,  Rob  Collins,  head  of 
research  at  Bangkok's  First 
Asia  Securities,  notes  that 
the  country's  big  banks  still 
trade  at  a  reasonable  p-e 
of  12.  His  favorite:  Thai 
Farmers  Bank,  the  nation's 
third-largest  lender,  which 
expects  profits  to  grow  14%  in  1994. 

Among  other  markets  benefiting  from 
Asia's  growth  spurt  is  Sydney.  Tax  cuts, 
a  weak  Australian  dollar,  and  an  up- 
surge in  exports  to  China  and  southern 
Asia  are  expected  to  produce  better 
than  3%  gi'oss-domestic-product  growth 
in  1994.  But  despite  their  35%  rise  in 
1993,  "Australian  stocks  are  still  inex- 
pensive," says  Brian  Sherman,  chairman 
of  Equitilink  Australia,  a  Sydney  money 
manager.  Sherman  has  been  stocking  up 


on  media,  engineering,  and  mining  is- 
sues. And  \yith  cheap  money  sparking  a 
housing  boom,  Simon  Wotherspoon,  a 
dealer  with  Macquarie  Equities,  prefers 
such  mortgage  lenders  as  St.  George 
Bank. 

What  would  it  take  to  throw  the  Pa- 
cific Rim  l>ull  market  into  reverse?  Ex- 
ploding inflation  in  China— always  a  lurk- 
ing concern— might  do  the  trick.  So 
might  a  rise  in  U.  S.  interest  rates.  But 
for  speculators  in  the  street  and  traders 
at  their  desks,  such  concerns  at  the  mo- 
ment seem  far  away  indeed. 

By  William  Glasgall  in  Shanghai  and 
Pete  Engardio  in  Hong  Kong,  ivith  Ste- 
phen Hutcheon  in  Sydney 


LATIN  AMERICA 


HEADING  SOUTH  WITHOUT 
GEniNG  BURNED 


Approval  of  the  North  American 
Free  Trade  Agreement  is  giving 
Latin  American  stock  markets  a 
much  needed  lift.  Since  Nov.  17,  when 
NAFTA  was  0.  K.'d  by  the  U.  S.  Con- 
gress, Baring  Securities  Ltd.'s  Latin 
American  equities  index  has  gone  up 
5%.  nafta's  main  beneficiary  has  been 
Mexico  City's  Bolsa  de  Valores,  which 
has  jumped  12%  amid  hopes  that  the 
country  will  pull  out  of  its  slump  as  for- 
eign investment  pours  in. 

But  despite  the  euphoria  over  the 
trade  deal,  analysts  warn  against  ex- 
pecting Latin  America's  stock  markets 
to  show  anything  like  the  triple-digit  re- 
turns some  have  recorded  in  recent 
years.  With  political  tensions  on  the  rise 
in  some  countries  and  with  many  Latin 
companies  facing  more  restructuring  if 
they  are  to  prosper  in  open-market  com- 
petition, slower  growth  for  equities  is 
more  likely  to  be  the  order  of  the  day. 

Still,  that  hardly  means  that  Latin 
markets  are  unworthy  of  investors'  at- 
tention. Hefty  investment  in  infrastruc- 
ture will  continue  to  buoy  many  compa- 
nies for  years.  Consider  Mexico.  Plans  to 
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II 


What  it 

rAKES  TO  TURN  AN 

\MEKICAN  DREAM 

-"REALITY. 


'ANY  Americans  have  dreamed  oj  owning  a  sports  car,  vei  up  until  l'^)b4,  when  the  Mustanij 
as  introduced,  sports  cars  were  out  of  the  reach  of  most  people.  It  took  l\(jh\UI  I) 

make  that  dream  a  reality.  And  over  the  years  ingenuity  and  quality  have  become 
ird  Motor  Company  hallmarks.  hard  has  always  played  a   Lt.\DI\G   ROLL  in 

merica's  love  ajjair  with  the  car,  developing  model  after  model  of  tords.   Lmcolns  and 

ercurys  that  have  not  only  captured  the  hearts  of  people  everywhere,  hut  contin- 
illy  reshaped  automoti\e   thinking,  from   its  beginning,   in   1903,   right   up  to 

day.   Ford  Motor  Company  has  found  more  ways  to  say  QIIALII)   than  anyone  else. 


Ford     ♦      Ford      Trucks     ♦  •     Lincoln      ♦  Mercury 


A  L  I  T  Y    IS    JOB  1 


GLOBAL  MARKETS 


privatize  ports  and  expand  highways, 
generating  plants,  and  industrial  parks 
should  pump  up  profits  at  such  cement, 
engineering,  and  construction  companies 
as  Cemex,  Industrias  Ti'ibasa,  and  ICA, 
whose  Amei'ican  depositary  receipts  are 
trading  at  27,  around  12  times  earnings. 
Across  Latin  America,  newly  privatized 
telecommunications  companies  (page  96), 
such  as  Telefonos  de  Mexico  and 
Chile's  CTC  also  have  years  of  earnings 
growth  ahead.  And  many  consumer 
stocks  look  i)romising.  Salomon  Brothers 
Inc.  strategist  Alfredo  Villegas,  for  ex- 
ample, likes  Terrahusi,  an  Argentine 
snack-food  maker.  "When  people  make 
more  money,  they  eat  more  crack- 
ers and  cookies,"  he  says.  "It's  as 
simple  as  that."  He  also  favors  Bra- 
zilian brewer  Brahma,  which  has  been 
nearly  unaffected  by  Brazil's  36%-a- 
month  inflation  rate. 
POLITICAL  SETBACKS.  Not  evei'y  Brazilian 
company  has  coped  so  handily  with  ris- 
ing prices,  however.  Indeed,  high  infla- 
tion is  only  one  reason  why  Brazil  could 
be  a  trap  for  the  unwary.  Although  the 
Sao  Paulo  market  was  up  100%  in  dollar' 
terms  in  1993,  a  seines  of  political-corrup- 
tion scandals  and  the  reemergence  of 
labor  leader  Luis  Inacio  "Lula"  da  Silva 
as  a  presidential  candidate  has  many 
business  leaders  shuddering. 

Political  tensions  could  threaten  other- 
markets  as  well.  Venezuelan  voters'  de- 
cision to  restore  populist  Rafael  Calder'a 
is  r-aising  fears  that  the  jjro-market  r-e- 
foi'ms  instituted  by  former  President 
Car-los  Andr'es  Perez  will  he  revei'sed. 
And  in  Mexico,  which  holds  its  pr-esi- 
dential  election  in  August,  the  ruling 
Institutional  Revolutionary  Parly  (PRI) 
may  face  its  most  sei-ious  challenge  in  (M 
years.  Although  the  FRI  should  still  win. 


opi)osition  questioning  of  the  party's 
fr-ee-mar-ket  economic  model  could  scare 
some  ti'aders  away. 

Amid  such  concer-ns,  analysts  say  Lat- 
in investor's  may  have  to  modei'ate  their 
expectations  for  1994.  But  that  could 
still  mean  double-digit  r-eturns— a  good 
sight  better  than  many,  if  not  most,  of 
the  wor'ld's  other  markets. 

By  Geri  Smith  in  Mexico  City 


EUROPE^ 


GOOD  HUNTING 
IN  BAD  ECONOMIES 


E 


ur-ope's  bour"ses  ar-e  rallying,  short- 
term  inter-est  r-ates  continue  to  fall, 
and  economic  recover'y  lieekons.  So 
why  ar-e  investment  pr'os  suddenly  get- 
ting picky?  Because  even  as  Eur'ope 
limps  out  of  recession,  corpoi'ate  pr'ofits 
are  going  to  remain  dismal  for  (juite  a 
while.  That  could  lead  to  some  nasty 
sui'prises  for  investors  who  have  seen 
cheaper  money  push  up  nearly  every 


STOCK  PICKS  FOR  A  GLOBAL  RECOVERY 
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LATIN  AMERICA  ■ 

EUROPE  1 

Recent  price  per  share 

Recent  price  per  share 

Recent  price  per  share 

HONG  KONG  CAQ' 
TELECOM 

HONG  KONG 

The  colony's  phone  giant 

SWIRE  PACIFIC  g 

HONG  KONG 

Wheeling  and  dealing  in 
China 

THAI  FARMERS  4 
»ANK 

THAILAND 

Profits  could  jump  1 5% 
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Focusing  on  Asia 
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MEXICO 

Profits  and  dividends 
rising 

CTC 

CHILE 

Southern  telecom  star 
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Zeroing  in  on  Asia 
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CEMEX  26 

MEXICO 

Rebuilding  Mexico  Inc. 

TERRABUSI  4 

ARGENTINA 

Its  snacks  are  hot 


Eyeing  British  TV  licenses 

PHILIPS  20* 

NETHERLANDS 

Restructuring  bearing  fruit 


ESPIRITO  SANTO 

LUXEMBOURG 
Bankers  in  Portugal 
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'Ameiicon  depositary  receipt 
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stock  in  sight  for  two  years  str-aigl 
With  earnings  fading,  many  mon 
managers  advise  shunning  blue  chip 
They  maintain  that  small-capitalizati 
stocks— those  with  a  market  value 
$750  million  or  less— will  best  weath 
Eur-ope's  earnings  woes.  Even  the 
companies  have  been  hit  by  recessic 
But  with  Eui'opean  markets  up  abc 
20%  in  dollar  terms  in  1993,  this  is  si 
the  area  where  bargains  can  be  foun( 
Not  only  do  the  small  caps  offer  t 
best  chance  of  a  profit  rebou 
as  the  economy  recovers,  but  th 
also  sell  at  price-ear-nings  ratios  tl 
can  be  half  those  of  the  blue  chij 
For  example,  Nicolas  Schlumberg 
a  French  maker  of  weaving  equipme 
sells  for  about  14  times  earnings, 
an  average  of  26  for  the  Paris  bouri 
Or  take  Gunther  &  Sohn,  a  Leipz 
based  homebuilder  that  is  making  1 
])rofits  putting  up  homes  in  eastern  Gr 
many.  It's  selling  at  10  times  eai^ninj 
against  about  25  for  the  construction 
dustr'y  avei*age. 

NO  FEAR.  Some  of  Europe's  best  sm: 
cap  companies  can  be  found  in  the  wo 
economies.  That's  what  Claire  Griffit 
has  discovered.  The  manager  of 
vesco's  European  Small  Companies  fu 
in  London,  she  tracks  80  compani 
spread  across  13  countries.  Althou 
43%  of  the  fund's  assets  are  in  recessii 
wracked  Germany  and  France,  Griffit 
has  par'layed  investments  in  housing  0 
struction  and  hospitals  to  a  42%  gi 
over  the  past  12  months. 

Buoyant  as  they  are,  small-cap  stO( 
aren't  the  only  way  the  pros  are  na 
gatmg  Europe's  troubled  waters.  Eu 
pean  leaders  may  bemoan  the  regie 
flagging  competitiveness,  but  David  D 
nelly,  manager  of  Skyline  Eiu-ope  Port 
lio,  a  Chicago-based  mutual  fund,  t 
gets  "Euro-global"  companies  that  hs 
used  the  discipline  of  Europe's  year-i 
single  market  to  raise  efficiency  a 
shift  pr'oduction  to  cheaper  locales.  Di 
nelly  likes  Britain's  Cable  &  WireL 
PLC  for-  its  big  stake  in  Hong  Kong  T( 
com.  He's  also  keen  on  France's  Lyi 
nais  des  Eaux  and  Generale  des  Eai 
as  much  for  global  diversification  as 
their  waterwor-ks  expertise. 

Even  blue  chips  still  have  their  adh  - 
ents.  Wolfhar'd  Graetz,  chief  investnnt 
officer  at  Bank  Vontobel,  is  warmings 
a  Dutch  electronics  giant  Philips  sfi 
France's  Compagnie  Financiere  de  Sul:. 
He  figures  both  have  "done  the  riff 
thing"  in  restr'ucturing  to  earn  then  i 
place  as  long-term  recovery  plays.  Ijt: 
after  these  two,  the  list  trails  off.  It 
many  European  stock-pickers,  the  gi 
ing  philosophy  right  now  is:  To  e;  1 
l)ig,  think  small. 

By  Bill  Javetski  in  P<'^ 
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If  Annual  Fees  And  Sales  Charges 
Are  Chipping  Away  At  Your  IRA... 


You  Need  A  Schwab  No-Annual-Fee  IRA. 


Most  IRAs  that  you  get  from  banks  and  full- 
lOmmission  brokers  make  you  pay  annual  fees  and 
lutual  fund  sales  charges.  Over  time,  they  can  really 
hip  away  at  your  hard-earned  retirement  money 

xep  All  Your  Retirement  Money  Working.  Put  it  into 
Schwab  No-Annual-Fee  IRA.   It's  guaranteed  free  of 

nnual  fees  for  the  life  of  the  account  if  your  balance 

caches  $10,000  or  more  by  September  15,  1994 

Plus,  with  Schwab's  Mutual  Fund  ,,,'-*^  v«ji^ 

•neSource™  service,  you  can  invest  in  c^c  ^ 

ver  200  no-load  mutual  funds  from 
ell-known  fund  companies  like 

■iVESCO,  l\Nmt\cl\\  Century  and  ]anus — 

id  pay  no  sales  charges  or  transaction  fees 


That  way,  every  dollar  you  invest  goes  to  work  for  you. 

Mutual  Fund  Information  To  Help  You.  And  for  the 

unbiased  information  you  need  to  compare  funds,  a 
copy  of  our  Mutual  Funds  Performance  Guide*  is  yours 
free  when  you  open  your  account. 

For  more  information  about  the  Schwab 
No-Annual-Fee  IRA,  stop  by  one  of  our  190 
local  offices  or  call: 


1-800-2  NO-LOAD  ext.  313. 


Charles  Schwab 

Helping  Investors  Help  Themselves' 


(Ve  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  read  carefully  before  investing. 

me  funds  may  charge  1 2b-l  fees  in  excess  of  0.25%.  Available  funds  may  change  and  fees  may  be  remstated.  Other  restrictions  apply.  Contact  a 
hwab  representative  for  details.  Return  and  principal  will  fluctuate  with  market  conditions.  Maintenance  fees  for  special  assets  still  apply. 
1993  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE. 


HP  DeskJet  color  pnnte 


rt  at  under  $485. 


m  have  it. 


:it  more  ( < .  !.,,.-,;  isk?  With  HP  DeskJet, 
inters  you  get  the  quality  and  rehabihty 
expect  from  Hewlett-Packard.  And  you 
print  brilliant,  attention -get ting  colors, 
for  a  starting  price  of  under  $485.' 

The  HP  DeskJet  500C  and  550C  printers  use 
HP's  proprietary  Inkjet  technology  for  re- 
markably clear  black  &  white  and  color 
printing.  They  Ve  compatible  with  most 
major  soft  ware,  and  come  with  HP's  own 
optiniized  Windows'"  drivers  for  outstandiirg 
image  qualify  They  even  come  with  a  three- 
year  warranty  (he  longest  in  the  industry 

If  you've  been  looking  for  an  affordable  way 
to  print  both  black  &  white  and  color. .  .look 
no  further.  Just  come  on  dowi  to  your  near- 
by  HP  dealer  and  pick  up  an  HP  DeskJet 
color  printer  today  Or  call  1-800-552-8500, 
Ext.  7856  for  the  name  of  the  HP  dealer 
nearest  you. 


DeskJet  Printers 
Make  it  happen,  i 


HEWLETT^ 
PACKARD 


THE  PROS 


smmiEs 

FOR 
STOCKS 


WEICOME  TO 
THE  $100,000  CHALLENGE 

BUSINESS  week's  pros  beat  the  market  hands  down  in  1993.  Can  this  year's  gang  ride  the  biiP 


ow  often  does  someone  hand 
you  $100,000  and  let  you  go 
spend  it  all  in  one  place— say, 
the  stock  market?  That,  in  effect,  is 
what  BUSINESS  WEEK  does  once  a 
year  when  we  ask  a  gi'oup  of  invest- 
ment professionals  to  create  a  portfo- 
lio for  the  coming  year  by  picking 
their  10  favorite  stocks. 

The  four  pros  who  participated 
last  year  all  made  money,  though 
some  significantly  more  than  others. 
While  the  Standard  &  Poor's  500- 
stock  index  was  up  7.7%  for  the  12 
months  ending  on  Dec.  13,  three  of 
the  pros  beat  it  handily. 

This  year's  winner-  hails  far  from 
Wall  Street.  Mark  W.  Millsap  of  Me- 
ridian Management  Co.  is  fi-om  Pi'es- 
ident  Bill  Clinton's  hometown,  Little 
Rock.  Millsap  assembled  a  phantom 
portfolio  of  industrial  and  gold  stocks 
that  turned  his  $100,000  into 
$141,4.54,  almost  a  41.5%  gain.  That 
performance  was  largely  a  result  of 
five  blocki)Uster  stocks  that  each 
rose  more  than  50%..  His  only  loser: 
Occidental  Petroleum,  down  4.1%. 
The  runner-up  was  British  investor 
John  Carrington,  managing  director 
of  Carrington  &  Co.  in  London.  His 
portfolio  was  up  18.0%.  Carrington's 
big  winner  was  Finland's  Nokia, 
which  teamed  up  with  watchmaker 
Swatch  to  design  cellular  phones. 
Nokia's  gain:  1(59%. 

Coming  in  third  was  s&p's  special- 
situations  expert  Robert  S.  Natale. 
His  portfolio  was  up  16.5%,  boosted 
by  thi'ee  picks  that  soai'ed  50%.  or 
more:  warrants  in  Britain's  Hanson  PLC, 
conglomerate  Ti'iarc  Cos.  (formei'ly  DW(;), 
and  the  Malaysia  Fund.  On  the  other 
hand,  Bernadette  Murphy  and  Sheila 
Baird  of  M.  Kimmelman  &  Co.  in  New 
York  chose  a  conservative  portfolio. 
Their  picks  were  up  only  1.6%. 

The  new  cr"op  of  pr'os  for  1994  faces  a 
formidable  challenge.  The  stock  market, 
now  at  record  levels,  is  entering  the 
fourth  year  of  a  bull  market,  and  to 
many  experts,  big  gains  will  be  hard  to 
ome  by.  Still,  this  year's  investment 
;;ros  are  undaunted.  Three  think  there 
e  good  prospects  in  the  U.  S.,  while 


Warburg  Pincus  Counsellors,  New  York 
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46 
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one,  based  in  Scotland,  has  chosen  only 
foreign  securities.  The  diversity  of  their 
picks  illustrates  just  how  far  the  ex- 
perts are  going  to  find  value. 


THIS  IS  A  PLAY  ON 
ECONOMIC  RECOVERY' 


ELIZABETH  B.  DATER.  At  Warburg  Pin- 
cus Counsellors  Inc.,  a  New  York  ven- 
ture-capital and  investment-management 
firm,  Dater  manages  $800  million,  in- 
clufling  the  firm's  $200  million  Emerging 


Growth  fund.  She  describes 
strategy  as  "long-term  invest  ii 
young  companies  for  growth." 
looks  for  stocks  with  high  u\. 
ship  by  management,  low  own> 
by  institutions,  unique  products 
at  least  20%  annual  earnings-gr' 
potential.  "The  [market]  sentii 
is  bearish,  and  I  view  that  as  ;ii 
portunity,"  she  says.  "I  think  \ 
in  an  ongoing  period  of  modi 
economic  growth,  so  my  stock- 
tending  to  move  into  gi'owth  < 
cals,"  she  says. 

In  that  vein,  she  has  select  i 
finity  Broadcasting,  Methode 
tronics,  and  American  Freight  \' 
Infinity  Broadcasting  Corp.,  tlv 
tion's  largest  radio  station  owi 
poised  to  benefit  from  improvei 
vertising  as  well  as  an  investme 
Westwood  One  Inc.,  which  sup 
radio  programming.  Methode  m 
electronic  components  for  the 
computer,  and  telecommunica 
industries.  "This  is  a  play  on  an 
nomic  recovery,"  Dater  says.  In 
puters,  Methode  makes  a  key 
nector  foi'  memory  cards  used  ii 
surging  portable  computer  ma 
American  Freightways  is  a  true 
company  in  the  Southwest  that 
thrived  even  during  the  reces 
Dater  says  the  company  is  nom 
and  is  well  positioned  to  capitali 
an  economic  recovery. 

In  health  care,  Dater  picks  G 
Pharmaceuticals  Inc.  and  Inte 
ed  Health  Services  Inc.  Gensit 
three  comjjounds  in  the  late  st 
of  human  testing,  including  a  pote 
blockbuster  that  prevents  tissue  • 
age  during  heart  surgery.  Integr; 
the  nation's  leading  provider  of  ofi 
subacute  care,  is  a  play  on  health 
reform  and  should  benefit  from 
trend  toward  shorter  hospital  stays 
ter  says.  In  technology,  Dater  has 
sen  Nextel,  which  makes  mobile  ra 
and  Auspex  Systems  Inc.,  a  soft' 
supplier  that  should  do  well  in  the 
timedia  market. 

Her  final  picks  are  in  retailing.  N 
max  Products  Inc.  makes  private- 
personal-care  products  and  next  ye 
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iching  two  personal-hygiene  products 
h  big  growth  potential,  Dater  says, 
alina  Marketing  Coi'p.  specializes  in 
iputerized  marketing  strategies  for 
ermarkets  and  has  new  technologies 
distributing  coupons  at  the  check- 
counter.  Catherines  Stores  Corp.  in 
mphis  sells  large-size  women's  appa- 
and  Dater  thinks  it  has  better  mer- 
ndising  strategies  than  its  competi- 
!  going  into  1994. 


OKING  TO  HIGH  TECH 
R  LOTS  OF  GROWTH 


ER  C  BENNETT.  As  chief  investment  of- 
r  of  one  of  Boston's  oldest  invest- 
it-management  firms.  State  Street 
earch  &  Management  Co.,  Bennett 
lages  several  mutual  funds,  with  to- 
assets  of  about  $1  billion.  A  vete- 
of  30  years  in  the  business,  he  de- 
bes  his  investment  approach  as 
iditional  bottoms-up  stock-picking." 
prefers  well-managed  companies  with 
ing  earnings  growth.  Bennett's  port- 


PETER  C.  BENNETT 

State  Street  Research  &  Management, 
Boston 
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folio  is  counting  on  the  economic 
recovery  to  keep  going  next 
year,  and  he  looks  for  continued 
fast  gi'owth  in  high  tech.  He  has 
chosen  a  mix  of  cyclicals  and 
high-  and  steady-growth  stocks. 

Heading  his  list  of  economical- 
ly sensitive  stocks  is  General  Mo- 
tors Corp.  Although  GM  is  lag- 
ging liehind  Ford  Motor  Co.  and 
Chrysler  Corp.,  Bennett  sees 
a  quicker-than-expected  turn- 
around. "Most  people  don't  really 
believe  the  major  restructuring 
has  really  caught  on,"  he  says. 
Bennett  does,  because  the  econo- 
my is  improving,  consumer  confi- 
dence is  up,  there's  a  bulge  of 
people  in  their  mid-20s  who  are 
prime  buyers  of  GM  cars,  and 
Japanese  cars  are  too  pricey. 

The  three  remaining  cyclicals 
are  Rowan,  an  offshore  driller; 
Millipore,  a  biotech  and  semicon- 
ductor industry  supplier;  and  Eq- 
uitable Life  Assurance  Society, 
the  insurance  company.  Bennett 
says  Rowan  Cos.  is  his  most 
speculative  pick  because 
its  stock  has  gone  no- 
where for  several  years 
and  its  prospects  depend 
on  strength  in  natural-gas 
prices  and  increased  drill- 
ing activity  in  the  Gulf  of 
Mexico.  MiUipore  Corp.'s 
stock  has  also  been  in  the 
dumps  lately.  But  Ben- 
nett says  he's  counting  on 
rising  demand  for  its  fil- 
tration systems  and  a  po- 
tential boost  to  earnings 
from  the  possible  sale  next  year 
of  a  major  division.  In  Equita- 
ble, Bennett  is  expecting  the 
company's  turnaround  to  contin- 
ue more  rapidly  than  most  ex- 
pect next  year. 

In  the  steady  growth  catego- 
ry, Bennett  picks  Fannie  Mae. 
Earnings  are  growing  at  15%  a 
year,  while  the  stock  is  selling  at 
a  low  multiple  of  10  times  earn- 
ings. He  also  likes  Procter  & 
Gamble  Co.,  which  he  says  "has 
a  new  lease  on  life"  thanks  to 
cost-cutting  and  a  low-pricing 
policy. 

Bennett's  high-growth  picks 
include  a  gaming  company  and 
three  technology  stocks.  Promus 
Cos.,  which  specializes  in  river- 
boats  and  has  a  casino  in  New 
Orleans,  is  expected  to  get  ap- 
proval for  several  new  riverboats 
in  1994,  boosting  its  cash  flow, 
Bennett  says.  IDB  Communica- 
tions Group  Inc.  is  starting  up  an 
international  phone  network  and 
is  "a  mirror  of  the  MCI  story," 
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and  California  Technology  Stock  Letter, 
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says  Bennett.  It's  a  small  player,  but 
its  cable  system  is  operating  at  60%  of 
capacity,  he  says. 

His  remaining  two  picks  are  in  soft- 
ware. Cisco  Systems  Inc.,  which  makes 
progi'ams  that  link  networks  of  comput- 
ers, is  gi-owing  at  a  breakneck  pace.  Sy- 
base Inc.  is  the  No.  2  data-base  company 
behind  Oracle  Systems  Corp.,  but  Ben- 
nett claims  that  Sybase  "probably  has 
the  best  technology." 


STICKING  WITH  THE 
BASICS 


MICHAEL  MURPHY.  For  the  past  25  years. 
Murphy  has  been  tracking  high-tech 
companies  and  overpriced  stocks  and 
publishing  his  findings  in  two  newslet- 
ters. Overpriced  Stocks  and  California 
Technology  Stock  Letter.  He  also  manag- 
es the  new,  $2  million  Monitrend  Tech- 
nology mutual  fund.  He  calls  himself  a 
fundamental  investor,  picking  stocks 
based  on  their  underlying  financial 
strength.  But  he  also  looks  for  two  spe- 
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cifir  typt's  of  storks.  One  is  high-tech 
companies  whose  spencHng  on  fesearcii 
and  development  is  rising  compared 
with  its  market  capitalization.  The  other 
is  "high  p-e  stocks  where  economic  dam- 
age has  occurred  but  still  hasn't  gotten 
into  the  stock  price  yet." 

Murphy,  a  longtime  short-seller,  fa- 
vors this  strategy  for  two  picks:  Wells 
Fargo  &  Co.  and  Waterhouse  Securities 
Inc.  Wells  Fargo  has  a  large  portion  of 
its  loan  portfolio  in  California  real  estate, 
which  is  still  declining  in  value.  Mur- 
phy expects  to  see  big  write-offs  next 
year.  Its  shares  recently  traded  at  122k;, 
up  from  a  52-week  low  of  74,  and  Mur- 
phy thinks  it  will  drop  back  down  to 
the  70  level  when  the  bad  news  hits. 
Similarly,  Waterhouse  Securities,  a  deep- 
discount  broker',  has  "overexpanded"  and 
will  be  hit  hard  in  a  l)ear  mai'ket,  Mui'- 
phy  says.  The  stock  is  trading  at  2(51^,  up 
from  a  52-week  low  of  9.5,  and  will  fall 
to  about  13,  Murphy  predicts. 

The  rest  of  his  {portfolio  is  in  two  vol- 
atile markets:  computers  and  bio- 
tech.  His  first  pick  is  Emulex  Corp., 
a  networking  software  and  disk-drive 
maker  that  is  about  to  split  into  two 
companies.  It's  now  trading  at  about 
6.  Murphy  says  the  disk-drive  busi- 
ness, which  Emulex  will  soon  spin 
off  into  a  separate  public  company,  is 
worth  at  least  10  a  share.  Comliined, 
the  two  companies  will  be  worth 
from  12  to  15.  He  also  likes  Network 
Computing  Devices  Inc.,  which 
makes  low-cost  terminals  that  substi- 
tute for  expensive  workstations,  a 
market  Murphy  thinks  will  explode. 

Another  technology  stock  is  soft- 
ware developer  Ross  Systems  Inc. 
The  company's  software  for  account- 
ing, human  resources,  and  the  facto- 
ry floor  is  growing  at  about  80%  a 
year,  l)ut  the  stock  is  trading  at  half 
its  52-week  high  of  15.  He  also  likes 
disk-di-ive  maker  Seagate  Technology 
Inc.  Although  caught  in  a  vicious 
price  war,  Seagate  is  the  low-cost 
maker  anfi  remains  profitable.  It 
should  benefit  if  smaller  rivals  exit 
the  market,  as  Murphy  expects.  He 
also  likes  Weitek  Corp.  It  recently 
developed  a  chip  that  doubles  the 
speed  of  the  processor  in  Sun  Mi- 
ci'osystem  Inc.'s  Sparc  workstations. 

He  adds  a  little  diversity  to  the 
mix  with  three  biotech  stocks.  Telios 
Pharmaceuticals  Inc.  has  a  product 
awaiting  Food  &  Drug  Administra- 
tion approval  that  treats  diabetic  foot 
ulcers.  Vical  Inc.,  Murphy  .says,  has 
the  edge  in  the  gi'owing  field  of  gene 
therapy.  And  Cygnus  Therapeutic 
Systems  makes  transdermal  patch- 
es that  may  soon  be  used  to  treat 
osteoporosis  and  heart  disease. 


AN  EXOTIC  MIX 
OF  FOREIGN  STOCKS 


JOE  SCOTT-PLUMMER.  As  chief  investment 
officer  for  Martin  Currie  Investment 
Management  Ltd.  in  Edinburgh,  Scot- 
land, Joe  Scott-Plummer  manages  some 
$5  billion  for  mutual-fund  companies, 
pension  fimds,  and  endowments  around 
the  globe.  He  descril)es  himself  as  a 
"growth  manager  with  value"  who  in- 
vests primarily  in  emerging  markets. 
He  uses  a  geographic  asset-allocation 
policy  that  can  change  monthly. 

His  picks  include  only  one  household 
name:  Porsche.  The  company  is  bottom- 
ing out,  he  says,  and  has  good  growth 
prospects  next  year  with  two  new  cars. 
One  is  a  low-cost  roadster  than  will  com- 
pete with  Toyota's  MR2  and  Mazda's 
RX7.  The  other  is  the  964,  a  replace- 
ment for  the  classic  911.  "Nobodv's  been 


Martin  Currie  Investment  Management, 

Edinburgh,  Scotland 
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$62.94 

BTR  (BRITAIN) 

5.33 

CPT  (PERU) 

3.35 

ELEr  (POLAND) 

66.00 

HSBt  riUlUiiiu;> 

12.50 

INDIAN  OPPORTUNITIES  FUND 

13.10 

(LISTED  ON  DUBLIN  EXCHANGE) 

IRSA  (ARGENTINA) 

3.15 

LARUE  CONSOLIDATED  (MALAYSIA) 

1.96 

NGKSPAR        ■  (JAPAN) 

8.73 

PORSCHE  (GERMANY) 

454.87 

•Dec.  13, 1993 
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looking  at  Porsche,  but  they're 
markably  good  shape,"  he  says, 
company  has  lowered  its  break 
I)oint  dramatically  and  expects  sale 
pick  up. 

The  remaining  picks  are  far-flung, 
all  are  available  to  U.  S.  inves 
through  l^rokers  who  can  trade  in  kr 
eign  stocks.  One  caveat:  Ti'ansack 
costs  may  be  higher.  j 
In  Poland,  Scott-Plummer  likes  E  k 
trim,  a  trading  house  that  imports  [:  » 
er-generation  systems.  While  its  i 
mary  market  is  Poland,  it  has  gro  i. 
prospects  in  Russia  and  Turkey.  H(  a 
vors  Compaiiia  Peruana  de  Telefoni  b 
Peru,  which  is  making  a  big  investn  ii 
to  improve  its  network  and  will 
huge  revenue  gains  from  margina 
creases  in  usage.  Also  in  Latin  Ame 
he  likes  Argentine  developer  Inversi 
y  Represaciones  (iRSA)  in  Buenos  A 
It  l)uys  state  properties  and  redev 
them  for  sale  or  lease. 

Moving  to  the  Far  East,  Scott-P 
mer  has  several  picks.  One  is  L  't\ 
in  Malaysia,  another  property  dt  i' 
oper.  The  company  has  purchase  ss 
large  plot  of  land  near  the  K  i: 
Lumpur  airport  and  is  building;  ij 
entire  township.  The  kicker  is  th  f 
has  a  gaming  license  to  open  cas  is 
in  China  and  the  Philippines.  In  ii 
pan,  he  has  two  picks:  Aoyfii: 
Ti-ading  Co.,  which  sells  discou 
men's  suits,  and  NGK  Spark 
Co.,  which  manufactures  oxygen  m 
sors  that  make  car  engines  monel 
ficient  and  which  supplies  a  vitas 
ramie  packaging  for  microchips,  i 
In  Britain,  Scott-Plummer  isio 
on  two  companies.  One  is  a  cdi 
cal:  the  conglomerate  BTR  PLC.lh' 
former  British  Tire  &  Rubber,  'h' 
company  makes  a  broad  array  off 
dustrial  equipment  and  is  a  phro; 
the  economic  recovery  in  the  IS 
and  Britain.  The  other  is  a  tT 
around  situation:  Hongkong  Shig 
hai  Banking  Corp.,  a  British  Hc 
ing  company  that  took  over  hv 
York's  Marine  Midland  Bank  sev:? 
years  ago.  He  expects  impn 
earnings  at  Marine  Midland  ai 
boost  from  its  Hong  Kong  mortj| 
portfolio. 

Finally,  Scott-Plummer  likesj 
own  firm's  Indian  Opportunl 
Fund,  a  mutual  fund  that  is  tnl 
on  the  Dublin  stock  exchange 
invests  in  Indian  companies.  "Il 
proxy  for  India,"  he  says. 

Scott-Plummer  says  he  has  i; 
ing  against  U.  S.  stocks,  but  at 
moment,  he  sees  better  opporttn' 
abroad.  So  it's  U.  S.  stocks  vs. 
eign  stocks.  The  race  is  on. 

By  Geoffrey  Smith  in  B< 
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Van  Kampen  Merritt' 


HOW  DO  YOU  FIND  HIGH 
INVESTMEI^  INCOME  W 


Merrin 
ft/Id 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Ask  your  investment  representative  for  an 
investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or,  call  direct:  1-800-DIALVKM  ext.  1108 
(1-800-342-5850)  7  days  a  week,  24  hours  a  day 


Van  Kampen  Merritt^ 

r>^^    Investing  With  A  Sense  Ot  Direction'' 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  9/30/03, 3.16%,  9.64%  and 
11.25%  are  the  Class  A  share  1  year,  5  year  and  Life  of  Fund  (inception  5/27/84)  average  annual  total  returns;  3.18%  and  4.29%  are  the  Class 
B  share  1-year  and  Life  of  Fund  (inception  8/24/92)  average  annual  total  return.  Calculations  include  reinvestment  of  all  distributions  and 
payment  of  the  sales  charge  (4.65%  maximum  for  Class  A  shares  and  up  to  4.00%  for  Class  B  shares).  The  principal  value  and  investment  return 
of  Fund  shares  w^ill  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no 
guarantee  of  future  results.  ®Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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MUTUAL  FUNDS 


A  VERY  GOOD  YEAR— 
ESPECIAILY  ON  THE  FRINGES 

Niche  funds  were  the  hottest:  Overseas,  gold,  small  companies,  convertibles,  and  high-yield  bonds'* 


PACIFIC 


FOREIGN 


WORLD 


I  he  hottest  mutual 
fund  action  in  1993 
was  not  in  the  U.  S. 
but  overseas.  The  average 
equity  mutual  fund  was  up 
16.5%,  besting  the  9.25% 
total  return  in  the  Stan- 
dard &  Poor's  500-stock  in- 
dex. But  a  good  share  of 
that  boost  came  from  the 
stellar  performance  of 
international  equity  funds. 
These  include  Pacific  fimds, 
European  funds,  foreign 
funds  (which  only  invest 
abroad),  and  world  funds 
(which  invest  both  abroad 
and  in  the  U.  S.). 

International  funds  were 
by  no  means  the  only  win- 
ners. All  in  all,  "it  has  been 
a  very  good  year  across  the  board,"  says 
analyst  John  Rekenthaler  of  Morning- 
star  Inc.,  the  data  company  that  tabu- 
lates fund  performance  for  BUSINESS 
WEEK.  Yet  in  both  equity  and  bond 
funds,  he  adds,  "you  were  best  off  on 
the  fringes.  Returns  were  strong  in  part 
due  to  more  aggressive  specialty  invest- 
ments." That  included  not  just  overseas 
funds  but  those  focusing  on  gold,  small 
companies,  natural  resources,  convert- 
ible issues,  and  high-yield  and  interna- 
tional bonds. 


HOW  STOCK-FUND  GROUPS  FARED  IN  1993 


Total  return* 


SPECIALTY-PRECIOUS  METALS  78.63% 


49.09 


34.65 


26.98 


EUROPE 

22.18 

SPECIALTY-TECHNOLOGY 

20.62 

SPECIALTY-NATURAL 

RESOURCES 

18.17 

SPECIALTY-MISCELLANEOUS 

17.60 

SPECIALTY-FINANCIAL 

15.09 

MAXIMUM  GROWTH 

14.93 

ASSET  ALLOCATION 

14.03 

'Appreciation  plus  reinvested  dividends  and  capital  gains  through  Dec.  1 0 


Total  return* 

SMALL  COMPANY 

13.96% 

SPECIALTY-UTILITIES 

13.17 

INCOME 

12.41 

EQUITY-INCOME 

12.22 

BALANCED 

10.20 

GROWTH 

9.82 

GROWTH  &  INCOME 

9.60 

SPECIALTY-HEALTH 

0.22 

DIVERSIFIED  U.S.  EQUITY 

10.81 

ALL  EQUITY  FUNDS 

16.5 

S&P  500  INDEX 

9.25 

DATA:  MORKINGSTAR  INC 


Equity  funds,  though,  generally  did 
very  well  compared  with  the  overall 
market.  While  U.  S.  diversified  equity 
fimds  were  up  only  10.8%,  they  still  beat 
the  S&P.  That  wasn't  bad  considering 
that  in  most  years  they  lag  the  S&P,  on 
average,  by  about  two  percentage 
points.  Out  of  19  stock-fund  categories, 
all  but  one  beat  the  S&P  index  and  16 
made  double-digit  gains. 

The  hottest  new  kind  of  mutual  fund 
category  was  emerging  markets.  Many 
of  those  funds  are  Pacific  Basin  funds. 


which  were  up  an  aver; 
of  49%.  Some  brand -n 
funds,  such  as  Fidel 
Emerging  Markets  ; 
Newport  Tiger  fun 
which  invest  in  count  i 
such  as  Hong  Kong, 
laysia,  and  Singapo 
topped  the  charts  with 
turns  of  more  than  til 
Many  of  the  largest  ecp 
mutual  funds  also  l)oos 
their  returns  by  put  I 
some  of  their  assets 
work  overseas.  The  I 
roPacific  Growth  fu 
from  Los  Angeles-baiu 
Capital  Research  &  Mi- 
agement,  was  up  31.' 
International  bond  fui 
were  big  winners  as  \\ : 
While  low  rates  made  the  money-mar 
crowd  restless,  world  bond  funds,  wl 
buy  mainly  non-U.  S.  issues,  posted 
average  15.4%  return. 

Precious-metals  funds  topped 
charts,  with  a  78.6%  rise.  Half  of 
top  50  list  were  gold  funds.  Becaus( . 
the  many  mining  stocks  that  tr; 
there,  the  American  Stock  Exchaie 
was  up  16.8%.  By  far,  the  top  fundif 
1993  was  Lexington  Strategic  Invi 
ments,  which  was  up  248%.  It  inv( 
only  in  South  Afi'ican  gold  shares  ;d 


Assets* 

Billions 

Totol  return*' 

1993  5-yr.avg. 

Fidelity  Magellan 

$30.33 

22.04% 

19.03% 

Investment  Compuny 
of  America 

18.59 

10.22 

14.42 

Washington  Mutual 
Investors 

12.36 

11.65 

13.31 

Vanguard/Windsor 

10.42 

18.52 

11.29 

Income  Fund  of 
America 

10.03 

12.51 

13.22 

Janus 

9.07 

10.39 

19.72 

Fidelity  Puritan 

8.64 

20.30 

14.17 

Fidelity  Asset  Manager 

8.18 

20.81 

15.39 

THE  25  LARGEST  EQUITY  FUNDS 


Assets* 

Billions 


Totol  return** 

1993  5-yr.avg. 


Vanguard  Index  500  $8.09  9.18%  14.26% 
Vanguord/Wellington      7.92    12.66  12.24 


Twentieth  Century 
Ultro  Investors 


7.84    19.48  28.27 


Vanguard/Windsor  II 


7.48    13.48  13.43 


Fidelity  Growth 
&  Income 


7.27    17.75  17.75 


Fidelity  Equity-Income     6.41    19.34  12.58 


Dean  Witter  Dividend 
Growth  Sees. 


6.38    13.24  13.87 


•  As  of  Sept.  30 


'  °  Includes  dividends  and  capital  gains 
All  1 993  return  dota  through  Dec.  10 


Vanguard/ 
Wellesley  Income 


5.84    14.51  13.59 


Assets* 

Billions 

Total  return'*!  - 

1993  5-yr.avg. 

Fidelity  Contrafund 

$5.79 

19.07% 

26.01'/ 

Putnam  Fund  for 
Grovrih  &  Income  A 

5.19 

13.44 

13.49 

American  Mutual 

5.17 

13.23 

12.88 

EuroPacific  Growrth 

5.09 

31.68 

14.86 

Growth  Fund  of  America 

4.95 

12.41 

15.94 

Twentieth  Century 
Select  Investors 

4.92 

13.51 

14.21 

Fidelity  Equity-Income  II 

4.80 

17.42 

NA 

AIM  Weingarten 

4.79 

0.98 

16.36 

Prudential  Utility  B 

4.74 

13.82 

13.71 

DATA:  MORNINGSTAR  INC. 
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EQUITY  FUNDS:  1993'S  WINNERS  AND  LOSERS 


;  done  well  by  buying  undervalued 
ling  companies  that  have  appreciated 
ng  with  rising  gold  prices. 
But  gold  tends  to  be  a  very  volatile 
i  risky  category.  How  volatile?  In 
12,  Lexington  was  the  worst  fund- 
almost  60%.  Even  so,  Caesar  M.R 
/an,  the  fund's  manager,  remains 
irdedly  bullish.  "I  still  think  the  fund 
/ery  well  placed  if  we  get  gradually 
)reciating  gold  prices,"  he  says, 
ndeed,  most  categories  of  equity  mu- 
,1  funds  did  quite  well.  After  gold, 
hnology  funds  were  the  best  specialty 
ds,  up  20.6%.  And  natural-resource 
ds  posted  an  18.2%  gain,  driven  by 
her  U.  S.  natural-gas  prices.  Brian 
iner,  who  manages  Fidelity's  Equity- 
ome  II  fund,  says  that  continued  tight 
iply  of  natural  gas  and  rising  oil  pric- 
j  which  he  thinks  have  bottomed  out, 
j  .Id  mean  continued  gains  for  this 
\  sgory. 

^  ^art  of  the  solid  performance  of  sev- 
j  1  of  Fidelity's  biggest  fimds,  in  fact, 
be  credited  to  their  bets  on  natural 
ources  and  technology.  The  two 
gest  holdings  of  the  Magellan  Fund, 
ich  was  up  22%,  were  semiconductor 
ipanies,  such  as  Motorola  and  Texas 
truments,  and  natural-gas  compa- 
3,  such  as  Burlington  Resources.  Ma- 
lan  also  had  a  big  position  in  U.S. 
^asury  bonds  when  they  took  off. 
AT,  Magellan's  Jeff  Vinik  is  building 
a  major  position  in  automotive 
iks,  as  well  as  a  few  special  situa- 
is,  including  Sears,  Roebuck  &  Co. 
Lowe's  Cos. 

riCAL  CARE.  It  was  midsize  growth 
■ks  that  drove  the  Twentieth  Centu- 
Ultra  Fund,  which  was  up  19.5%  in 
i  That's  on  the  heels  of  the  fund's 
isly  1.3%  gain  in  1992.  The  fund's 
jfst  positions  were  in  communica- 
s,  computer  software,  and  semicon- 
tors.  Now  the  fund  is  rotating  into 
liler,  faster-gi'owing  names  in  these 

other  sectors  to  keep  up  with  the 
I's  huge  growth  from  $400  million 
'>H  billion  in  the  last  three  years.  "As 
I  as  the  economy  holds  up,  and  peo- 

don't  shy  away  from  stocks,  and 
is  stay  low,  stocks  offer  relatively 
active  total  returns  that  will  last  for 
next  year  to  two  years,"  says  James 
wers  III,  the  president  of  the  Twen- 
h  Century  Investors  Inc. 
'he  worst  performers  were  health- 
i  fimds,  which  were  up  0.2%.  Large- 
iue  to  uncertainty  about  President 
iiton's  health-care  reform  plan,  the 

of  worst-performing  funds  were  lit- 
id  with  names  like  Invesco  Strate- 

Health  Sciences,  Merrill  Lynch 
Ithcare,  and  Putnam  Health  Sciences. 

Jordan  Schreiber,  the  manager  of 
'rill  Lynch  Healthcare  fund,  sees 
.e  bright  spots  in  the  coming  year, 
is  focusing  on  certain  HMOs,  biotech 


1               THE  BEST 

THE  WORST 

Total  return 

Total  return 

Lexington  Strategic  Investments 

248.05  % 

Pilgrim  Corporate  Utilities 

-18.15% 

United  Services  Gold 

109.30 

Invesco  Strategic  Health  Sciences 

-11.80 

Van  Eck  International  Investors 

103.49 

Dean  Witter  Capital  Growth  Securities 

-10.53 

Fidelity  Select  Precious  Metals 

101.04 

Invesco  Strategic  Environmentol  Svcs. 

-10.00 

Blanchord  Precious  Metals 

99.79 

Excel  Value 

-8.85 

Excel  Midas  Gold 

95.74 

Jensen 

-7.97 

Keystone  Precious  Metals 

94.32 

Steadmon  Ocean.  Technology 

-7.43 

United  Services  World  Gold 

85.38 

Yocktman 

-6.76 

Morgan  Stanley  Instl.  Asian  Equity 

84.07 

Pasadena  Growrth 

-6.35 

Thomson  Prec.  Metals  &  Res.  A 

83.41 

Flag  Investors  Quality  Grovrth 

-6.34 

Vanguard  Gold/Prec.  Metals 

83.15 

Reynolds  Blue  Chip  Growth 

-5.93 

Bull  &  Bear  Gold  Investors 

81.67 

Principal  Pres.  Dividend  Achievers 

-5.87 

Benham  Gold  Equities  Index 

80.53 

Kemper  Environmental  Services 

-5.83 

Lexington  Goldfund 

78.41 

Rainbow 

-5.74 

Fidelity  Select  American  Gold 

78.38 

Beacon  Hill  Mutual 

-5.68 

DFA  Pacific  Rim  Small  Company 

77.29 

Voyageur  Growrth  Stock 

-5.62 

IDS  Precious  Metals 

75.46 

Wasatch  Mid-Cop 

-5.40 

Dean  Witter  Pacific  Growth 

74.96 

Monitrend  Summation 

-5.13 

Van  Eck  Gold/Resources 

74.93 

Merrill  LyRfh  HeolthcarTA 

-4.87 

Lexington  Strategic  Silver 

72.61 

Society  Earnings  Momentum  Equity 

-4.81 

Invesco  Strategic  Gold 

72.38 

Rightime  Growth 

-4.74 

Morgan  Stanley  Instl.  Emerging 

70.94 

John  Hancock  Freedom  Global  Rx 

-4.22 

Merrill  Lynch  Dragon  A 

70.55 

Franklin  Rising  Dividends 

-4.19 

United  Gold  &  Government 

70.53 

Eaton  Vance  Growth 

-3.96 

Pioneer  Gold 

68.89 

Morgan  Stanley  Instl.  Emerging  Growth 

-3.88 

Franklin  Gold 

66.90 

Dean  Witter  Equity-Income 

-3.77 

Eaton  Vance  Greater  Chino  Growth 

66.84 

PoineWebber  Dividend  Growth  A 

-3.45 

Fidelity  Emerging  Markets 

66.07 

Oppenheimer  Global  Bio-Tech 

-3.13 

T.  Rowe  Price  New  Asia 

65.22 

Putnam  Health  Sciences  A 

-3.12 

GAM  International 

63.91 

Anchor  Capitcff  Accumulation 

-2.82 

EqulFund  Hong  Kong  Natl.  Fid.  Equity 

63.54 

Flag  Investors  Emerging  Growth 

-2.76 

Govett  Emerging  Markets 

62.88 

One  Group  Blue  Chip  Equity  Fiduciary 

-2.67 

Templeton  Developing  Markets 

62.31 

MIM  Stock  Income 

-2.60 

Scudder  Latin  America 

61.04 

Fountain  Squore  Quality  Growth 

-2.53 

Newport  Tiger 

60.31 

GAM  North  America 

-2.46 

Smith  Barney  Shearson  Prec.  Met.  &  Min.  A 

58.64 

Midwest  Strategic  Growth 

-2.46 

59  Wall  Street  Pacific  Basin  Equity 

58.60 

FAM  Value 

-2.34 

GAM  Global 

58.52 

Boulevard  Blue-Chip  Growth 

-2.32 

John  Hancock  Freedom  Pacific  Basin 

58.17 

Rightime  Social  Awareness 

-2.31 

USAA  Investment  Gold 

56.50 

John  Hancock  Freedom  Environmental  A 

-2.15 

Prudential  Pacific  Growth  A 

56.32 

Blanchord  American  Equity 

-2.10 

Mackenzie  Conodo 

56.31 

Vanguard  U.S.  Growth  — ^ 

-1.95 

Oppenheimer  Gold  &  Special  Minerals 

55.71 

Fidelity  Seled  Biotechnology 

-1.94 

Scudder  Gold 

54.77 

First  Investors  Mode  In  The  U.S.A. 

-1.82 

Merrill  Lynch  Developing  Capital  Mkt. 

54.51 

Oreyfus-Wilshire  Target  Large  Co.  Growth 

-1.50 

Dean  Witter  Prec.  Metals  and  Minerals 

53.68 

Havrthorne  Sea 

-1.47 

Fidelity  Pacific  Basin 

53.36 

Charter  CapitoliiueJiie^rowth 

-1.40 

Govett  Smaller  Companies 

51.70 

FideKly  Seled  Health  Cora-- 

-1.32 

G.T.  Global  Emerging  Markets  A 

51.02 

Reynolds  Opportunity 

-1.29 

Rushmore  Precious  Metals  Index  Plus 

50.55 

Fiduciary  Exchange 

-1.25 

Appreciation  plus  reinvested  dividends  and  capitol  gains,  through  December  1 0,  ]  993                                      DATA:  MORNIKGSTAR  INC 
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companies,  and  foreign  health-care 
stocks.  The  gi'oup  "will  be  up  4%  to  5%" 
in  1994,  says  Schreiber. 

This  year's  healthy  returns  weren't 
lost  on  yield-hungry  investors.  Equity 
mutual  funds  took  in  a  record  $104.2  bil- 
lion through  Oct.  31,  besting  1992's  total 
inflow  of  $78.1  billion.  And  bond  funds 
took  in  $103.8  billion,  compared  with 
$93.5  billion  in  1992.  Most  of  all,  1993 
will  be  remembered  as  the  year  inter- 
national investing  caught  fire.  Some  $22.5 
billion  went  into  global  funds,  compared 
with  $2.3  billion  in  1992,  with  most  of 
that  going  into  global  stock  fimds,  says 
the  Investment  Company  Institute. 

Though  ICI  doesn't  track  inflows  for 
the  emerging  market  funds,  they  cer- 
tainly attracted  big  sums  from  inves- 
tors. But  even  the  pros  admit  emerging 
markets  will  have  a  tough  time  continu- 
ing at  this  torrid  pace.  For  years,  these 
markets  languished  outside  the  invest- 
ment mainstream.  But  in  1993,  that  all 
changed.  "A  lot  of  that  value  has  been 
recognized  this  year.  We  won't  have  50% 
to  100%  returns,"  in  1994,  says  Madhav 
Dhar,  who  runs  Morgan  Stanley's  Insti- 
tutional Emerging  Markets  and  Asian 
Equity  Funds.  "Expect  a  more  sober 


1  1993's  BEST  TMABLE  BOND  FUNDS  1 

Total  return 

G.T.  Global  High-Income  A 

48.53% 

Benham  Target  Moturities  2020 

40.97 

G.T.  Global  Strategic  Income  A 

40.72 

Benham  Target  Maturities  2015 

34.84 

Alliance  Bond  Corporate  Bond  A 

30.64 

Dean  Witter  High-Yield  Securities 

30.17 

Keystone  America  Strategic 
Income  A 

29.79 

Benham  Target  Maturities  2010 

28.45 

FT  International  Income  A 

24.83 

MainStay  Convertible 

24.57 

Keystone  Custodian  B-4 

24.30 

MAS  High-Yield  Securities 

24.17 

G.T.  Global  Gi»vernment  Income  A 

23.98 

i  delity  Capital  ^  Income 

23.69 

Ni  theast  Investors 

22.88 

Bull    Bear  Global  Income 

22.83 

Benhot^i  Target  Maturities  2005 

22.57 

Loomis  Si'vles  Bond 

22.03 

Stondish  Iriternational  Fixed-Income 

21.91 

Morgan  Stanley  Instl.  High- Yield 

21.49 

Pacific  Horizon  Capital  Income 

21.36 

Average  of  83£  unds 

9.88 

j     'Appreciation  plus  reinvested  dividends  and  capital  gains  through  Dec.  10 
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Emerging  markets  delivered 
scorc/iing  returns  -but 
they'll  have  a  hard  time 
keeping  up  that  torrid  pace 


15%  to  20%."  Dhar's  biggest  position  in 
the  Emerging  Markets  fund  was  in  Bra- 
zil, whose  market  went  up  120%  in  1993. 

Among  bond  funds,  GT  Global  High 
Income  headed  the  charts,  with  a  48.5% 
gain.  It  invests  in  junk  debt  issued  by 
governments  of  developing  countries. 
Its  biggest  and  most  profitable  positions 
were  in  Latin  American  debt  and  also 
Moroccan,  Polish,  and  Nigerian  govern- 
ment debt,  all  of  which  is  below  invest- 
ment grade.  While  there  is  still  lots  of 
potential  for  these  and  other  fledgling 
markets,  1993  will  be  hard  to  beat,  since 
prices  fell  dramatically  as  world  inves- 
tors recognized  their  value.  "We  won't 
do  as  well  in  performance  terms,"  says 
Robert  Allen,  a  senior  vice  president 
for  GT  Capital  Management,  who  ex- 
pects returns  in  the  15%  to  20%  range 
next  year. 


1993's  BEST  TAX-FREE  BOND  FUNDS  1 

Total  return 

Evergreen  Insured  National  Tax-Free 

15.72% 

Smith  Barney  Shearson  Managed 
Munis  A 

15.40 

Cambridge  Municipal  Income  A 

15.01 

UST  Master  Long-Term  T/E  Non-Plan 

14.86 

California  Muni 

14.82 

Vista  Tax-Free  Income 

14.73 

Transamerica  Tax-Free  Bond  A 

14.68 

Eaton  Vance  LA  Tax-Free 

14.68 

Sierra  Trust  National  Municipal 

14.61 

Flagship  NY  Tax-Exempt  A 

14.61 

Fidelity  Spartan  FL  Municipal  Income 

14.43 

Van  Kampen  Merritt  T/F 
High-Income  A 

14.42 

Lord  Abbett  Tax-Free  Income  PA 

14.39 

MFS  FL  Municipal  Bond  A 

14.26 

Rochester  Fund  Municipals 

14.20 

California  Investment  Tax-Free  Income 

14.15 

MFS  TX  Municipal  Bond  A 

14.15 

First  Investors  Multi-St.  Ins.  T/F  AZ 

14.07 

Eaton  Vance  AZ  Tax-Free 

14.05 

Eaton  Vance  National  Municipals 

14.03 

Eaton  Vance  TN  Tax-Free 

14.02 

Average  of  694  funds 

11.39 

DATA:  MORNINGSTAI!  INC. 

High-yield,  or  junk,  l)ond  funds  tuiTK 
in  an  average  18.1%.  The  economic  r 
covery  and  low  interest  rates  and  infl 
tion  mean  improved  credit  quality,  hig 
er  earnings,  and  lower  coupons  for  jui 
issuers.  "1994  will  be  good  but  not  : 
good  as  1993,"  says  Peter  Avellar,  wl 
manages  the  Dean  Witter  High-Yield  S 
curities  fund,  which  was  up  30.2%.  I 
sees  returns  in  the  13%  to  15%  range 
1994,  which  by  far  will  top  what's  ava 
able  in  investment-grade  bonds. 

Evan  R.  Steen,  manager  of  Pain 
Webber's  High-Income  fund,  which  po^ 
ed  a  return  of  21.1%  this  year,  sa; 
these  favorable  conditions  will  enab 
more  companies  to  deleverage  throu;. 
refinancings  and  initial  public  offering 
Steen  attributes  the  past  performance 
PaineWebber's  fund  to  a  strategy 
buying  junk  issued  by  "stable  impro 
ing"  companies,  rather  than  focusing  ( 
interest-rate  sensitivity. 
"VERY  COMFORTABLE."  Municipal  boi 
funds,  star  performers  in  1993  with  ; 
1L4%  return,  should  continue  to  shine 
1994,  funds  managers  say.  The  two  k< 
reasons  are  the  higher  marginal  feder 
income  tax  rate  under  the  new  tax  la 
and  the  dramatically  reduced  supply 
new  issues.  According  to  Thomas  J.  Ft 
ter,  director  of  municipal  investmen 
at  Eaton  Vance  Management,  which  h; 
four  of  the  top  21  tax-free  bond  funds 
1993,  the  supply  of  new  issues  next  ye 
is  likely  to  drop  to  about  half  of  tl 
nearly  "$300  billion  issued  in  1993.  / 
though  municipals  may  not  produce  tl 
double-digit  returns  of  the  last  fe 
years,  Fetter  expects  that  returns  ne 
year  will  be  "'very  comfortable." 

Boosted  by  declining  interest  ratt 
convertible  bond  funds  also  had  a  g0( 
year,  with  the  average  fund  returnii 
14.4%.  But  Hugh  H.  Mullin,  portfolio  ( 
manager  of  the  Putnam  Convertible  1 
come-Growth  Tru.st,  which  posted  a  i 
turn  of  15.9%  in  1993,  doesn't  expc 
the  convertible  market  to  continue  pt 
forming  "at  the  same  magnitude  for  t 
next  couple  of  years." 

Treasury-only  funds  that  invest 
zero-coupon  bonds  were  among  the  ot 
er  bond-fund  leaders.  Fom'  Benham  Te 
get  maturity  funds  posted  returns 
22.6%  to  41%.  But  watch  out— becau  ; 
zero-coupon  bonds  do  best  when  rat 
fall  and  get  hammered  when  rates  risi 
With  rates  perhaps  approaching  an  u 
turn,  these  are  risky  funds  to  own. 

If  the  economy  stays  strong  aii 
rates  stay  low,  1994  could  be  anothj 
good  year  for  mutual  funds.  But  inv< 
tors  will  find  it  tough  matching  1993  if 
turns,  an  unusual  year  when  most  mc 
ey  managers  beat  the  averages. 

By  Lexth  Nathans  Spiro,  with  Phillip 

Zweiq  and  Suzanne  Wooley  in  New  Yo' 
 ^  -f. 
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THE  BEST  BOND  FUNDS 


Ibday  in  business,  fast  is  no  longer  fast  enough.  Even  faster  is  still  too  slow  to  keep  paee  with  the  incredible  deniaiuls 
»laced  on  people  and  tlie  computers  they  work  with. 

riiats  one  reason  why  IBM  developed  the  P60/D.  A  60  MIlz  6  f-bit  Pentium  chip  computer  so  fast 
so  j)oweriul,  it  makes  todijy  s  conventional  computers  seem  like  they're  moving  at  a  snails  pace. 
The  P(i()/n  reflects  IBM's  dedication  to  building  a  computer  that  takes  full  advantage  of  the 
*entium  chip  itself.  Offering  graphics  performance  that's  twice  as  fast  as  our  486DX2-66!  And  with  the  latest  local  bus 

WuePoint  Pentium  technology. 
A  computer  built  for  a 

world  that  needs 
everything  done  yesterday 

'CI  architecture,  it  gives  you  graphics  capabilities  that  make  everything  you  do  look  better.  All  of  which  make  it  ideal 
i)r  even  the  most  sophisticated  imaging  and  multimedia  needs. 

Of  course  the  P60/D  is  not  without  other  virtues.  It's  fully  compatible  with 
our  existing  operating  systems  and  application  software.  What's  more,  it's 
etwork  expandable. 

But  what  also  makes  this  new  ValuePoint  so  valuable  is  IBM's 
commitment  to  service,  quality,  and  most 
important,  value.  For  example,  there's  IlelpWaret 
which  includes  one-year  on-site  service,  a  30-day  money-back 
guarantee  and  around-the-clock  assistance.^ 

For  more  information,  call  the  Personal  Systems  HelpCenter"  day  or  night  at 
I  800  772-2227.^*  To  order,  call  toll-free  1  800  IBM-2Y0U.  and  refer  to  NDF.  or  see  vour  IBM 
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uthorized  dealer.  But  do  it  soon.  Because  at  the  rate  you're  working  today,  you'll  probably  need  it  tomorrow. 


^nMark  performance  measured  by  running  WinBench™  version  311  at  1,024  x  768  x  256  colors  at  70  Hz  "IBtvl  prices,  dealer 
■  ices  may  vary  'Information  or  copies  of  IBIvl  limited  warranty  are  available  upon  request  "In  Canada,  call  1  800  465-7999 
'-'M,  HelpWare  and  HelpCenter  are  registered  trademarks  and  ValuePoint  is  a  trademark  of  International  Business  Machines 
orporation  The  Intel  Inside  logo  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corporation  All  other  products 

'd  brand  names  may  be  trademarks  or  registered  trademarks  of  their  respective  owners  ©  1993  IBM  Corp 
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'THE  BIG  MONEY 
HAS  ALREADY  BEEN  MADE 


With  the  economy  chugging  along  steadily,  the  days  of  easy  bond-market  earnings  are  past 


Mayhe  19;»3  will  turn  out  to  t;)e 
the  year  in  which  a  roomful 
of  economists  strung  end-to- 
encl  did  actually  reach  a  conclusion. 

Almost  to  a  man  and  woman,  they 
acrree  that  the  U.  S.  economy  in  1994 
will  chug  along  at  a  moderate,  steady 
pace,  with  little  risk  of  a  sharp  rise  in 
inflation  or  long-term  interest  rates. 
They  expect  weaker  oil  prices  and  the 
Clinton  Administration's  tax  hike  to  help 
keep  inflation  in  check.  And  while  they 
acknowledge  that  there's  always  the 
chance  that  something  might  appear 
fi'om  left  field  to  WTeak  havoc  with  their 
forecasts,  thev  don't  think  that's  very 
likely. 

Under  this  scenario,  short-term  inter- 
est rates  should  move  up  by  ai)out  50 
basis  points  in  the  first  half  of  the  year-, 
while  the  l)enchmark  3()-year  Ti"easury 
bond  should  trade  between  B%  and 
()'/'!%,  though  it  could  scrape  bottom  at 
5/j%.  "1994  looks  like  it's  going  to  l)e  a 
good  year,"  says  Edward  J.  Campbell, 
chief  economist  at  Brown  Brothers  Har- 
riman  &  Co. 

But  since  good  news  for  the  economy 
is  not  usually  good  news  foi-  the  l)ond 
market,  what  does  this  mean  for  fixed- 
income  investors? 

For  one  thing,  investors  who've  got- 
ten hooked  on  intoxicating  double-digit 
returns  o\  er  the  past  several  years 
could  be  in  for  a  rude  awakening.  In 


the  domestic  Ixind  market,  investors  will 
generally  have  to  satisfy  themselves 
with  single-digit  returns  from  interest 
income  rather  than  the  hefty  capital 
gains  generated  by  plunging  interest 
rates.  "The  big  money  has  already  been 
made  in  bonds,"  says  Campbell.  "It's  be- 
come more  of  a  traders'  market."  Adds 
Barbara  Kenworthy,  portfolio  manager 
at  the  Dreyfus  Corp.:  "Two  years  ago, 
interest  rates  were  so  high  it  didn't  mat- 
ter where  you  were.  Selection  didn't 
make  a  lot  of  difference."  Now,  she  says, 
"the  chances  for  an  easy  home  run  ai'e 
over.  You  have  to  do  your  homework" 
and  be  prepared  for  surprises.  Next 
year,  she  adds,  the  market  sectors  hit- 
ting "home  runs"  will  change  frequently: 


OUTLOOK:  STEADY  LONG 
RATES,  HIGHER  SHORT  RATES 


30-YEAR  TREASURY  BONDS 


3-MONTH  TREASURY  BILLS 


I  '93  II 
▲  PERCENT 


IV      I '94 


DATA:  MERRILL  LYNCH  &  CO. 


EST. 


"one  month,  long  Ti'easuries . . .  the  ne 
month,  junk,  the  next  month,  emergir 
markets." 

For  investors  still  yearning  for  r 
turns  driven  by  the  capital  gains  of  yt 
teryear,  money  managers  offer  this  ter 
piece  of  advice:  Think  global,  junk,  ai 
munis— probably  in  that  order. 

"The  real  story  for  fixed  income 
the  non-U.  S.  market,"  says  Thomas 
Steffanci,  director  of  fixed  income  at  I 
delity  Investments.  He  believes  that  i 
dividual  investors  now  ought  to  ha' 
l)etween  10%  and  15%  of  their  total  poij 
folio  in  glolsal  fixed-income  instrument! 
"The  European,  Asian,  and  emergii 
markets  ai'e  the  most  attractive  area; 
he  says.  There  are  several  reasons  f 
this.  With  Japan  and  Germany  mired 
recession,  economists  believe  that  intt 
est  rates  in  those  and  other  develop( 
comitiies  still  have  more  room  to  dro 
FOREIGN  ADVENTURE.  Stephen  Axilro 
\'ice-chairman  of  Nikko  Securities  Cj 
International  and  a  foi'mer  Federal  I? 
serve  Board  official,  says  that  the  pr* 
pects  are  "very  good"  for  the  "Eui 
peans  to  ease  short  rates,  because  th<^ 
economies  are  so  weak."  Ditto  for  t) 
Japanese:  Even  though  Japan  has  ; 
i-eady  lowered  short-term  rates  dram; 
ically  and  its  Fed  funds-rate  equivalc 
is  now  2.5%,  Axilrod  says  it  "ought  to 
down  another  point." 

Steffanci  savs  that  the  liond  mark* 
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IN  SPORTS 
THEY'D  C\LL  THIS 
A  DYNASTY. 


For  six  consecutive  years.  The  Equitable 
lias  had  more  ChFCs  (Chartered  Financial 
Consultants)  than  anyone  in  life  insurance. 
We've  also  had  more  CLUs  (Chartered  Life 
Underwriters)  for  five  years  in  a  row. 

These  professional  designations  are  the 
most  prestigious  an  agent  can  earn. 

What's  more.  The  Equitable  ranks  among 
the  industry's  leaders  in  numbers  of  Regis- 
tered Representatives  —  agents  licensed  to 
sell  mutual  funds  and  other  securities  prod- 
ucts offered  through  Equico  Securities,  hic. 


We're  one  of  the  top  sellers  of  such  products 
in  the  entire  insurance  company  broker/ 
dealer  community. 

This  commitment  to  professionalism  and 
training  is  what  keeps  us  so  well  abreast  of 
our  clients'  needs  in  today's  complex  market. 

To  learn  more  about  the  strength  in 
The  Equitable's  numbers,  please  write  to 
Richard  H.  .lenrette,  CLU,  Chairman,  or 
Joseph  J.  Melone,  CLU,  ChFC,  President, 
at  The  Equitable,  787  Seventh  Avenue, 
Department  A,  New  York,  NY  10019. 


»  Til 


EQUITABLE 


STRENGTH  IN  NUMBERS 


GE-93-I7I     Source:  The  American  College.  ©1993  The  Equilabic  Cunipanies  Incurporaled,  NY,  NY  1(1(119. 


The 


Gabelli 
Growth 
Fund 


Elizabeth  R.  Bramwell,  CFA 

President  &  Chief  Investment  Officer 


A  diversified  no-load  mutual  fund  seeking  capital  growth 
by  an  eclectic  earnings-driven  approach 


IRAs  Available 


$1,000  Minimum  Initial  Investment 

-Ask  about  ouf  monthly  automatic  investment  plan - 

For  a  prospectus,  please  call 

1-800-GABELLI 

1  -800-422-3554 


Average  Annual  Returns 
Through  g/30/93{a) 


One  Year  +17.7% 
Five  Year  +16.5% 
Life  of  Fund*  +17.0% 

'From  inception  April  10, 1987 


Gabelli  &  Company,  Inc.    The  Gabelli  Growth  Fund 

One  Corporate  Center  •  Rye,  New  York  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested  dividends 
and  capital  gams  and  are  net  of  expenses.  Investment  results  and  the  principal 
value  of  an  investment  will  vary.  The  past  performance  noted  above  does  not 
guarantee  future  results.  When  shares  are  redeemed,  they  may  be  vuorth  more  or 
less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


The  Ports  of  Virginia  have  the  natural  advantage 
of  being  only  18  miles  from  the  open  sea  with  50 
foot  channels  and  no  obstructions  that  allow  in- 
cieased  maneuvering  of  even  the  larger  vessels. 


W  :         ,  .     ,  link  troiii  the  terminals  to  2/3  of 
the  U,S,  population  within  24  hours.  As  a  gateway 
to  the  world  we  offer  75  lines  and  one  of  the  most  fre- 
quent direct  sailing  schedules  on  the  U.S.  East  Coast. 


in  Fi-ance,  Germany,  Denmark,  Malaysi 
Thailand,  and  Indonesia  "are  likely 
hold  the  most  promise."  He  and  othe 
are  also  bullish  on  the  prospects  for  tl 
Latin  American  fixed-income  market 
notably  in  Mexico  and  Argentina— h 
for  different  reasons.  There,  he  say 
the  capital  gains  will  occur  when— n 
if— the  rating  agencies  upgrade  the  sov 
reign  debt  of  those  countries  to  inves; 
ment-gi-ade  status.  Yields  on  these  i 
sues,  currently  hovering  about  22.5 
250  basis  points  over  U.  S.  Treasurie 
are  out  of  line  with  the  real  risk  of  d' 
fault.  When  the  upgrades  occur,  Ste 
fanci  says,  they  will  unleash  a  massif 
inflow  of  money  from  pension  and  oth 
funds  now  barred  from  investing 
junk-gi'ade  debt. 

"You're  going  to  hear  a  big  suckii 
sound"  of  money  flowing  into  these  ^ 
curities,  he  says.  Of  the  Latin  natior 
only  Colombia  and  Chile  are  now  rati 
investment-grade.  Though  Steffai- 
doesn't  see  further  30%  to  40%  retur 
in  emerging-market  bonds  or  the  15i 
to  20%  returns  in  developed- world  de 
posted  in  the  past  year  or  so,  he  fe( 
emerging-market  bond  buyers  could 
returns  of  half  recent  levels.  Investd 
could  earn  returns  in  the  low  dout 
digits  on  developed-country  instrumeir 
he  thinks.  The  Latin  fixed-income  mt 
ket  will  be  volatile,  adds  Dreyfus'  Ke'" 
worthy,  but  "the  Latin  naines  will 
some  of  the  stellar  performers." 

Although  such  countries  as  Mexi»- 
and  Argentina  are  beginning  to  issi  ' 
dollar-denominated  "Yankee  bonds"  th;|- 
in  theory.  Mom  and  Pop  can  buy,  men' ' 
managers  generally  advise  individu; 
seeking  to  participate  in  the  global  fix( 
income  market  to  buy  fimds,  rather  th; 
single  issues.  Buying  and  selling  oif- 
lots  is  typically  expensive  and  inconvtj-!' 
lent.  Moreover,  U.  S.  individual  inv(\] 
tors  are  often  the  last  to  hear  bad  ne4 
that  would  hurt  the  prices  of,  say,  Lai- 
issues.  And  bonds  are  more  vulnerab  ^ 
than  a  bond  fund  to  currency  exposuA 
JUNK  FUNK.  In  the  domestic  marki,^ 
many  portfolio  managers  exisect  the  ju:- 
and  municipal  sectors  to  turn  in  tj: 
strongest  performance  next  year,  "^ss 
see  more  cases  of  improving  credits  thi^t 
declining  ones,"  says  A.  Keith  Brodk.i 
chairman  of  Massachusetts  Financial  S 
vices,  a  mutual-fund  manager.  And 
delity's  Steffanci  says  that  the  450  J 
50(J  l)asis-i)oint  spread  between  junlc  ah 
Treasury  issues  reflects  a  higher  histr" 
ical  default  rate  than  is  likely  to  occurk 
1994.  Steffanci,  for  one,  expects  thep, 
spreads  to  narrow  next  year.  In  C(h 
trast,  he  says,  investors  can  exp«p- 
"very  little"  in  capital  gains  from  inve-i 
iTient-grade  corporate  issues,  thouji: 
there  are  some  inanagers  who  say  tK 
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i  investors 
)  insist  on 
h  returns 
»u/d  think 
bal,  junk, 
:i  munis— 
ibably  in 
3f  order 


les  in  the  low-investment-grade  re- 
n  represent  good  values. 
)reyfus  Corp.'s  Kenworthy  is  less  en- 
siastic  about  the  junk  market.  Al- 
ugh  she  says  that  there  are  still 
le  runs  to  be  scored  on  individual 
les,  she  is  reluctant  to  recommend 
m  to  small  investors.  As  for  junk 
is,  she  says  that  many  money  man- 
rs,  in  an  attempt  to  deliver  on  prom- 
1  high  yields,  sometimes  invest  in 
jnd  or  third  choices.  Dreyfus,  she 
its  out,  doesn't  offer  a  junk  fund. 
PLUNGE.  Some  fixed-income  special- 
say  municipals  could  be  star  per- 
ners  in  1994,  as  they  have  been  this 
r  (page  118).  For  one  thing,  the  max- 
m  federal  tax  rate  has  been  hiked  to 
i%.  Pressure  on  local  governments 
for  spending  cuts 
may  mean  an  ex- 
cess of  demand 
over  supply. 

Because  interest 
rates  have  been  so 
low  for  so  long, 
money  managers 
think  home-mort- 
gage refinancing 
will  slow  down 
next  year  fi'om  its 
record  1993  pace. 
That's  good  news 
for  investors  in 
mortgage  pass- 
through  funds, 
2h  have  suffered  from  the  high  vol- 
;  of  prepayments  in  1993.  Capital 
is,  if  any,  are  likely  to  be  modest  in 
market,  but  because  of  the  expected 
ine  in  prepayments,  returns  will  also 
ess  volatile. 

ome  money  managers  worry  that 
ir  fixed-income  returns  could  prompt 
!  jphisticated  investors  to  reach  for 
j  Is  even  more  than  they  have  done  in 
past.  This  year,  for  example,  buyers 
i|  jnds  loaded  with  so-called  "interest- 
ij  "  instruments  watched  the  value  of 
r  investments  plunge  50%  or  more, 
dtably.  Wall  Street  alchemists  next 
'j '  will  offer  investors  new  and  un- 
:  1  securities  to  satisfy  their  thirst  for 
ij  ler  yields.  Some  of  these  will  con- 
•i  derivative  instruments.  Money  man- 
'  ■'s  point  out  that  when  used  as  a 
jing  device,  derivatives  are  a  useful 
nique.  But  they  warn  that  deriva- 
s  combined  with  leverage  can  be  a 
lula  for  disaster,  especially  if  interest 
'i  s  rise.  If  such  an  investment  promis- 
ij  eturns  much  higher  than  those  avail- 
ii  on  similar  plain-vanilla  instruments, 
»j  :h  out.  Says  MFS  Senior  Vice-Presi- 
i|  Leslie  J.  Nanberg:  "If  certificates  of 
ii  )sit  are  at  3%  and  someone  offers 
1\  a  fund  yielding  10%,  that  doesn't 
3j  issarily  mean  its  a  bad  investment, 
^  it  certainly  is  a  riskier  one." 

By  Phillip  L.  Zweig  in  New  York 


The  Vanguard  Variable  Annuity  Plan 

HNALLY,  A  VARIABLE  ANNUITY 
THAT  MAKES  SENSE 


The  Vanguard  Variable  Annuity 
Plan  is  a  low-cost,  tax-deferred 
insurance  contract  using  four 
Vanguard  mutual  fund  portfolios  as 
underlying  investments.  There  are 
no  sales  commissions  or  "surrender" 
charges.  And  to  lower  the  cost  of 
investing  further,  the  Plan  has  main- 
tained annual  expenses  of  less  than 
one-half  the  expenses  of  the  average 
variable  annuity* 

This  Plan  is  well  suited  for  long- 
term  investors  who  have  exhausted 
other  methods  of  tax-deferred 
investing  (such  as  IRAs,  SEPs,  and 
Keoghs),  and  for  those  w^o  wish  to 
make  larger  contributions  than  qual- 
ified retirement  plans  allow. 

The  minimum  initial  investment 
is  $5,000. 


Call  f-800'647'8886 
For  a  Free 
Information  Kit. 

*Source:  Morningstar,  Inc. 

'"piease  send  me  a  free  Vanguard  ~' 
Variable  Annuity  Plan  Information  Kit 

including  prospectuses  that  contain 
more  complete  information  on  advisory 
fees,  distribution  charges,  and  other 
expenses.  I  will  read  both  prospectuses 
carefully  before  I  invest  or  send  money 
Vanguard  Variable  Annuity  Plan 

PO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name  

Address  

City  

State  Zip  

(64)  BWC3-361 

TH^anqiiardGROUP 

*^OF  INVESTMENT  OOMTANIES 


The  Vanguard  Variable  Annuity  Plan,  a  flexible  premium,  multi-funded  variable  annuity,  is  issued  by 
National  Home  Life  Assurance  Company  of  Valley  Forge,  PA,  a  member  of  the  Capital  Holding 
family  (for  New  York  residents  by  National  Home  Life  Assurance  Company  of  New  York). 


You  can  rest  assured  the  entire  port  community  is 
worl<ing  togettier  to  create  an  environment  of  success 
and  growth.  For  more  information  fax  us  your  mailing 
address  for  a  free  video  tour  at  (804)683-8500. 


The  Ports  of  Virginia 

ONE  STOP.  AMERICA  AND  THE  WORLD. 

600  World  Trade  Center.  Norfoll<,  VA  23510,  USA. 
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MUNICIPAL  BONDS 
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ANOTHER  MUNIFICENT  YEAR 

FOR  MUNIS 


Higher  taxes  and  yields  are  making  them  a  rugged,  reliable  shelter 


Investors  who  IioukHI  munidpal  bonds 
at  the  l)eKinninK  of  1993  can  pat 
themselves  on  the  l)a(_-k.  They  prob- 
ably had  a  t>anner  year. 
And  the  way  1994  is 
shapinj^    up,  they 
may  deserve  an- 
other pat  a  year 
ft"om  now,  if  they 
keep  their  hold- 
ings.  Why?  A 
looming  federal 
tax  hike,  a  de- 
cline  in  supply, 
and     high  muni 
yields   relative  to 
Treasury  securities, 
all  of  which  should 
push  u})  prices. 

Higher  taxes— no 
surprise— continue 
to  be  the  key  factoi\ 
In  1998,  they  over- 
whelmed such  bear- 
ish foi-ces  as  $290  l)i 
lion  in  new  muni  bonrls 
issued  by  cities,  states,  an( 
public  authorities,  surpassing  the  recon 
$2:32  billion  in  1992  (chart).  Similarly,  a 
spate  of  muni-market  .scandals  involv- 
ing questionable  political  contributions 
by  Wall  Street  firms  failed  to  fleter  buy- 
ers. In  19!K5  through  Dec-.  10,  muni  l)onds 
had  a  total  return  of  13.5%,  according  to 
Apjjlied  Municipal  Network. 
ROSY  OUTLOOK.  In  1994,  buyers  are  ex- 
pected to  continue  scr-amliling  to  put 
their  money  in  one  of  the  last  i-emaining 
tax  shelters.  Even  though  the  new  fed- 
eral taxes  became  effective  at  the  l)e- 
ginning  of  1!I93,  few  taxpayers  increased 
withholdings  fi'om  their  1993  paychecks. 
That  means  they  stand  to  get  hit  with 
big  tax  bills  come  A])r.  15— and  they  will 
prol)ably  start  thinking  harder  about 
tax-exempt  investments.  "When  they 
write  out  that  check,  that's  when  they'll 
change  their  [investment]  allocation," 
says  Pamela  Hunter,  a  vice-jiresident  at 
Chase  Manhattan  Bank. 

Adding  to  the  rosy  outlook  is  the 
l)rospect  of  fewer  new  issues  in  1994. 
Thousands  of  municipalities  in  1993  is- 
suerl  low-coupon  l:)onds  to  refinance  high- 
i-i'-coupon  issues.  If  rates  stay  stable  oi- 
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increase,  the  i-efinancing  will  slow.  Ann 
C.  Stern,  chairman  and  chief  executive 
officer  of  Financial  Ckiaranty  Insurance 
Co.,  a  muni  insurer,  expects 
$200  l)illion  or  less  in  new 
issues  in  1994. 

Investors  getting 
into  the  market  now 
should    also  find 
prices    on  theii' 
holdings  rising  as 
yields  fall  relative 
to  T-l)onds.  Yields 
on  high-grade  tax- 
,^***'S.  \        exempt  bonds 
r         f  1         '""f  'low  within 
■  only    0.2%  of 

"n-easuiy  bonds 
of  the  same 
maturity,  .so  the 
aftertax  yield  of 
the  munis  is 
nnich  higher.  With 
top  tax  rates  increas- 
ing to  39.6%,  munis 
would  have  to  yield  close 
to  0.4%  less  than  comjjai'a- 
)le  Ti-easuries  for  the  aftertax  return 
to  he  the  same.  If  the  spread  between 
muni  and  Ti'easury  yields  were  to  widen 
to  that  extent,  it  would  produce  a  sub- 
stantial rise  in  bond  prices. 

High-grade  Ijonds  are  currently  the 
best  bet.  Single-A  bonds  are  yielding 
just  0.1%  more  than  comparable  insured 
triple-A  securities.  "In  the  muni  mai'- 
ket,  you  really  don't  get  paid  for  taking 
a  l)ig  chance,"  says  Robert  Godfrey,  ex- 
ecutive vice-president  of  the  Municipal 
Bond  Investors  Assurance  Corp. 

You  don't  get  paid  for  going  long,  ei- 
ther. If  you  want  to  pick  \\\)  some  yield 


CLOSING  THE  SPIGOT 


300 


200 


100 


VOLUME  Of  NEW 
MUNICIPAL-BOND 
—  ISSUES 


'89      '90  '91 
L  MILLIONS  Of  DOLLARS 

DMA:  FINANCIAL  GUARANTY  INSURANCE  CO. 


'93  '94 
EST. 


but  limit  your  exposure  to  a  possil 
rise  in  interest  rates,  stick  to  7-  to 
year  bonds.  James  J.  Cooner,  a  sen 
vice-president  at  Bank  of  New  Yoi 
notes  that  thei'e's  little  increase  in  yi 
between  10-  and  30-yeai'  bonds.  And 
cause  longer-term  bond  prices  tend 
fall  more  than  short-term  ones  when 
terest  rates  rise,  long-term  bonds 
riskier.  "The  biggest  risk  in  the  mun 
pal  bond  market  today  is  investing 
long-term  bonds  at  the  bottom  of 
interest-rate  cycle,"  he  says.  The  sami 
true  for  long-term  muni-bond  funds 
CALIFORNIA  COMEBACK.  As  for  regie 
to  consider,  a  number  of  portfoHo  mi 
agers  are  turning  more  bullish  on  C 
fornia,  whose  bonds  have  gotten  beat 
u])- and  perhaps  too  beaten  up— becai 
of  worries  about 

the  state's  econo-  a       ■  : 

my.  "We  look  at  a        ACTIO  I 

state  like  CalitVjr-   

nia  just   as   we  For  a 

looked  at  Mas- 
sachusetts" a  cou- 
ple of  years  ago,  some  interei 
says  Richard  J. 
Moynihan,  a  port- 
folio manager  who  and  atfracti\ 
oversees  Dreyfus  •  i  i     ,•  i  . 

Corp.'s  $30  billion  Y'^^^'  ^f/ck  i 
in  tax-exempt  7-  to  10-yeC 
funds.  Moynihan  .  ' 

also  views  New  '"""'S  ' 

York  as  a  "tried  • 
and  true"  issuer,  and  says  Dreyfus  11 
for  part  of  a  $702  million  bond  issue  ; 
Dec.  8  from  the  state's  Local  Gove  - 
ment  Assistance  Corp. 

General-obligation  bonds  around  i 
country  also  look  good.  General  tax 
ceijits  that  back  cio  bonds  should 
crease  as  the  economy  improves,  si 
Chase's  Hunter,  who  manages  $2  bill  i 
in  tax-exempt  funds.  She  is  buying  Fl(j- 
da  bonds  because  the  state  may  sm 
raise  its  tax  on  intangible  assets,  the 
liy  improving  its  fiscal  health. 

Muni  bonds  all  over  the  county 
should  perform  I'elatively  well,  howev". 
Tough  times  foi-  taxpayers  generate  i 
ix)sitive  side  effect— a  boon  to  muni-bi 
holders. 

Bi/  Kellc}/  Holland  in  New  Y  ' 
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ITT  Automotive 
Created  Something  That  Makes  Driving 
Safer  Than  Ever  Before. 


(WE'LL  Give  You  A  Hint.) 


T  Automotive  is  not  only  a  pioneer  in  hydraulic  drum  and 
!k  brake  technology  it  has  become  the  world's  leading  inno- 

or  and  manufacturer  of  four-wheel  passenger  car  anti-lock 
rke  and  traction  control  systems.  Eighteen  of  the  most  highly 
larded  auto  makers  here  and  abroad  depend  on  them. 

ITT  Automotive,  part  of  ITT's  Manufactured  Products 
lup,  is  also  a  global  supplier  of  a  variety  of  other  products: 

"  Koni  shock  absorbers.  ITT  SWF  windshield  wiper  systems, 


switches  and  rear  lighting  modules.  Fluid  handling  systems. 
Plus  a  wide  range  of  body  hardware  and  structural  components. 

In  addition,  we've  given  the  green  light  to  reinvest  $2.7 
billion  in  ITT  Automotive  for  engineering,  R&D  and  capital  ex- 
pansion over  the  next  five  years.  At  ITT,  our  mission  is  to  make 
your  car  a  safer  

place.  Stop,  and  TnpiTI  We're  adding  more 
think  about  it.    -L  J- J- than just our name. 


FINANCIAL  &  BUSINESS  SERVICES      ITT  MANUEACTVRED  PRODUCTS      ITT  RAYONIER      ITT  SHERATON 


■» 

1 
5 


Financial  Statement 

We  help  people  live  better  lives  with  home 
equity  loans,  and  help  them  plan  for  the  future 
with  annuities,  mutual  funds  and  retirement 
products.  We  provide  the  security  of  life 

insurance  to  millions  of 
individuals  and  families. 

TViAXTCAA/rcDTr-A  W*^'^^  Transamerica,  the 
TRANSAMERICA    p,,pie  in  the  Pyramid. 

We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting 
the  right  product  for  your  needs,  at  the  right 
price.  To  us,  being  different  is  more  than  a 
matter  of  appearance. 


COMMODITY  FUNDS 


lilt 
iHvismm 
spimuM 


TAKING  SOME  OF  THE  FEAR 
OUT  OF  FUTURES 

Managed  funds  can  offer  top  returns  while  hedging  volatility 


iversification  has  long  been  part 
of  the  investors'  credo.  But  until 
recently,  only  the  brave  would 
consider  futures  contracts  for  their  di- 
versified portfolios.  After  all,  commod- 
ities have  a  justly  deserved  reputation 
as  a  zero-sum  game  in  which  there's  a 
loser  for  every  winner, 
and  more  often 
than  not,  it's  the 
retail  investor  who 
winds  up  with  the 
short  end  of  the 
stick. 

Now,  the  game  is 
changing.  By  buying 
into  managed  futures 
funds,  individual  inves- 
tt)rs  can  get  i  he  benefit 
of  diversification  while 
keeping  the  risk  of  the 
pits  at  liay.  Generally,  fu- 
tures funds  do  well 
when  stocks  are  taking 
it  on  the  chin.  Ti'ue,  the 
funds  can  be  volatile, 
but  over  the  years,  man- 
aged funds  have  shown 
returns  that  top  those  of 
other  portfolio-diversifica- 
tion vehicles,  such  as 
gold,  real  estate,  and  the 
like.  And  because  these 
funds  often  employ  several 
ti'ading  finns  to  make  investment 
decisions,  investors  are  not  reliant  on 
the  hot  hand  of  just  one  manager. 
HOUSEHOLD  NAMES.  Futures  funds  are 
attracting  an  increasing  numl:)ei'  of  inves- 
tors. Today,  an  estimated  $30  billion  is 
invested  in  futures  fimds— triple  the  lev- 
el of  just  three  years  ago.  Such  house- 
hold names  as  Dean  Witter  Reynolds, 
Merrill  Lynch,  and  Shearson  Lehman 
Brothers  are  among  the  fiiTns  sponsoring 
commodity  fimds  that  trade  in  agi'icultu- 
ral  as  well  as  financial  futures.  And 
while  futures  investors  generally  have  a 
high-roller  image,  many  of  these  funds 
will  accept  initial  investments  of  as  little 
as  $2,000  from  an  Individual  Retirement 
A  (-count. 

What  kind  of  return  is  that  money 
buying?  The  .514  futures  funds  and  com- 
nuxlity  pools  tracked  by  industry  news- 


letter Managed  Account  Reports  post- 
ed an  average  12%  gain  through  Octo- 
ber, the  latest  date  for  which  results 
are  available.  Fund  managers  cashed 
in  on  volatility  in  the  currency  mar- 
kets, the  steady 


decline  in  interest  rates,  and 
a  sizalile  drop  in  enei'gy  pi'ices. 
This  year's  results  are  down 
fi'om  the  industry's  1987  return  of 
46.9%  but  better  than  the  n.5%  loss 
posted  in  1986,  the  worst  performance 
since  MAK  began  tabulating  results  in 
1979.  This  year,  investors  who  chose 
the  top  fund,  JWH  Global  Strategies  Se- 
ries H,  saw  a  63%  return  thanks  to  the 
fund's  savvy  trading  in  Japanese  finan- 
cial instruments. 

With  stocks  at  all-time  highs,  futures 
funds  could  l)e  especially  attractive,  and 


With  stocks  at  all-time  highs, 
the  right  futures  fund 
couid  serve  as 

an  insurance  policy  against 
a  stock  market  dive 


the  right  fund  could  serve  as  an  insui 
ance  policy  against  a  stock  market  div< 
"What  futures  funds  have  going  fo 
them  is  that  they  can  trade  on  bot 
sides  of  the  mai 
ket,"  figures  Rutl 
ei'ford  R.  Romaim 
executive  vice-pres 
ident  of  R.XR  Grou 
in  Stamford,  Com 
"They  can  make  moi 
ey  when  prices  go  u 
and     make  mone 
when  they  go  down 
That's   also  true  fo 
hedge  funds,  but  b( 
cause  futures  funds  ii 
vest  only  in  futures,  the: 
results  are  not  influence 
)y  the  performance  of  irk 
dividual  stocks  and  option:' 
as  hedge  funds  might  be. 
COSTLY    GUARANTEES.  Fc 
those  who  want  diversit 
but  still  don't  trust  commo( 
ities,  some  firms  offer  gua 
anteed  funds  in  which  invei 
tors   can   never   lose  theij 
principal.  But  there's  a  tradi 
off:  They  probably  won't  maK 
much  money,  either,  because  the  fun 
managers  typically  invest  more  tha 
70%  of  the  fund's  assets  in  safe  instn 
ments,  such  as  medium-term  Ti-easurie 
"Guarantees  dilute  the  performance  ( 
the  fund,"  says  Richard  Pike,  preside: 
of  RP  Consulting  Group  in  St.  Peter 
burg,  Fla. 

Managed  futures  are  typically  brokt 
into  two  groups:  funds  and  pools.  Pi 
vate  pools  ai-e  unadvertised  limited  par 
nerships.  They  may  have  an  unlimitt 
number  of  "accredited"  investors  wl 
have  net  worths  of  $1  million  or  annu 
incomes  gi-eater  than  $200,000.  The  pai 
nership  may  accept  u\)  to  35  investoi 
with  less  sterling  credentials.  Minimu 
investments  start  at  just  $25,000  f( 
newer  pool  operators  and  can  run  wt 
over  $2  million  to  invest  in  pools  ma 
aged  by  marquee  names,  such  as  Pa 
Tudor  Jones  II  or  John  W.  Henry  &  C 
Futui-es  funds  attract  a  broader  cliente 
and  typically  require  a  minimum  u 
fi-ont  investment  of  around  $5,000.  U 
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A  Clear  View  of  the  World 


liiilii:  I' t  Turn  Van  Sant  /  The  Ceospherf  Project  Santa  Monica.  CA 


T 

J_his  view  of  the  earth  is 
actually  a  composite  of  more 
than  2,000  cloudless  images, 
collected  by  several  orbiting 
satellites,  and  carefully  assem- 
bled by  a  team  of  experts. 

One  of  today's  most 
respected  global  money 
managers,  G.T.  Global,  uses 
a  similar  system  to  produce  a 
clear  view  of  world  markets  for 
investment  decision-making. 

Since  1969,  G.T.  Global 
professionals  have  been  spe- 
cializing in  global  investing 
in  both  established  and  emerg- 
ing markets.  Instead  of 
satellites,  G.T.  Global  relies 
on  investment  teams  located 
in  London,  Hong  Kong,  Tokyo, 
Singapore,  Sydney,  and 


San  Francisco.  Team  members 
speak  local  languages  and 
understand  local  practices. 

Each  regional  team  pro- 
vides a  unique  perspective  on 
the  world  economy,  which 
G.T.  Global  assembles  into 
a  single,  clear  view  of  global 
economic  trends. 

Because  of  this  clear  view 
of  the  world,  G.T.  Global  can 
make  uniquely  informed 
investment  decisions  on  six 
continents -from  infrastruc- 
ture projects  in  South  China, 
to  newly  privatized  telephone 
utilities  in  Latin  America,  to 
export-oriented  technology 
firms  in  the  U.S.,  or  the  bond 
markets  in  France,  Spain, 
and  the  U.K. 


If  you  would  like  more 
complete  information  about 
G.T.  Global's  mutual  funds, 
please  call  the  number  below. 

You  will  be  sent  free  infor- 
mation for  the  funds  of 
interest  to  you,  including 
charges,  expenses  and  the 
risks  associated  with  global 
investing.  Please  read  the 
prospectuses  carefully  before 
you  invest. 


G.T.  GLOBAL 
1-800-824-1580 

G.T.  Global  Financial  Services,  Inc.,  Distributor 
50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 


t  0  N  D  0  N 


HONG  KONG 


The  Legg  Mason 
Special  Investment  Trust 
is  thie  only 
small  company  growth  fund 

to  beat  the  S&P  500 
five  out  of  the  last  five  years. 

A\  erogc  AniUKiI  Krturns 


39.17' 


9/30/92  -  9/30/93^ 


19.84' 


9/30/88  -  9/30/93 


14.75' 


12/30/85  -  9/30/93 


Value  Funds 


1-800-822-5544 

Tlie  Special  hwcstmcnt  Trust  is  a 
***** 

5'Star  Morningstar  fiDid 


The  Standard  &  Poor's  500  Stock  Price  Index  (S&P  500)  is  an  unnianaged  group  of  securities  often 
taken  as  representative  of  the  stock  market  as  a  whole.  Performance  results  of  the  S&P  500  reflect 
reinvestment  of  dividends.  Legg  Mason  totals  reflect  change  in  share  price  and  reinvestment  of  cap- 
ital gains  and  dividends.  The  results  shown  are  based  on  historical  results  and  arc  not  intended  to 
indicate  future  performance.  The  investment  return  and  principal  value  of  the  funds  will  fluctuate 
so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Please  read  the  prospectus  carefully  before  investing  or  sending  any  money.  The  chart  does  not  take 
account  of  any  taxes  a  shareholder  must  pay  on  dividends  and  capitals  gains.  The  Fund  pays  an 
asset-based  distribution  fee.  Lipper  is  the  source  of  mformation  comparing  small  company  growth 
fund  performance  to  the  S&P  500.  Advisor  absorbed  a  portion  of  Fund  expenses  in  fiscal  year  WHh 
through  1984.  Morningstar  is  an  independent  publisher  of  financial  information  and  mutual  fund 
ratings.  Morningstar  ratings  are  calculated  from  5  year  average  annual  returns,  with  appropriate  fee 
adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month  Treasury  bill 
returns.  Morningstar  proprietary  ratings  reflect  historical  risk  adjusted  performance  as  of  9/1/93. 


The  Time 
Has  Came.., 


...to  send  for  the  latest  copy  of  the 
free  Consumer  Information  Catalog. 

It  lists  more  than  200  free  or  low- 
cost  government  publications  on  topics 
like  money,  food,  jobs,  children,  health, 
and  federal  benefits. 

Don't  waste  another  minute,  send 
today  for  the  latest  free  Consumer 
Information  Catalog  and  a  free  sample 
booklet.  Send  your  name  and  address  to: 

Consxuner  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


if 


A  public  service  of  this  publication  axid  the  Consumer 
Information  Center  of  the  U.S.  General  Services  Administration. 


like  pools,  funds  have  hefty  disclosu 
documents  that  regularly  run  to  2 
pages  and  more. 

In  many  ways,  managed-futures  fun 
operate  like  mutual  funds.  They  pool 
vestors'  assets  and  enable  them  to  shi 
the  costs,  risks,  and  returns  of  tradii 
But  futures  funds  have  some  signifies 
differences.  They  tend  to  have  higl 
cost  structures.  They  rely  on  more  tl; 
one  manager  for  investment  decisio 
And  while  their  returns  can  be  predi 
able  over  long  time  peric^ls,  their  perf 
mance  often  varies  widely  from  moi 
to  month.  "For  some  people,  volatilitj 
just  too  painful,"  says  Mark  Hawl 
head  of  managed  futures  at  Dean  Wit 
Reynolds  Inc.  "A  futui'es  fund  might  h 
diversify  their  portfolio,  but  their  te 
perament  isn't  suited  for  it." 

Their  pocketbooks  may  not  be  suii 
for  the  funds'  rather  sizable  costs 
ther.  Up-front  charges,  or  loads,  can 
erage  4%  of  an  individual's  investme 
and  trading  advisers  usually  earn  a  m 
agement  fee  equivalent  to  about 
year.  It's  also  typical  for  advisers 
earn  an  incentive  fee  for  profitable  tr 
ing  that  can  top  3%  of  the  fund's 
sets.  Futures  markets  often  invo 
more  active  trading  than  equities, 
trading  commissions  add  up  fast.  A 
because  most  futures  funds  are  clos 
end  investments,  the  cost  of  exiting  e 
ly  can  be  substantial. 
SHOTGUN.  Costs  aside,  there's  one  el 
characteristic  that  sets  futures  fui 
apart:  the  multimanager  structure.  1 
like  equity  mutual  funds,  which  typi 
ly  rely  on  one  manager,  the  sponsors 
futures  funds  normally  hire  three 
more  trading  firms,  or  "commodity  ti  * 


THE  BEST-PERFORMING 
COMMODITY  FUNDS 


JWH  GLOBAL  STRATEGIES  SERIES  H 


CHESAPEAKE  FUND 
KENMAR  PERFORMANCE  PARTNERS  BVI 


HASENBICHLER  COMMODITIES 
JWH  GLOBAL  STRATEGIES  SERIES  C 
JWH  WORLDWIDE  FUND 


GNI  DIRECTIONAL  PROGRAMME 


!  i 


TAGICAL  COMMODin^FUND^ 

IDS  MANAGED  FUTURES          \         |  j 

GOVETT  MIS  JAPAN  INDEX  FUND 

•THROUGH  OnOBER  DATA:  miOlD  ACCOUm  KfPOi 


III, 
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advisers."  The  fund  sponsors  allo- 
!  a  portion  of  the  fund's  assets  to 
1  adviser.  Then,  they  routinely  add 
withdraw  funds,  depending  on  how 
managers  perform.  In  some  instanc- 
they  may  fire  the  fund  managers 
gether. 

he  multimanager  approach  has  defi- 
nite benefits:  It 
enables  the  fund 
to   tap  different 
trading  styles,  in- 
vest in  a  wider  ar- 
ray  of  markets, 
and   spread  risk 
among  more  than 
one  investment 
manager.  But  in- 
vestors sometimes 
find  that  the  mul- 
tiple-manager ap- 
proach makes  the 
investment  deci- 
sion  more  chal- 
lenging. First,  in- 
ors  must  learn  what  they  can  about 
performance  of  each  fund  manager. 
^  must  also  divine  whether  the  fund 
isor  is  inclined  to  switch  managers 
uently  or  stick  with  them  even 
ugh  rough  periods. 
DSE  YOUR  WEAPON.  The  managers 
likely  to  practice  one  of  two  main 
:egic  approaches:  system  trading  or 
■etionary  trading.  System  traders 
^  laWy  rely  on  signals  from  computer 
I,'  rams  they  have  designed  to  track 
[1  •cet  trends  based  on  price  changes, 
tj  ing  volume,  and  other  factors.  They 
1|  /ell  in  predictable  markets  but  can 
aught  short  when  markets  whipsaw 
,:'  hey  did  last  year  because  of  big 
1  cs  in  currencies  and  agricultural 
I  's.  Discretionary  traders  follow  fun- 
l  LMital  factors  and  pick  their  spots 
I  ?r  than  take  signals  from  a  comput- 
VTien  markets  show  a  strong  trend, 
are  prone  to  make  more  mistakes 
their  system-following  brethren, 
liatever  the  trading  method,  inves- 
should  look  for  the  "standard  devia- 
or  the  amount  of  volatility  the 
3r  produces.  Another  key  indicator: 
fund  manager's  biggest  "draw- 
1,"  or  the  biggest  move  from  peak 
alley  throughout  their  trading  ca- 
s.  That  measures  how  big  a  loss 
trader  may  take  before  correcting 
nistakes.  Such  information  is  avail- 
in  disclosure  documents  or  can  be 
^ned  easily  through  firms  that  track 
managers. 

i'he  biggest  decision  investors  make 
!  cosing  the  individual  trading  advis- 
says  Sol  Waksman,  president  of 
!lay  Trading  Group.  The  second- 
est,  that  is,  after  the  decision  to 
I  into  what  can  be  the  rewarding 
i/olatile  world  of  futures. 

By  David  Greising  in  Chicago 
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LEJimG  YOUR  JOB? 

DON  T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  EEHIND 


Free  T.  Rowe  Price  kit  iieips  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  eiecisions  you'll  make.  And  a  current  tax 
law  makes  your  choices  more  complicated — and 
more  important — than  ever.  Depending  on  your 
decision,  the  IRS  could  withhold  20%  of  your  retire- 
ment money. 

We  iieip  you  know  all  your  options.  Our  up-to-date  kit  can  help  you 
understand  all  your  options.  In  plain,  straightforward  language,  we  give 
you  the  accurate,  detailed  facts  you  need  to  decide  what's  best  for  you. 

Call  for  more  information  and  a  free  kit 
1-800-541-8457 


hwest  Witli  Confident 

TRowelVice 


IRAR020409 


T  Rowe  Price  Investment  Services,  Inc,  Distributor, 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


■'■'/ 


"I  'ui  a  vice  president  because  I  solii  22.000  ^^iznios 
this  year.   How'd  you  become  a  v. p.?" 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


iSTMENT  SPECTRUM 
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REAL  ESTATE 


iHmmm 
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A  FIRM  FOOTING 
AT  LAST 


Housing  is  on  a  roll,  and  even  some  commercial  property  is  worth  a  look 


After  its  r'apid,  fiery  descent  in 
tlie  late  1980s  and  early  19y0s, 
the  real  estate  business  almost 
seemed  ready  to  close  down  for  good. 
Fortunately,  though,  the  industry  is  dis- 
playing strong  signs  of  life.  No  one  ex- 
pects a  dramatic  takeoff,  l)ut  for  the 
first  time  in  years,  many  real  estate 
markets  are  stabilizing  or  even  enjoying 
a  recovery.  The  housing  market  is  posi- 
tively healthy,  with  falling  interest  rates 
fueling  a  climb  in  housing  stai'ts,  sales, 
and  even  pricing  in  some  areas. 

There's  good  news  in  commercial 
real  estate  as  well,  with  vacan- 
cies in  many  office  build 
ings  tapering  off.  And 
Wall  Street  is  provid- 
ing more  ways  than 
ever  to  invest  in  real 
estate  and  get  some 
of  the  juicie.st  yields 
around.  Investors  just 
need  to  keep  in  mind 
that  above-average  re 
wards  often  involve  y 
average  risks. 
TENANTS'  SMARTS.  The 
real  estate  returns  in  1993 
went  to  bottom-fishers.  By  snap- 
ping up  properties  in  depressed 
sectors  and  either  reselling  them  or 
packaging  them  into  securities  for 
resale,  such  "vulture  investor.s"  bene- 
fited handsomely.  While  few  individuals 
are  able  to  play  the  bottom-fishing 
game,  investors  that  band  together  can. 
In  1990,  Waad  Nadhir  and  two  other  in- 
vestors formed  BOSc  (Iroup,  based  in 
Birmingham,  Mich.,  to  "use  our  very 
good  skills  learned  as  tenants  search- 
ing for  pi'irne  real  estate  for  our 
stores  ...  to  buy  fjuality  properties 
that  were,  for  us,  at  affordable 
prices,"  says  Nadhir.  Calling  on 
their  retail  backgrounds  in  video 
and  convenience  stores  and  super- 
markets, the  investors  have  bought 
three  shopping  centers  so  far-,  in 
Detroit,  Texas,  and  California.  Af- 
ter rejuvenating  the  centers,  they 
anticipate  a  return  of  at  least  20% 
after  a  five-year  period.  But  com- 
petition for  properties  is  starting 
to  drive  up  values,  they  say. 


Multifamily  housing  in  the  Southwest 
was  the  most  sought-after  asset  among 
value-hunters  last  year,  says  Paul  C. 
Reilly,  KPMG  Peat  Marwick's  national  di- 
rector of  real  estate  consulting.  A  bot- 
toming out  of  apai'tment  supply,  the 
brighter  economic  pictiu-e,  and 
renewal  of  a  tax  credit  for 
building  and  renovat- 


their  hungry  eyes  elsewhere.  "Off 
buildings  and  hotels  are  the  least 
vored  class  of  real  estate,  but  a  lot 
people  are  sniffing  around  there,"  si 
John  Stanfill,  director  of  investmi 


J 

housing  were  behind  much  of  the  inter- 
est. And  while  the  home  runs  may  be 
gone,  Reilly  feels  that  "for  people  who 
want  a  constant  yield  . . .  multifamily  hous- 
ing is  still  a  good  investment  \'ehicle." 
Many  bottom-fishers  are  now  casting 
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properties  for 
Commercial  Real  Est 
Group.  He  expects  more  intei 
in  suburban  office  centers  than  in 
business  districts  of  major  cities 
notes  that  his  fii-m  recently  bought 
office  buildings  in  such  districts.  Inv 
ing  along  with  the  pension  funds  of 
jor  corporations,  CB  Commercial  bou 
one  office  Imilding  in  Detroit's  busir 
district  on  "very  favoral)le  terms,"  s 
Stanfill.  "It  seems  on  the  surface  a  ( 
trarian  move,  but . . .  it's  got  a  strat( 
location,   quality  tenants,  it's 
leased  . . .  and  we  agreed  tha 
was  a  sane  opportunity."  Star 
who  plans  to  fix  up  the  prop< 
and  sell  to  a  more  passive  invd 
in  three  to  five  years,  expect; 
annual  return  in  the  high  teen 
For  those  who  would  prefer 
vestments  that  are  more  liq 
there  are  real  estate  investn  ^" 
trusts  (REITs)— indeed,  more 
them  than  ever  before.  As  of  I 
30,  close  to  $7.5  billion  had  I 
raised  in  initial  public  offering 
REITS  and  $3.3  billion  mor  e  in 
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iry  equity  offerings.  REITs  are  creat- 
py  developers,  usually  because  they 
strapped  for  cash  and  unaV)le  to  find 
ers.  To  stay  afloat,  they  package 
'  properties  into  a  REIT  that  can  be 
through  a  public  stock  offering.  In- 
ors  in  the  178  publicly  traded  REITs 
lable  can  get  yields  that  top  9%,  al- 
gh  6%  to  7%  is  more  common. 
ING  THE  ROAD.  All  REITS  are  not 
ted  etjual.  While  there  are  quality 
s  with  good  properties  and  strong 
agement,  1993's  "rush  to  REIT,"  fu- 

by  Wall  Street's  lust  for  fees  and 
iloper's  desperation  for  capital,  has 
uced  REITS  of  questionable  quality. 
;erns  over  the  growth  prospects  of 

stocks  has  hurt  their  prices  in  re- 


REIT  that  concentrates  on  industrial 
properties  and  yields  about  8.25%.  Softer 
likes  its  focus  on  one  specific  property 
type— factory  outlets— and  the  high  level 
of  insider  ownership. 

Another  REIT  bull  is  Barry  Greenfield, 
portfolio  manager  of  Fidelity's  $450  mil- 
lion Real  Estate  Fund.  Greenfield  ex- 
pects investors  to  start  focusing  more  on 
industrial  and  hotel  REITs.  He  likes  the 
RFS  Hotel  Investors  Inc.  offering,  which 
yields  about  8.5%.  Beyond  REIT  stocks, 
he  likes  Host  Marriott  Corp.  and  La 
Quinta  Inns  Inc.  A  more  speculative  buy 
he  is  con.sidering  is  Prime  Motor  Inns. 
His  reasoning:  "As  the  economy  gets 
better,  people  are  willing  to  travel  more. 
And  once  occupancy  gets  past  a  certain 
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average  earn- 
ings potential. 
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months.  Granted, 
return  for  1993  through 
30  was  a  robust  19.8(j7o,  ac- 
ing  to  an  index  of  equity  REITs 
:ed  by  the  National  Association  of 
Estate  Ti'usts  in  Washington,  D.  C. 
the  index  dipped  1.91%  in  October 
another  5.42%  in  November.  De- 
)er  is  expected  to  be  flat  or  down 
tly. 

>me  portfolio  managers  see  the  cor- 
on  as  a  warning  shot  to  REIT  is- 
3  that  will  create  buying  opportu- 
5.  "That  these  deals  will  have  to  be 

and  come  out  at  competitive  yields 
thing  but  terrific  news  for  portfolio 
igers,"  says  Dean  Softer,  a  portfolio 
liger  for  the  $110  million  Chicago- 
id  PRA  Real  Estate  Fund.  PRA  has 
intrated  on  economically  sensitive 
tments  and  retail  properties  but 
I  plans  to  focus  on  discount  centers 

as  Michigan-based  Horizon  Outlet 
I  ers.  PRA  recently  bought  Chicago- 
id  CenterPoint  Properties  Corp.,  a 


mark,  any  improve- 
ment at  all  drops  to  the 
l)Ottom  line." 
Some  of  the  best  news  in  real 
estate  in  1993  was  in  the  housing  mar- 
ket, whose  solid  gains  were  fueled  by 
falling  m.ortgage  rates.  The  rate  on  30- 
year  fixed  mortgages  slid  in  mid-Octo- 
ber to  6.83%,  close  to  a  28-year  low.  At 
the  end  of  Noveml^er,  the  average  rate 
was  7.4%,  compared  with  8.21%  a  year 
earlier,  and  in  mid-December,  rates  were 
hovering  near  7.25%.  The  prolonged  drop 
in  rates  in  1993  led  to  a  record  year  in 
mortgage  originations,  says  Paul  S.  Have- 
mann,  a  vice-president  with  mortgage  re- 
search firm  HSH  Associates  in  Butler, 
N.  J.  Low  rates  have  sparked  a  massive 
wave  of  refinancings,  with  some  home- 
owners refinancing  two  or  three  times. 

Improved  affordability  drew  many  fii'st- 
time  buyers  over  the  threshold.  About 
45%  of  home  buyers  last  year  were  first- 
timers,  compared  with  the  usual  one- 
third.  John  Tuccillo,  economist  for  the 
Chicago-based  National  Association  of  Re- 


altors, notes  that  "as  the  economy  has 
shifted  into  a  lower-inflation  mode,  pi-ice 
growth  in  housing  has  settled  down  as 
well."  Long  term,  he  expects  housing  pric- 
es to  rise  at  the  rate  of  inflation  plus  a 
percentage  point, 
or  at  about  4%  in 
1994. 

Richard  J. 
Loughlin,  president 
of  Century  21  Real 
Estate  Corp.,  pre- 
dicts that  if  home 
prices  remain  sta- 
ble, interest  rates 
stay  low,  and  first- 
time  buyers  keep 
buying,  1994  could 
be  the  best  year  in 
residential  real  es- 
tate since  the  late 
1970s.  The  hottest 

markets  are  those  where  employment  is 
rising  or  expected  to  rise:  fi'om  the  south- 
central  U.  S.,  starting  with  Texas,  to  the 
Rocky  Mountains,  up  through  Colorado 
and  into  Montana.  Utah  and  Colorado 
even  face  a  shortage  of  homes  for 
sale.  A  few  hundred  miles 
away,  in  great  contrast,  is 
Southern  California,  a 
market  that  Loughlin 
thinks  has  bottomed  out, 
though  many  others  believe 
it  has  further  to  fall.  And  in 
the  Northeast,  a  slow  recovery  has 
already  begun. 

Homebuilders  have  responded  to  the 
demand  by  getting  out  the  hammers 
and  nails.  Single-family  housing  starts 
in  1993  reached  about  1.1  million,  com- 
pared with  1992's  L04  million.  Multifam- 
ily  housing  starts  slid  slightly,  to  156,000, 
but  are  projected  to  rise  to  near  200,000 
in  1994  as  demand  starts  to  outstrip 
supply.  Some  say  it  may  be  too  late  to 
buy  building  stocks.  But  Merrill  Lynch 
building  industry  analyst  Jonathan  Gold- 
farb  still  sees  opportunities.  "In  every 
postwar  upcycle,  prices  of  housing-sensi- 
tive stocks  have  never  peaked  until 
about  the  same  time  as  housing  starts," 
he  says.  And  he  doesn't  think  starts  will 
peak  until  1995  or  1996.  A  few  of  Gold- 
farb's  picks:  Owens  Corning  Fiberglass, 
the  largest  producer  of  fiberglass  and 
residential  roofing  shingles  in  the  U.  S.; 
ABT  Building  Products  Corp.,  which  pro- 
duces siding  and  specialized  plastic  build- 
ing components;  and  homebuilders  Len- 
nar  and  Centex. 

After  years  of  comparisons  to  train 
wrecks  and  other  disasters,  the  real  es- 
tate market  may  merit  a  rosier  vocabu- 
lary. To  say  real  estate  has  recovered  is 
stretching  things.  Let's  just  say  that 
the  real  estate  industry  is  now  on  firm- 
er ground,  which  compared  with  the 
past  few  years,  sounds  awfully  good. 

By  Suzanne  Woolley  in  Neiv  Yoi'k 
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"Its  like  we  re  all  in  the  same 
office.  The  office  just  happens  to 
spread  across  7,000  miles  of 

ocean.    Tom  Hughes,  MIS  Director,  Fletcher  Construction.  I 

Fletcher  Construction  is  a  very  big  company.  Literally.  And  though  it  stretches  acros 
15  time  zones  with  offices  in  Seattle,  Hawaii  and  Guam,  Fletcher  now  communicate 
as  if  there  is  no  distance  at  all.  It  wasn't  always  that  way.  Originally,  each  office  had 


own  system,  each  configured  differently.  Growing  meant  duplicating  staff  and 
lipment.  Worse,  accessing  information  could  take  weeks. 
Working  together  with  Fletchers  I/S  department,  IBM  created  an  innovative 
iltivendor  system  that  not  only  improved  information  access  but  provided  real-time 
working  capabilities  between  all  their  sites.  The  team  upgraded  the  AS/400®s  at 
;h  site,  and  installed  Novell®  NetWare'  token-ring  LANs.  All  are  connected  by 
3r- optics,  with  remote  sites  linked  in  turn  to  Guam  or  Hawaii.  Seattle  handles 
idata  and  programs  for  project  management,  accounting  and  so  on,  while  the  open 
Item  allows  site  workers  to  directly  access  local  functions  such  as  e-mail.  Now, 
in  remote  user  requests  are  processed  in  less  than  a  second.  "IBM  doubled 
tcher  s  network  capacity  while  saving  them  $200,000  annually,"  according 
Hughes.  And  it  provides  the  flexibility  to  expand.  If  you're  interested  in  business 
utions  that  make  your  world  a  lot  more  productive,  give  us  a  call  at  1  800  IBM-3333, 
:for  ext.  "star"  801. 
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The  1994  Business  Week/SRI  International 
Technology  Management  Symposium 

Technology  Management  Under  Siege 

Date:  Wednesday  and  Thursday,  March  9  th  and  10  th,  1994 
Place:  The  Ritz-Carlton,  San  Francisco,  California 


Presented  in  association  luith: 

Sun  Microsystems 
CoMPUiER  Corporation 


Speakers  include: 

John  MoRi.RIIk.i  ,  Onef Executive  Officer, 
Cisco  Systems,  Inc. 

Javau  K.  Hassan,  Vur  President,  Technology, 
AMP  Incorporated 

Dk.  James  R.  Strkk  I  ,  Cmup  Research 
Coordinator,  Royal  Dutch  Shell  Croup  of  Cornpunies 


Executive 
programs 


For  Senior  Technology 
OeficERS,  change  isn't  coming. 
It's  here. 

Today  CTOs  must  pull  off  a 
balancing  act:  managing  rapid 
advances,  increased  competition, 
and  more  demanding  customers. 

At  this  critical  time,  Bnsi)iess  Week 
is  proud  to  host  The  1994  Business 
Week/SRI  International  Technology 
Management  Symposium. 

For  senior  technology  officers,  it's  a 
clearcut  way  to  master  the  current 
challenge. 


For  corporate  sponsors,  it's  an 
unprecedented  opportunity  to  make 
direct  contact  with  the  highest  levels 
of  technology  management  and 
position  your  company  at  the  top. 

A  limited  number  of  corporate  spon 
sorships  are  available.  For  sponsorshi  |» 
information,  please  call  William  H. 
DeCraff,  Director  of  Sales,  Strategic 
Programs,  at  212-512-6012. 


Business  Week  Executive  Programs. 
A  company  capability. 
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PRECIOUS  METALS 


THE  WHITE-KNUCKLE  RIDE 

IS  OYER 


Forecasters  see  a  year  of  modest  but  steady  price  improvement 


If  you  don't  like  roller  coast- 
ers, gold  is  not  a  good  invest- 
ment for  you,"  says  Bruce  L. 
Ian.  the  president  of  Kaplan  & 
a  precious-metals  consulting  firm, 
d  counsel  at  any  time,  but  rarely 
e  true  than  in  1993.  After  bottom- 
out  at  an  seven-year  low  of  $326 
unce  in  March,  gold  prices  rallied 
ng  the  spring  and  summer, 
hing  a  summit  of  $409  in  early 
ust.  Then  prices  rapidly  sank  to 
in  September  before  rebounding 
a  more  recent  range  between  $360 
$388.  According  to  Morningstar 
precious-metals  mutual  funds, 
h  are  dominated  by  gold  stocks, 
1  posted  total  returns  of  63%  so 
his  year,  compared  with  a  16%  de- 
last  year  and  a  5%  drop  in  1991. 
5yond  these  gyrations,  however, 
?ed  goldbugs  see  the  makings  of  a 
but  steady  increase  in  prices  over 
next  year  or  so,  even  without  an 
rge  in  inflation.  "I  think  you're  see- 
he  early  days  of  a  long-term  recov- 
says  Ian  MacDonald,  a  precious 
Is  analyst  at  Credit  Suis.se.  Adds 
ard  Scott-Ram,  the  chief  economist 
e  World  Gold  Council's  U.  S.  offices: 
coming  time  when  the  underper- 
ance  of  gold  in  recent  years  has  to 
up  to  normality  while  the  over- 
irmance  of  stocks  and  bonds  is  vul- 
3le  to  having  setbacks." 
Jlish  "bullionaires"  point  to  improv- 
!upply-and-demand  fundamentals. 
,e  recent  years,  1993  had  no  dra- 
;  negative  shocks  on  the  supply 
Mine  production  has  been  leveling 
.nd,  aside  from  Canada,  which  will 
ibout  120  metric  tons  by  yearend, 
by  major  central  banks  around  the 
1  have  eased  up.  Last  year,  Bel- 
and  the  Netherlands  dumped  more 
600  metric  tons  of  gold  on  the  mar- 
3  bolster  their  currencies,  but  the 
:ountries  have  since  been  quiet.  "I 
believe  central-bank  selling  is  a 
r  threat  for  the  coming  year  or 
says  George  Milling-Stanley,  a  pre- 
!  metals  analyst  at  Lehman  Bros. 
T  does  Russia  seem  capable  of  dam- 
■  the  market,  having  exhausted 
I  of  its  gold  reserves  in  a  futile  at- 
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tempt  to  prop  up  the  old  regime.  Its 
mining  equipment,  further,  is  old  and 
badly  in  need  of  repair.  And  the  former 
Soviet  Union  is  likely  to  use  portions  of 
its  current  supply  to  satisfy  the  hunger 
for  gold  jewelry  of  its  own  denizens. 
SUMMER  SQUALL.  While  global  supply  is 
holding  fairly  steady,  demand  is  appar- 
ently on  the  rise  again.  In  the  U.  S., 
jewelry  and  gold  coins  are  increasingly 
on  people's  wish  lists.  Through  the  first 
nine  months  of  1993,  the  World  Gold 
Council  reported  overall  global  demand 
of  1,817  metric  tons,  up  6%  over  last 
year.  Developing  markets  in  the  Mid- 
east and  Asia  remain  hot,  though  de- 
mand has  softened  lately,  with  China 
trying  to  cool  down  an  overheating  econ- 
omy and  reduce  domestic  supply. 

These  trends  are  showing  up  in  the 
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markets.  "It  used  to  take  a  price  as  low 
as  $350  to  trigger  more  incremental 
demand,"  says  Lucille  Palermo,  man- 
ager of  the  Van  Eck  Gold/Resources 
Fund.  "Now,  it  seems  to  be  happening 
at  $370."  Analysts  question,  though, 
whether  demand  can  be  sustained  if 
prices  squirt  back  above  $400  an 
ounce— especially  if  they  spike  too 
swiftly,  as  they  did  during  the  sum- 
mer. Most  prefer  a  scenario  that 
would  feature  a  slow  and  steady  rise, 
culminating  in  above-$400  gold  prices 
again  toward  the  middle  of  next  year. 
As  the  economic  picture  in  the  U.  S. 
and  elsewhere  is  brightening,  so  is 
the  outlook  for  other  precious  met- 
als—especially platinum  and  silver, 
which,  more 
than  gold,  depend  a  ~ 

on  the  fortunes  of        ACT/ ON 

industry.  Silver   

prices   tend   to  Demand 
bootstrap     gold  ,i  . 

and  haven't  been       apparently  is 

hurt   yet    by    a  on  the  rise 

long-term     dark  .     i  , 

cloud:   the   pos-  ^9°'"' 

sibility  that  digi-  don't  expect 

tal   photography  .  i 

will  partially  or  P'''^^^ 

even  largely  sup-  obove  $400 

plant  convention-  ,. 

al  methods  that  °"y  ""^^  SOOn 
use   silver.  The 


metal  recently  sold  for  $.5.13  an  ounce, 
down  from  an  August  high  of  $5.44. 

Platinum,  a  main  component  in  cata- 
lytic converters,  is  being  helped  by  a 
global  boost  in  auto  sales.  The  metal, 
which  typically  trades  at  a  premium  to 
gold,  peaked  at  $428  in  early  August. 
Recently,  prices  were  around  $387.  One 
bearish  factor:  the  sticky  recession  in 
.Japan.  Japane.se  consumers  are  the  main 
buyers  of  platinum  jewelry. 

While  some  experts  are  bullish,  few 
feel  the  sky's  the  limit.  Even  as  the 
U.  S.  economy  picks  up  steam,  the  kind 
of  nasty  double-digit  inflation  rates  that 
propelled  gold  prices  to  $875  an  ounce  13 
years  ago  seems  highly  unlikely.  If 
there's  anything  gold  fans  have  learned 
in  recent  years,  it's  not  tf)  be  too  greedy. 
By  Edward  C.  Baig  in  Washington 
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PRETTY  AS  k  PICTURE? 
PRETTY  MUCH 


Slowly  but  steadily,  artworks  are  regaining  some  glitter 


On  five  nights  in  November,  a 
hearty  band  of  bottom-fishers 
ventured  out  to  New  York's  liig 
auctions  of  Impressionist,  Modern,  and 
contemporary  art.  The  time  seemed 
ripe— with  prices  for  paintings,  draw- 
ings, and  sculptures  leveHng  off  after 
three  years  of  decHne— to  snap  up  a  few 
bargains.  "There  was  nothing  foi'  them," 
says  Diana  D.  Brooks,  CEO 
of  Sotheby's  worldwide  auc- 
tion business.  On  lot  after 
lot,  spirited  bidding  lifted 
prices  above  the  low  presale 
estimates— and  sometimes 
above  the  high  estimates. 
Christie's  and  Sotheby's  sold 
$202  million  worth  of  art,  the 
best  totals  for  these  bell- 
wether auctions  since  1990. 

Compared  with  the  white- 
hot  stock  market,  the  art 
world  is  temperate  at  best. 
Prices  generally  ai-e  at  1988 
levels.  Says  Christopher  J. 
Burge,  CEO  of  Christie's  in 
the  Americas:  "We're  not 
rocketing  upwards."  But  that 
makes  it  a  hospitable  place 
for  buyers  willing  to  accept 
the  slow,  steady  growth  fore- 
cast for  1994.  Impressionist 
and  Modei'n  art  shows  the 
brightest  near-term  promise. 
PICASSO  POWER.  The  whole 
market,  tiiough,  has  been 
buoyed  by  auctions.  Both 
houses  say  the  stock  mar- 
ket's strength  and  low  inter- 
est rates  are  spawning  new 
buyers.  Says  Brooks:  "We've 
had  more  new  collectors  this 
year  than  we've  had  in  the 
last  five  years."  Another 
good  sign:  Dealei-s  are  buy- 
ing, suggesting  tnat  they  have  whittled 
down  the  massive  inventories  they  have 
held  since  the  market  tanked. 

Fittingly,  Pica.sso,  who  aiier  all  revo- 
lutionized 20th  century  art,  g<  ts  a  lot  of 
credit  for  changing  the  market's  mind- 
set. On  Nov.  4,  Sotheby's  put  a  collection 
of  88  Picassos  on  the  block— horrilying 
many,  who  feared  that  .so  many  works 
by  one  artist  couldn't  be  absorbed  at 


one  time.  All  88  sold,  fetching  $32  mil- 
lion and  topping  the  high  presale  esti- 
mate of  $31  million.  "Because  of  that, 
confidence  really  came  back,"  says  New 
York  dealer  James  Goodman.  "People 
aren't  as  worried  that  prices  will  drop, 
so  they're  willing  to  buy." 

Before  you  join  them,  though,  remem- 
ber the  caveats  of  the  art  market:  Buy 


because  you  love  something,  not  to  spec- 
ulate. Know  what  you're  purchasing, 
and  buy  the  best  you  can  afford.  If  you 
need  liquidity,  don't  buy  art.  All  but  the 
best  works  can  be  hard  to  sell  when 
the  market  isn't  booming.  In  today's 
market,  one  clear,  across-the-board  trend 
is  that  collectors,  not  investors,  predom- 
inate. "Buyers  are  more  serious  about 
the  quality  of  paintings,"  Brooks  says. 


"You  can  see  that  iii  the  real  strength 
works  on  paper,  which  are  bought 
real  collectors."  And  they  often  pun 
"flippers,"  who  try  to  realize  gains  qui 
ly,  by  spurning  works  publicly,  mak: 
them  even  more  difficult  to  sell. 

With  the  market  consolidating  gai 
Burge  says  it's  too  early  to  predict  w! 
categories  will  grow  fastest.  But  know 
who's  buying  offers  clu 
U.  S.  buyers,  many  new 
art,  dominate— which  he 
explain  the  popularity  of 
pressionist  and  Modern  ({ 
World  War  II,  20th  centu 
art.  it's  easily  accessible 
art  historically  secure. 

It's  also  available  at  m: 
price  levels.  At  New  Yoi 
Jan  Krugier  Gallery,  pri 
begin  at  $150,000  for 
casso  drawing  and  rise 
$23  million  for  a  painting 
his  sister.  DeiLV  Enfants 
sis  is  tagged  at  $4  mill 
Goodman  is  offering  a  sr 
painting  by  Miro,  the 
ject  of  a  huge  show  at  ^ 
York's  Museum  of  Mod 
Art,  for  $400,000.  ELsewb 
$30,000  might  get  you  a 
tisse  drawing,  .say,  or  pa 
ing  l)y  a  lesser  Impressioi 
OLDIES.  For  now,  no 
seems  worried  by  the 
number  of  paintings  the 
anese  bought  in  the 
which  might  flood  the  r 
ket,  given  the  economic  v 
of  many  Japanese  tycoi 
Sources  say  some  $500 
lion  of  this  art  is  sittinj 
the  vaults  of  Japanese  hi 
that  repossessed  it.  The 
holding  on  to  most  of  it, 
ing  for  prices  to  reV)ound. 

Contemporaiy  art  hasn't  quite  cat 
up  with  Impressionist  and  Modern  s 
although  some  prices  are  improvii 
bit.  Experts  say  they  won't  really  s 
to  rise  unless  and  until  auctioneers 
good  sales  next  spring.  So  far,  the  i 
ket  is  most  solid  for  what  Diane  ll 
right,  Christie's  contemporary  exr 
calls  "the  classic  golden  oldies"— Wi ' 
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Kooning,  Jackson 
lock,  and  the  Ab- 
aci Expressionists. 
J  verdict  on  more  re- 
t  artists,  the  "young 
sters"  like  Julian 
inabel,  isn't  in.  It's 
t  to  buy  their  clas- 
images. 

!'he  market  is  slow 
steady  for  tradition- 
American  art,  such  as 
Hudson  River 
ool.    Old  Masters 
e  a  wider  following 
Europe   than  the 
).,  and  the  market  is  mixed:  Italy's 
ibles  have  prompted  its  buyers  to 
back,  yet  their  steady  buying  last 
r  kept  prices  firm.  Latin  American 
isn't  as  robust  as  it  was  two  years 
either,  but  it's  better  than  it  was  in 
i'!:  Although  collectors  in  many  South 
I  jrican  countries  iiave  retreated,  Mex- 
s  still  are  in  the  market  in  big  num- 
i.  The  North  American  Free  Ti-ade 
eement  should  keep  them  there— 
ing  Latin  American  art  a  good  bet. 
1  can  get  a  very  good  painting  for 

00  to  $10,000,"  says  dealer  Mary- 
e  Martin.  "It's  not  a  field  reserved 
lillionaires." 

he  outlook  on  buyers  from  Asia 
s  more  troubled:  Japanese,  Korean, 
Taiwanese  collectors  have  cut  back 
latically.  The  auction  houses  predict 
?urgence  in  Europe  and  Latin  Amer- 
)efore  Asia— even,  Burge  l)elieves, 
the  former  East  bloc. 
|E«RIAL  TREASURES.  Still,  the  vast 
th  that's  accumulating  in  Asia  is 
y  to  set  trends  in  the  art  market 

1  at  some  point.  And  that  suggests 
w  area  for  collectors  with  a  long- 
view:  Chinese  art.  Newly  wealthy 

ese  and  overseas  Chinese  are  start- 
.0  buy  these  paintings,  jade,  porce- 
ceramics,  and  bronze  vessels,  which 
have  been  of  interest  to  a  small 
Der  of  knowledgeable  connoisseurs, 
says  New  York  dealer  James  J. 
,  there's  interest  building  among 
ricans  and  Europeans,  many  with 
eoning  business  ties  to  the  area, 
ready,  prices  are  rising  for  jade, 
cularly  pure  white  jade  and  bright 
1  jadeite  pieces,  Lally  says.  He's 
g  $85,000  for  a  carved  white  jade 
m  bowl,  for  example.  As  the  East 
)ers,  Chinese  art  is  likely  to  experi- 
a  phenomenon  peculiar  to  the  art 
i:  As  pieces  get  more  expensive, 
people  get  interested,  and  prices 
1  up.  That'll  take  time.  Sotheby's 
ks  believes  Chinese  works  "will 
strong  growth  in  the  next  10  years, 
'lot  in  the  next  year  or  so."  And 
se  art  isn't  for  the  uninitiated.  Min- 
'i  firing  flaws  in  porcelain,  for  exam- 
lan  render  a  piece  worthless.  Impe- 


rial pieces— made  for  an  emperor  or  at 
least  for  the  palace— are  the  safest  buys. 

Another  area  with  potential  is  con- 
temporary design:  glass,  ceramics,  fi- 
bers, and  jewelry  that  rise  above  craft. 
Dealers  handling  these  media  are  sprout- 
ing, and  a  few  painting  dealers,  such  as 
Charles  Cowles  and  Max  Pi'otech  in  New 


York,  include  some  of  these  artists  in 
their  stables.  The  auctioneers  have 
mounted  a  few  separate  design  sales, 
too.  Lakeside  Group,  which  holds  a  "new 
art  forms"  fair  in  Chicago,  says  atten- 
dance at  the  Octol)er  show  rose  15%,  to 
18,000. 

Easy  entry  is  the  advantage:  Al- 
though a  Dale  Chihuly  glass  chandelier 
at  Cowles'  gallery  costs  $100,000  to 
$150,000,  you  can  buy  pieces  by  other 
artists  for  $1,000  or  so.  The  disadvan- 
tage: Growing  interest  doesn't  always 
mean  growing  prices.  Photography,  for 
example,  regarded  as  a  boom  area  a 
few  years  back,  hasn't  met  expectations. 

For  the  overall  art  market,  though, 
the  picture  looks  brighter  than  it  has 
in  years.  Sotheby's  stock  is  selling 
around  $15  vs.  a  52- week  low  of  $10.75. 
Christie's  is  going  in  London  for  227 
pence  vs.  a  '93  low  of  144.  It's  not  just 
collectors  who  are  again  buying  into  art. 

Bi/  Judith  H.  Dobr:i/nski  in  New  York 


ROBERT  MNUCHIN 


FROM  EQUITIES 
TO  EXPRESSIONISTS 


To  art  world  regulars,  Robert  E. 
Mnuchin  is  a  familiar  figure.  The 
former  Goldman,  Sachs  &  Co. 
partner— who  pioneered  institutional- 
equity  trading  in  the  1960s  and  re- 
tired as  co-head  of  trading  in  1990,  at 
56— has  been  buying  art  most  of  his 
life.  He  and  his  wife,  Adriana,  started 
out  with  a  Picasso  print  and  ended  up 
with  dozens  of  paintings  by  Rothko, 
Still,  Marden,  Twombly,  and  Johns 
that  are  worth  mil- 
lions. "The  prime 
force  is— I  love  it," 
he  blurts  out  over 
breakfast  in  a  coffee 
shop  on  New  York's 
Upper  East  Side. 

Mnuchin  has  run 
out  of  room  at  home 
for  those  Abstract 
Expressionist  paint- 
ings, but  he  hasn't 
stopped  buying.  The 
"coach,"  as  he  was 
known  at  Goldman, 
is  now  buying  them 
for  others.  Last  Jan- 
uary, he  and  art 
dealer  James  Corco- 
ran opened  C&M 
Arts.  "I  always  had 
a  yen  to  do  it,"  he 
says.  "I  knew  art 
and  the  pricing,  and 
that's  been  con- 
firmed"—C&M  Arts  is 
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turning  a  profit,  though  he  won't  give 
numbers. 

Mnuchin  is  also  the  No.  1  investor  in 
a  limited  partnership  he  began  rais- 
ing money  for  a  year  ago,  "when  the 
mood  was  terrible,"  to  invest  in  seven- 
figure  works  by  the  same  artists. 
Again,  Mnuchin  claims  he's  in  the  mon- 
ey: The  fund  "earned  an  attractive  rate 
of  return"  in  1993,  which  he  will  prob- 
ably match  in  '94.  "These  artists  are 
[selling]  at  levels 
that  have  a  signifi- 
cant floor  under- 
neath them,"  he 
says. 

Mnuchin's  third 
new  foray,  the  24- 
room  Mayflower  Inn 
and  conference  cen- 
ter in  Connecticut, 
isn't  yet  in  the 
black.  But  that's  not 
stopping  the  cou- 
ple's art  adventures. 
Adriana,  a  trustee 
of  the  Whitney  Mu- 
seum, now  collects 
photogi-aphs,  partic- 
ularly female  nudes. 
As  for  Mnuchin,  "I 
have  my  fix  hunting 
paintings  for  C&M," 
he  says. 

Bij  Judith  H. 
Dobrzynski  in  New 
York 
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You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpin'"  3X  CD-ROM  readers  are  the  best- 
perfornning  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader.  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache,  SCSI  2 
interface  and  a  full  16-bit  SCSI  card. 


Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO.  Or  for  details  via  fax,  call  NEC  FastFacts'  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM  And 
iyou'll  actually  get  to  have  an  honest  conversation  for  a  change. 
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BREATHING  EASY 

▲  After  insurers 
picked  up  the  tab  for 
asbestos-re/ated  injury 
suits,  F/breboord's 
stock  sicyroclceted 

GOOD  CONNEQIONS 

Cellular  Technical 
Services'  shares  went 
Into  orbit  after  it  made 
deals  with  Sprint  and 
McCaw  Cellular 


WHAT  DO  WORK  BOOTS  AND 
ISTANBUL  HAVE  IN  COMMON? 


Timberland's  footwear  and  Turkey's  fledgling  bourse  are  among  the  year's  hottest  investment 


Mo  queHti/m  about  it:  1993  had  a  lot  of  dra- 
ma, and  it  wasn't  only  from  the  market's 
new  highs  in  December.  Rags  turned  to 
riches,  riches  to  rags.  Oddball  companies 
such  as  Fibreboard  and  Cellular  Technical 
Services  dribbled  along,  mly  to  take  off 
thcaiks  to  some  pivotal  event  stich  as  a  legal 
settlement  or  contract  onnouncemenL  Mean- 
while, companies  such  us  British  transpor- 
tation giant  Tiphmk  arid  a  California  real 
estate  investment  trust  plunged  when  bad 
judgment,  bad  times,  or  both  set  things 
askew.  As  for  the  funds,  some  of  the  top 
performers,  such  as  gold  funds,  were  likely 
one-time  wmders.  Meanwhile,  stodgy  old 
lumber  stole  the  cmnmndities  crounu  Here's 
the  scrx/p: 


stocks; 


BEST  NYSE  STOCK.  Timberland  Co.'s  stur- 
dy work  boots  and  clothes  have  always 
Ijeen  fashionable  with  outdoorsy  types. 


But  a  sudden  swing  in  footwear  fashion, 
away  from  athletic  shoes  to  the  rugged 
look,  has  sent  the  now  trendy  boot- 
maker's fortunes  soaring  and  its  stock 
up  280%.  Timberland  stock  started  the 
year  at  W/j,  well  above  the  minimum  $5 
a  share  benchmark  for  business  week's 
be.st  and  worst  awards.  Net  earnings 
surged  by  an  estimated  78%,  to  $23  mil- 
lion, on  a  47%  sales  jump,  to  $427  mil- 
lion. Next  year,  analyst  Steven  B.  Fran- 
kel  of  Adams,  Harkness  &  Hill  Inc.  in 
Boston,  sees  a  60%  leap  in  profits. 

The  Hampton  (N.  H.)  company,  con- 
trolled by  the  Swartz  family,  was 
plagued  by  erratic  customer  service  and 
high  costs  until  new  Chief  Operating 
Officer  Jeffrey  B.  Swartz,  33,  cut  costs— 
and  prices— while  improving  deliveries 
and  giving  marketing  a  good  swift  boot. 

WORST  NYSE  STOCK.  Tiphmk  plc  is  a  high- 
flying container-leasing  and  transport- 


rental  company  that  grew  too  fast 
caught  in  the  global  recession, 
crashed  with  a  bang,  its  stock  falling 
Despite  these  woes,  Tiphook's  p 
statements  were  upbeat.  It  issued 
three  times  early  this  year.  But  soc 
ter  that,  it  announced  a  pretax  lo 
$33  million  on  sales  of  $490  millio  ifa 
the  year  ended  Mar.  31.  The  com 
blamed  the  losses  on  interest 
swaps  and  foreign  exchange  hedg< 
may  also  have  to  sell  its  vital  cont 
division,  and  it  faces  insider-tradir  ic 
legations  and  shareholder  lawsuiti 

BEST  AMEX  STOCK.  When  John  D.  I  » 
took  over  as  chief  executive  of  1,  fc 
board  Corp.  in  1991  after  a  shareh 
revolt  ousted  the  previous  manage)  j 
the  wood-products  company  se  t 
headed  for  the  buzz  saw.  It  was  pis  t; 
by  weak  operations  and  Ijillions  of  d  tt. 
of  asbestos-related  suits.  Roach  axe 
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CRUISING  OVERSEAS 

M  Bond-fund  manager 
Simon  Nocera  scored 
by  focusing  on  debt  in 
countries  making  big 
financial  reforms 


LUMBER'S  WILD  RIDE 

▼  Wood  prices  sank 
early— then  soared, 
thanks  to  low  rates, 
warm  weather,  and  an 
improving  economy 


A  WORKING  OUTFIT 

►  Timberland's  duds 
are  suddenly  trendy, 
and  the  company's 
earnings  are  mega- 
trending  upward 


whittled  staff,  and  spruced  up 
?ement.  But  investors  stayed  wary 
last  August,  when  Fibreboard  set- 
vith  its  insurers.  They  agreed  to 
!3  billion  in  claims  filed  by  some 
'to  people  allegedly  injured  by  asbes- 
roducts  Fibreboard  made  decades 
jfting  that  burden  freed  the  imder- 
value  of  Roach's  turnaround,  and 
ock  jumped  358%. 

T  AMEX  STOCK.  Investors  in  An- 
Participating  Mortgage  Trust  had  a 
year.  The  real  estate  investment 
-which  held  mortgages  on  three 
centers— stopped  paying  dividends 
its  debt-laden  parent,  Angeles 
which  owned  the  outlets,  default- 
the  mortgages  in  February.  An- 
Corp.  is  now  mired  in  bankruptcy 
idings.  But  this  may  not  be  the 
E  the  Angeles  Trust:  A  company 
5Woman  says  it  is  liquidating,  yet 
ate  group  is  buying  up  shares.  In 
larket,  even  sickly  REITs  may  get 
nd  chance. 

iTC  STOCK.  No  matter  that  Cellular 
cal  Services  Co.  has  been  losing 
for  years.  When  news  broke  this 
it  the  obscure  telecommunications 

^  ny  had  pending  contracts  with  gi- 
print  Corp.  and  McCaw  Cellular 

i.unications  Inc.,  CTSC  went  into  or- 

laring  395%. 

' :  makes  software  that  collects  real- 


time data  on  customer  usage  for  cellular 
companies,  a  vast  improvement  over  cot- 
rent  systems.  The  losses  stem  fi-om  con- 
verting the  research  and  development 
company  into  a  strong  marketer,  says 
Chief  Financial  Officer  Michael  E. 
McConnell.  CTSC  should  make  money  in 
'94,  claims  Seth  Margoshus,  an  analyst  at 
Whales  Securities  Co.— which  underwrote 
the  company's  1991  initial  public  offer- 
ing. Margoshus  sees  CTSC  as  a  pivotal 
tollbooth  on  the  electronic  highway,  col- 
lecting regular  fees  from  some  200  mil- 
lion wireless  subscribers  by  the  year 
2000.  But  McConnell  isn't  making  any 
predictions  until  contracts  are  finalized. 

WORST  OTC  STOCK.  S.  K.  Technologies 
Corp.  stock  barely  squeaked  by  with  its 
NASDAQ  listing— it  usually  delists  stocks 
trading  below  $1— after  slipping  93%. 
The  Boca  Raton  (Fla.)  maker  of  cash- 
register  software  systems  was  in  "very 
deep  financial  trouble"  when  CEO  Calvin 
S.  Shoemaker  took  over  in  May.  He  says 
the  software  "had  more  bugs  than  it 
should  have."  Shoemaker  now  claims  to 
have  stabilized  the  company  and  extenni- 
nated  the  bugs. 

BEST  STOCK  GROUP.  Is  gold-mining  finally 
panning  out?  It  led  the  industry  pack 
with  a  rise  of  66.6%,  according  to  Stan- 
dard &  Poor's  Corp.  Last  summer's  run- 
up to  more  than  $400  an  ounce  looked 
like  a  brief  love  affair  when  the  metal 


slunk  back  to  about  $340  by  fall.  But 
prices  have  revived  to  range  from  $360 
to  $388  an  ounce.  Analysts  attribute 
this  to  an  improved  balance  between 
supply  and  demand  (page  131).  Investors 
dazzled  by  gold's  showing  should  realize 
that  gold  stocks  are  much  more  volatile 
than  the  metal  itself.  That's  because 
any  price  rise  above  production  costs 
is  pure  profit  to  miners.  Stocks  also 
presage  a  fall  in  the  metal,  a  little  like 
the  canary  in  the  mine. 

WORST  STOCK  GROUP.  President  Clinton's 
health-care  plan  has  clearly  made  the 
health  sector  ill.  The  prospect  of  pro- 
longed political  debate  has  paralyzed  it 
like-to  steal  T.  S.  Eliot's  phrase— "a  pa- 
tient etherized  upon  a  table."  Nursing 
homes  and  drug  companies  led  the  losers 
in  the  Standard  &  Poor's  500-stock  index. 
Medical-technology  companies  were  the 
worst  laggards  according  to  Bridge  Infor- 
mation Systems  Inc.  Doctors  on  a  budget 
are  sure  to  forgo  pricey  gadgets.  Pre- 
scription drugmakers  also  face  a  bleak 
prognosis.  But  some  issues  are  healthier. 
Analysts  say  niu-sing  homes  could  repre- 
sent a  salutary  buying  opportunity  since 
more  people  are  living  longer. 


BEST  EQUITIES  FUND  MANAGER.  Caesar 
M.  P.  Brya7i  had  the  golden  touch  in 
1993.  His  concentrated  play  in  South 


'  r  AND  WORST 
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TURKISH  DELIGHT 

A  Istanbul's  bourse  is  the 
world's  hottest 
overseas  marJcef— and 
there's  still  plenty  of 
room  for  growth 


THE  DEALER  WINS 

M  Onetime  blackjack 
ace  Thomas  Shanks 
made  some  smart  bets 
on  commodities  in 
London,  Paris,  Sydney, 
and  Singapore 


African  gokl  mines  caused  his  $47  mil- 
lion Lexington  Strategic  Investments 
to  jump  235%.  Ciold's  buoyancy  was  cru- 
cial, l)ut  he  says  it  helped  to  snap  up 
smaller  and  less  cost-efficient  mines  foi-- 
saken  during  the  bear  market,  at  fire- 
sale  prices.  But  this  is  one  volatile  fund. 
Not  only  is  it  concentrated  in  a  single 
country,  but  50%  of  fund  assets  are  in 
the  top  five  holdings.  Investors  who 
are  willing  to  play  high  stakes  have  to 
take  the  bad  with  the  good.  Says  Cae- 
sar: "A  lot  of  the  great  return  for  this 
year  was  a  mirror  image  of  the  hear 
market  in  '92." 

BEST  BOND  FUND  MANAGER.  Simon  Noce- 
ras  $!)4  million  G.T.  Global  High  In- 
come A  fund  soared  93%  by  investing  in 
emerging-market  debt.  Emerging  mar- 
kets are  hot  this  year,  but  not  just  any 
one  will  do.  "There's  so  much  euphoria 
about  emerging  markets,  the  more  ex- 
otic you  can  l)e,  the  better,"  says  No- 
cera,  "but  that's  the  wrong  attitude." 

What's  most  im])ortant,  he  says,  is 
the  fundamentals  of  the  individual  coun- 
try. He  closely  examines  factors  such  as 
inflation,  unemployment,  and  govern- 
ment policy  before  buying  only  those 
countries  that  are  clearly  on  the  road  to 
economic  reform.  Some  faves:  Argenti- 
na, Mexico,  Poland,  and  Morocco.  Why 
del)t  and  not  equity?  Nocera  explains 
that  bonds  precede  stocks  in  the  pro- 
cess of  stabilizing  an  economy.  Sounds 


pretty  risky,  but  Nocera  insists  that 
with  at  most  15%  of  assets  in  any  mar- 
ket, "the  volatility  is  minor." 

BEST  COMMODITIES  FUND  MANAGER.  For 

years,  Thomas  Shanks  scraped  by  play- 
ing blackjack.  Tired  of  the  hand-to- 
mouth  existence,  he  flew  to  Chicago 
and  signed  up  as  a  trainee  with  legen- 
dary commodities  trader  Richard  Den- 
nis, whose  technique  focuses  on  mar- 
ket timing  according  to  price  signals. 

In  1993,  it  paid  off— in  spades. 
Shanks's  Chicago-based  Hawksl)ill  Cap- 
ital Management  earned  a  103%  return 
on  the  $106  million  it  manages  for  25 
different  accounts.  Last  year.  Shanks 
invested  mostly  overseas,  making  mon- 
ey on  foreign  interest-rate  futures  con- 
tracts in  London,  Paris,  Sydney,  and 
Singapore.  Still,  Shanks  knows  he  may 
not  be  able  to  do  it  again.  He  is  wary 
of  "the  hubris  that  the  markets  love  to 
slap  down." 


MARKETS 


BEST  OVERSEAS  MARKET.  The  Istanlail 
Stock  Market  is  no  turkey.  It  reigns  as 
this  yeai-'s  hottest  emerging-markets  play, 
up  some  80%  in  dollar  terms.  Istanbul  is 
much  larger  than  most  bourses  in  Asia 
and  Latin  America,  and  it  lists  160  stocks 
with  a  market  cap  of  $35  billion.  And 
with  daily  trading  at  about  $90  million, 
it's  more  liquid  than  most  markets. 


Will  the  feast  last?  "We're  loo  I 
for  10%  growth  in  corporate  profi 
1994,  which  is  down  from  S5% 
year,"  says  Emre  Yigit,  head  <>' 
search  at  Istanbul's  largest  broker, 
bal  Securities.  But  he  says  that 
the  economy  growing  and  stocks  at 
seven  times  estimated  1994  earn 
there's  lots  of  room  on  the  upside. 

BEST  COMMODITIES  MARKET.  Wha 

spotted  owls,  low  interest  rates,  a  i: 
ing  economy,  and  warm  weather  ha 
common?  They  made  lumber  one 
commodity,  with  prices  up  more 
50%  after  a  roller-coaster  year. 

Envir'onmental  concerns  such  iis  a 
paign  to  reduce  logging  to  save  the  n 
ern  spotted  owl  and  low  demand  <! 
inventories  to  near-record  lows  and 
es  down  to  $284.70  per  thousand  1" 
feet.  But  then  housing  starts  perke( 
and  lumber  prices  peaked  at  $493." 
the  spring.  "Wholesalers  were  in  a  1 
to-mouth  supply  situation.  We  had  i 
panic  buying,"  says  William  B.  0 
futures  strategist  for  Merrill  Lynch 
ital  Partners.  Pi-ices  fell  in  June  but 
as  the  economy  recovered  and  warm, 
weather  extended  the  building  se;'^ 
Prices  hit  $461  before  settling  near 
Prices  may  rebound  again  if  rates 
low  and  environmentalists  active.  ; 

By  Pam  Black  in  New  York,  '< 
David  Greising  in  Chicago  and  br 
reportH 
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1993'S  BEST  ANI^ 


The  First  Prolinea 

Managed  To 
Add  Features  And 
Subtract  Costs. 


T    ast  year,  when  we  introduced  the  Compaq  Introducing  the  complete  ProLinea  family,  wit|^ 

I     ProLinea,  we  turned  the  entire  industry  upside  model  for  everyone  in  your  business,  from  a  traditic 

U  down  by  setting  a  new  standard  for  affordable  al  desktop  to  a  new  all-in-one  unit,  mini-tower  all'' 

computers.  So  naturally,  after  selling  hundreds  of  a  complete  range  of  multimedia  PCs. 
thousands,  we  decided  to  build  two  more.  The  new  ProLinea  Netl  features  a  sleek  desig 


©\99i  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  Registered  U.S.  Patent  and  Trademark  Office.  ProLinea  is  a  registered  trademark  of  Compaq  Computer  Corporation.  Product  names  mentjonn 
may  be  trademarks  and  / or  registered  trademarks  of  their  respective  companies.  Pentium  and  the  Intel  Inside  logo  arc  registered  trademarks  of  the  Intel  Corporation .  'Estimated  selling  price;  actual  pricing  may  vary 


LIES. 


"Y^J      with  an  integrated  monitor.  But  de- 

n  , 

^i^^^  spite  the  extremely  small  footprint, 
^  it's  anything  but  meek, 

r  starters,  there's  an  integrated  network  inter- 
i  )r  either  Ethernet  or  Token  Ring  environments. 


And  it  comes  with  a  486SX/25 
processor  and  includes  an  extra- 
sharp  14"  SVGA  display. 

The  new  ProLinca  MT,  on 
the  other  hand,  features  a  mini- 
tower design  with  five  slots  and 
five  bays.  It  includes  Local  Bus 
Graphics  and  is  available  in  three 
processors,  Irom  486SX/33  to 
486DX2/66,  and  all  are  upgrade- 
able  to  Pentium  technology. 

While  each  ProLinea  is 
unique,  they  all  share  features 
in  common.  Every  ProLinea  is 
already  loaded  with  MS-DOS  6 
and  MS  Windows.  And  each 
also  includes  TabWorks,  a  new 
software  interface  available  on- 
ly from  Compaq  that  makes 
using  Windows  even  easier. 
(And  you  more  productive.) 

Of  course,  no  matter  how 
many  different  models  we  make, 
each  one  has  to  be  aggressively 
priced  to  continue  the  ProLinea 
tradition.  That's  why  the  ProLinea  Net!  starts  at 
just  n,099,  the  mini-tower  at  *1,449,  and  multi- 
media models  at  just  ^,549.*  All  of  which  is  good 
math  no  matter  how  you  calculate  it.  For  complete 
details,  just  call  1-800-345-1518.  COMPAQ 
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Now 

YO  U     K  N  O  W  WHAT 

G  O  E  S     I  N  T  O 

Every  Investment 

DECISION 

we  Make. 


Experience.  Tears  of  it.  every  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  tc 
the  TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOSl 
OUTSTANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSC 
get  the  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUIT\ 
to  FIXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  year 
and  years  and  years  of  EXPERIENCE. 

A     TIME  -  HONORED     TRADITION     IN     MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 


BOSTON-LONDON'TOKYO 
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EARNINGS  OUTLOOK 


FINDING  GEMS  IN  '94 
WILL  TAKE  A  KEEN  EYE 


'he  experts  say  gains  will  be  spotty.  So  here  are  data  on  some  900  companies  to  aid  your  search 


I  he  stock  market  hit  a  number  of 
record  highs  this  year,  thanks 
mostly  to  strong  earnings  perfor- 
ze.  And  it  looks  as  if  profits  will 
rising  in  1994,  buoyed  by  continued 
3rate  restructurings  and  an  improv- 
3conomy.  "It  will  be  a  good  earn- 
environment,  and  that  is  a  positive 
ir  in  the  equity  market  outlook," 
Richard  D.  Rippe,  chief  economist 
'udential  Securities  Inc.  Rippe  pre- 
that  earnings  will  rise  16%  to  17% 
year.  That  would  compare  with 
s  expected  earnings  gain  (adjusted 
Tite-offs)  for  the  Standard  &  Poor's 
tock  index  of  15%. 
t  some  economists  and  portfolio  an- 
s  are  worried  that  the  market  is 
/alued,  with  increased  speculation. 
3  most  experts  agree  that  1994  will 
good  year  for  the  market,  they 
gains  will  be  spotty,  with  many 
groups  not  participating  in  the  up- 
movement.  "The  upside  potential 
le  overall  market  is  limited,  so  you 
afford  to  make  any  mistakes,"  says 
A.  Johnson,  chief  investment  offi- 
t  First  Albany.  To  help  you  find 
Wnners,  business  week  has  com- 
its  annual  Investment  Outlook 
(board. 

lOTH  IN  STEEL.  The  following  pages 
in  a  wide  array  of  financial  data 
)0  publicly  traded  companies  put 
her  by  Standard  &  Poor's  Compu- 
a  division  of  McGraw-Hill  Inc.  The 
board  is  divided  into  24  industries, 
aerospace  to  utilities.  To  make 
evaluations  easier,  it  provides  his- 
J  data  and  investment  ratios,  such 
vidend  yield  and  book  value  per 

3  Scoreboard  also  helps  investors 
the  performance  of  individual 
3  and  stock  groups  using  l/B/E/S 
i  unit  of  Citicorp  that  surveys  the 
:ins  of  2,500  securities  analysts  and 
les  annual  earnings  forecasts  for 
company.  They  predict  a  26%  eam- 
ticrease  in  1994  vs.  1993's  29%.  An- 
say  the  steel  industry  is  likely  to 
the  biggest  eaniings  improvement, 
iggest  disappointments,  according 
survey,  could  come  in  the  printing 
advertising  industry  group. 


Since  many  investors  are  interested  in 
specific  company  information,  BUSINESS 
WEEK  has  sifted  through  piles  of  statis- 
tics to  select  stocks  that  satisfy  the  re- 
quirements of  six  popular  investment 
strategies  (tables,  page  144).  One  key 
approach:  Target  companies  most  likely 
to  have  big  increases  in  earnings  per 
share. 

For  the  900  companies,  the  largest 
profit  increase  in  1994— 517%— is  fore- 
cast for  Lafarge  Corp.,  a  Virginia-based 
construction-materials  company  that  is 
benefiting  from  rising  cement  prices.  It's 
a  good  idea  for  investors  to  peek  be- 


hind the  per-share  gains  because  the 
number  of  outstanding  shares  for  any 
given  company  can  change  fi-om  quarter 
to  quarter. 

High  yields  are  another  useful  mea- 
sure. But  investors  should  be  careful 
because  yield,  which  measures  the  divi- 
dend as  a  percent  of  the  stock  price, 
can  be  deceptively  high  if  a  company's 
share  price  has  fallen  dramatically.  In- 
vestors should  also  be  aware  of  other 
quirks.  For  instance,  Manville  Corp.,  a 
Denver-based  holding  company,  is  ex- 
pected to  show  the  highest  yield  in  1993. 
But  that's  based  on  a  special  dividend, 


WHAT  THE  ANALYSTS  EXPECT: 
INDUSTRYGROUP  WINNERS  AND  LOSERS 


1993'S  STRONGEST... 


1994'S  STRONGEST.. 


Earnings  change 
from  1992 


Earnings  change 
from  1993 


APPLIANCES 

155% 

STEEL 

844% 

CONGLOMERATES 

130 

PAPER  CONTAINERS 

406 

SEMICONDUCTORS 

110 

CARS  &  TRUCKS 

256 

TEXTILES 

100 

FOREST  PRODUCTS 

171 

TELECOMMUNICATIONS  SERVICES 

94 

MISCELLANEOUS  LEISURE 

122 

OIL  &  GAS 

86 

PAPER 

109 

AUTO  PARTS  &  EQUIPMENT 

80 

COAL 

61 

APPAREL 

79 

EATING  PLACES 

58 

SPECIAL  MACHINERY 

75 

NONFERROUS  METALS 

55 

INSTRUMENTS 

73 

SPECIAL  MACHINERY 

49 

...AND  WEAKEST 

1 

I           ...AND  WEAKEST 

SAVINGS  &  LOANS 

-88% 

PRINTING  &  ADVERTISING 

2% 

PAPER  CONTAINERS 

-79 

ELECTRIC  UTILITIES 

3 

COAL 

-35 

BANKS— MIDWEST 

7 

MISCELLANEOUS  LEISURE 

-33 

TELEPHONE  COMPANIES 

8 

TOBACCO 

-22 

DRUGS  &  RESEARCH 

10 

RETAILING 

-11 

FINANCIAL  SERVICES 

10 

AEROSPACE  &  DEFENSE 

-11 

GAS  UTILITIES 

12 

GLASS  CONTAINERS 

-10 

BANKS— SOUTH  &  SOUTHEAST 

12 

CHEMICALS 

-4 

BANKS— EAST 

12 

PERSONAL  CARE 

-3 

CONSTRUCTION  &  ENGINEERING 

12 

Because  of  actual  or  estimated  losses  in  1 992,  1 993,  or  1 994,  earnings  gains  or  losses  cannot  be  meaningfully  calculated 
on  0  percentage  basis  for  airlines,  aluminum  producers,  auto  makers,  computer  manufacturers,  forest  products  companies, 
non  ferrous  mejal  manufadurers,  and  steelmakers  DATA:  l/B/E/S  INC,  STANDARD  &  POOR'S  COMPUSTAT 
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and  Manville's  dividend  policy  in  1994 
is  unclear. 

Stockpickers  sometimes  find  great 
deals  in  stocks  selling  way  below  their 
per-share  book  value— the  difference  be- 
tween assets  and  liabilities  divided  by 
the  number  of  shares  outstanding.  But 
it's  important  to  determine  whether  or 
not  these  companies  are  merely  over- 
looked or  are  in  serious  financial  trouble. 
For  example,  Glendale  Federal  Bank 
tops  the  list,  but  the  California-based 

thrift  is  beset  by  a  slew  of  bad  loans. 

Price-earnings  ratios  can  be  another 
helpful  tool  when  searching  for  places  to' 
invest.  A  low  p-e  multiple  might  signify 
that  a  company  is  struggling  with  short- 
term  bad  news  and  could  reward  pa- 
tient investors  when  the  trouble  passes. 
But  it's  not  so  easy  to  pinpoint  which 
companies  may  actually  turn  the  cor- 
ner. America  West  Airlines  Inc.  is  ex- 
pected to  have  the  lowest  p-e  ratio  next 
year.  But  the  company  is  in  Chapter  11. 

Analysts  say  that  although  the  airlii 
performance  has  improved  greatly, 
stock  is  risky  because  the  shares 
likely  to  be  v/orthless  when  the  comp 
reorganizes. 

The  Scoreboard  offers  basic  gui 
lines  to  help  investors,  but  that's  onl 
starting  point.  After  that,  smart  st< 
pickers  will  need  to  dig  deeper- 
hope  for  a  bit  of  luck. 

By  Lori  Bmigiomo,  ivith  Frederic] 
Jespersen,  in  Neiv  York 

1                   A  MENU  OF  INVESTMENT  OPPORTUNITIES  ^ 

But  be  careful.  Though  the  numbers  below  may  seem  enticing,  unusually  high  or  low  percentages  may  be  a  sign  of  trouble. 


HIGH  HOPES  FOR  1 
EARNINGS  PER  SHARE  | 

1        STOCKS  SELLING 
1  WAY  BELOW  BOOK  VALUE 

Looking  at  the  bottom  line?  These 
companies'  earnings  are  forecast  to  move 
smartly  in  1994. 

Percent  change  1993-94 

Bargain  hunters  take  note.  The  stock 
price  of  these  companies  as  a  percentage 
of  book  is  at  the  bottom. 

Percent 

LAFARGE 

517% 

GLENDALE  FEDERAL  BANK 

32% 

ADVO 

381 

CALIFORNIA  FEDERAL  BANK 

35 

OCCIDENTAL  PETROLEUM 

350 

CROWN  CENTRAL  PETROLEUM 

43 

CROWN  CENTRAL  PETROLEUM 

326 

GM  HUGHES  ELECTRONICS 

46 

GEON 

320 

SEQUA 

50 

CNA  FINANCIAL 

319 

IMO  INDUSTRIES 

54 

GEORGIA-PACIFIC 

315 

ACTAVA  GROUP 

57 

RAYCHEM 

305 

ASARCO 

61 

LYONDELL  PETROCHEMICAL 

300 

COAST  SAVINGS  FINANCIAL 

62 

RIVERWOOD  INTERNATIONAL 

284 

OSHKOSH  TRUCK 

64 

TRAVELERS 

264 

FIGGIE  INTERNATIONAL 

65 

PERKIN-ELMER 

256 

INTERGRAPH 

67 

STOCKS  THE  INSTITUTIONS 
RARELY  HOLD 


Unpopular — or  just  overlooked?  Either  way,  if 
the  institutions  suddenly  take  notice,  prices 
could  rise. 

Number  of 
Percent  of  shares  institutions 
held  by  institutions  holding 


THE  LOWEST  PRICE- 
EARNINGS  RAnos 


Prices  of  these  stocks  compared 
with  1994  forecast  for  earnings 
per  share  suggest  unrecognized 
values.  Negative  earnings-per- 
share  estimates  excluded. 

Ratio 


CONTINENTAL  AIRLINES 

0.1% 

7 

AMERICA  WEST  AIRLINES 

0.7 

MARRIOn  INTERNATIONAL 

1 

9 

ALLIANT  TECHSYSTEMS 

5.5 

AT&T  CAPITAL 

2 

14 

ADVANCED  MICRO  DEVICES 

6.3 

AMERICA  WEST  AIRLINES 

2 

15 

FIRST  AMERICAN  FINANCIAL 

6.4 

FOOD  LION 

4 

65 

MIDLANTIC 

6.7 

U.S.  HOME 

5 

19 

HOOK-SUPERX 

6.8 

FOXMEYER 

7 

31 

FLEET  MORTGAGE  GROUP 

6.8 

VIACOM 

7 

116 

CONTINENTAL  BANK 

6.9 

ARCO  CHEMICAL 

8 

96 

BANK  OF  BOSTON 

6.9 

KAISER  ALUMINUM 

9 

27 

MICRON  TECHNOLOGY 

7.0 

SPIEGEL 

9 

65 

BEAR  STEARNS 

7.1 

MITCHELL  ENERGY  &  DEVELOP. 

9 

74 

STANDARD  FEDERAL  BANK 

7.3 

AVERAGE  OF  900  COMPANIES 

56% 

276 

DATA:  AS  OF  NOV  30,  l/B/E/S,  STANDARD  &  POOR'S  COMPUSTAT 


COMPANIES  WITH 
THE  HIGHEST  YIELD 


If  the  goal  is  income,  these  companies  pay 
among  the  highest  annual  dividends  as  a 
percentage  of  stock  price. 

Percent 


MANVILLE 


12.6% 


CENTERIOR  ENERGY 


11.3 


OKLAHOMA  GAS  &  ELECTRIC 


7.7 


NORTHEAST  UTILITIES 


7.5 


LONG  ISLAND  LIGHTING 


7.5 


NEW  YORK  STATE  ELEGRIC  &  GAS 


7.3 


FREEPORT-McMORAN 


7.3 


TEXAS  UTILITIES 


7.2 


SCECORP 


7.0 


OHIO  EDISON 


6.7 


PUBLIC  SERVICE  CO.  OF  COLORADO  6.7 


FPL  GROUP 


6.7 


FORECASTERS  AGREE  LEAST 
ABOUT  THESE  COMPANIES 


Uncertainty  could  spell  opportunity.  The  1994 
earnings-per-share  estimates  are  all  over  the 
lot  for  these  stocks.  Example:  Estimates  for 
Champion  International  range  from  a  profit  of 
49C  to  a  loss  of  53C. 

Consensus  for  1 994  Variation 
Cents  per  share    in  forecasts 


CHAMPION  INTERNATIONAL  -2 


2,550% 


TIME  WARNER 


-1 


2,400 


ASARCO 


-12 


1,383 


AMDAHL 


950 


MAXTOR 


IMC  FERTILIZER  GROUP 


16 


556 


DATA  GENERAL 


12 


442 


FLAGSTAR 


372 


KAISER  ALUMINUM 


-26 


285 


ZENITH  ELEGRONICS 


-50 


282 


DELTA  AIR  LINES 


81 


267 


McCAW  CELLULAR  COMMUNS.  30 


217  * 
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1994 


SSARY 

lumber  of  the  month  in  which  company's 
year  ends. 

:  vatue  per  share:  Sum  of  common 
at  nominal  balance-sheet  value,  capital 
IS,  and  retained  earnings  as  shown  in 
any  accounts,  divided  by  number  of 
s  outstanding. 

Btio:  Nov.  30  stock  price  divided  by 

3ted  1 993  earnings. 

lend  rate:  Indicated  annual  payment 

lased  on  latest  quarterly  dividend  plus 

jcurring  extra  or  special  yearend 

snds. 

:  Indicated  annual  dividend  as  a 
nt  of  Nov.  30  stock  price. 


Shares  outstanding:  Millions  of  common 
shares  outstanding  as  of  company's  latest 
available  financial  report,  excluding  treasury 
shares. 

Market  value:  Percentage  change  in  total 
market  value  of  the  company's  most  widely 
held  common-stock  issue  since  Jan.  1 ,  1 993. 
Institutional  holdings:  Percentage  of 
outstanding  common  shares  held  by  banks, 
insurance  and  investment  companies, 
colleges,  and  pension  funds,  and  the  number 
of  such  institutions. 

Turnover:  Percentage  of  outstanding  shares 
changing  hands  in  1 993. 
Earnings  per  share:  Primary  earnings  per 
share— net  income  (including  proceeds  from 
certain  convertible  securities,  warrants,  and 


options  that  are  common-stock  equivalents, 
but  excluding  extraordinary  profit  or  loss 
items)  divided  by  number  of  common  and 
common-equivalent  shares. 

Earnings  per  share  estimates:  Analysts' 
consensus  estimates  for  1 993  and  1 994 
compiled  by  l/B/E/S  Inc.,  New  York,  N.Y. 
I/B/E/S  is  a  registered  trademark  of  l/B/E/S 
Inc.  Trend  estimate,  based  on  pattern  of  past 
five  years,  compiled  by  Standard  &  Poor's 
Compustat. 

Variation:  The  percentage  by  which  two- 
thirds  of  the  1 994  earnings  estimates 
are  above  or  below  the  average  estimate. 
The  lower  this  figure  is,  the  more  analysts 
agree  on  their  estimates. 
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3.18 

1.80* 

2.12 

3.46  , 

Dexter 

12 

23 

13 

16 

0.88 

3.79 

24  3 

-10 

77 

1 1 1 

40.0 

1.58 

1.41 

1.45 

1.61  It 

Dow  Chemical 

12 

58 

30 

26 

2.60 

4.47 

274.1 

2 

54 

747 

46.2 

0.99 

2.20 

0.95 

2.94 
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INVESTMENT  SCORE 


EARNINGS  PER  SHARE 


1994  ESTIMATES 

1993   


BOOK 

PE 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

l/B/E/S 

VARIA- 

IDAMV 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5  YEAR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS, 

% 

NUMBER 

/o 

ACTUAL 

EST 

TREND 

SENSUS 

% 

ont 

12 

48 

16 

19 

1  76 

3,69 

677,2 

2 

41 

830 

29,5 

1,43 

2,57 

1,71 

3.27 

5  8 

ilhord 

12 

24 

7 

22 

0.44 

1,83 

96,1 

2 

53 

233 

38,9 

1,00 

1,10 

1,23 

1.38 

5.8 

1 

12 

18 

6 

19 

0  60 

3,31 

1  18,4 

-37 

48 

J  1  4 

41.1 

2,27 

0,96 

1.29 

1.18 

5.9 

3 

12 

31 

1 1 

17 

0.54 

1  76 

29,1 

14 

I  /  0 

91,3 

1,90 

1,81 

0.73 

2.10 

2.9 

port-McMoRan 

12 

17 

1 

NM 

1.25 

7,30 

141,0 

-1 

60 

240 

42,6 

1,17 

-0-27 

NA 

0.51 

60.8 

•r(H.B.) 

1 1 

33 

19 

16 

0.56 

1,68 

13,9 

-17 

54 

1  13 

122,6 

2,55 

2,12 

2.75 

2.46 

4,9 

n 

12 

23 

9 

78 

050 

2,15 

26,3 

NA 

Jo 

4U 

NA 

-0,92 

0,30 

NA 

1.26 

27,0 

rgia  Guif 

12 

21 

-3 

21 

0.00 

0,00 

40.6 

-5 

104,5 

1,18 

1,02 

0.55 

1.50 

12,7 

drich  (B.  F.) 

12 

44 

29 

51 

2.20 

5,04 

25.7 

-1  1 

87 

225 

71,2 

-0.69 

0.86 

0.58 

2.43 

18,9 

:e  (W.  R.) 

12 

39 

13 

15 

1.40 

3,59 

93.3 

1 

75 

340 

58,4 

0,88 

2  57 

1.57 

3.03 

3,3 

It  Lakes  Chemical 

12 

75 

17 

19 

0.36 

0,48 

71.2 

7 

■7-7 

40  J 

58,9 

3,27 

3,83 

4.49 

4.47 

2,7 

na  (M.  A.) 

12 

31 

18 

22 

0.75 

2,43 

23.6 

8 

85 

1  3  1 

48,8 

1.37 

1,39 

1.01 

1.69 

4.1 

ules 

12 

107 

35 

24 

2.24 

2.09 

41.7 

62 

83 

358 

70,6 

3.69 

4.51 

4.17 

5.26 

3.8 

Fertilizer  Group 

06 

38 

17 

NM 

0.00 

0.00 

22.1 

-10 

94 

144 

127,3 

4.12 

-5.44* 

NA 

0,16 

556.3 

Flavors  &  Fragrances 

12 

110 

25 

21 

3.00 

2.74 

37.7 

-1 

oU 

A'>  A 
4o4 

38,8 

4,59 

5,32 

5.67 

5.92 

1.4 

te 

12 

38 

10 

19 

0.80 

2,13 

35.4 

-19 

1  00 

36,1 

1,99 

1,97 

2,42 

2,16 

1,9 

izol 

12 

32 

1  1 

18 

0.88 

2,75 

67,2 

15 

68 

315 

67,9 

181 

1,75 

1,94 

2.13 

4,2 

idell  Petrochemical 

12 

20 

-1 

91 

0.90 

4,47 

80,0 

-18 

37 

130 

45,5 

0,32 

0,22 

0,10 

0,88 

42.0 

santo 

12 

68 

26 

18 

2.32 

3.41 

1 18,7 

16 

73 

603 

64.0 

-1,01 

3.77 

2,96 

4,59 

7,0 

ron  International 

06 

93 

25 

36 

1.12 

1.20 

48,9 

54 

69 

405 

68.3 

2,95 

2.57* 

2.98 

4,28 

3,7 

o  Chemical 

12 

37 

8 

19 

0.90 

2.41 

68.9 

6 

66 

337 

48.7 

1.90 

1,94 

2  17 

2,14 

3,3 

12 

45 

36 

28 

2,20 

4.89 

19.1 

-1 

58 

136 

37.5 

2,17 

1  58 

1,33 

2,24 

7,1 

.air 

12 

16 

5 

15 

0.25 

1.55 

133.9 

-2 

67 

298 

72  2 

0,64 

1  05 

NA 

1,22 

5,7 

n  &  Haas 

12 

54 

19 

21 

1 .40 

2.57 

67.6 

2 

72 

280 

36.7 

2,53 

2  65 

2,35 

3,18 

6,0 

Iman  (A.) 

08 

29 

10 

22 

0.32 

1.12 

29.9 

0 

64 

147 

78.6 

1,48 

1  30* 

1  64 

1,53 

4,6 

1  Industries 

12 

6 

4 

18 

0.08 

1.45 

69.3 

16 

23 

53 

19.9 

0.15 

0,31 

0,17 

0,50 

8.0 

n  Carbide 

12 

21 

10 

22 

0.75 

3.59 

151.6 

43 

55 

333 

104.9 

0.76 

0,97 

0,50 

1,33 

18.0 

man 

12 

18 

16 

12 

0.20 

1.13 

32.7 

-17 

87 

182 

83.0 

1.60 

1,42 

1,51 

1,42 

19,7 

o 

12 

30 

15 

18 

1.00 

3.32 

50.5 

36 

80 

181 

59.9 

1.19 

1,64 

1,57 

1  95 

5,1 

NGLOMERATES 

STRY  AVERAGE 

41 

17 

18 

0.92 

2.24 

115.1 

69 

59 

326 

89.8 

0.96 

2.21 

2.28 

2.96 

8.6 

va  Group 

12 

8 

14 

17 

0.36 

4,72 

17.6 

-34 

32 

54 

43.8 

0,64 

0,46 

0,33 

0,75 

20,0 

Standard 

09 

49 

18 

NM 

1.00 

2,05 

47.0 

36 

51 

268 

58  8 

2,22 

-0,04* 

NA 

2,87 

4,2 

dSignal 

12 

71 

18 

15 

1.16 

1,63 

141.7 

17 

68 

546 

52.1 

3.80 

4  64 

4,65 

5,28 

3,0 

!C  Industries 

12 

16 

-9 

14 

0.00 

0,00 

69.9 

-16 

97 

117 

32.6 

1.11 

1,17 

NA 

1.40 

7.1 

12 

38 

9 

15 

1.12 

2  92 

46.0 

-10 

53 

233 

51.2 

0.64 

2.61 

0,74 

3.18 

2,8 

e  Internationa! 

12 

13 

20 

29 

0.24 

1,85 

18.7 

-22 

55 

70 

45.5 

1.61 

0.45 

0,53 

1.33 

8,3 

3ral  Electric 

12 

98 

29 

16 

2.52 

2,56 

852.9 

15 

55 

1352 

27.7 

5.02 

5  99 

6,35 

6  62 

1,7 

ourt  General 

10 

41 

14 

20 

0.60 

1  47 

76.5 

12 

56 

297 

43.2 

1.44 

2.06 

2,04 

2.23 

3,6 

12 

26 

13 

NM 

0.00 

0.00 

33.0 

32 

51 

82 

53.2 

-2.26 

-0.15 

NA 

0.88 

54,5 

12 

89 

63 

13 

1.98 

2.22 

1 18.1 

23 

73 

612 

49.5 

-2.47 

6  62 

6,73 

7,97 

3  9 

12 

15 

7 

NM 

0.00 

0.00 

52.1 

NM 

17 

40 

909.7 

-0,90 

-0,86 

NA 

0,99 

13,1 

en 

12 

24 

1 1 

16 

1.25 

5.26 

43,5 

5 

52 

256 

59.0 

1,41 

1,51 

1  40 

1,67 

1,8 

07 

19 

5 

28 

0.32 

1,68 

1  16  1 

-5 

64 

340 

46,0 

0,77 

0,68* 

0,82 

0  96 

4.2 

1  Central 

12 

30 

36 

20 

0.84 

2,78 

47.3 

24 

77 

136 

52,3 

1,32 

1,49 

1  32 

1,90 

4  2 

lark  International 

12 

78 

24 

16 

1,12 

1,43 

31.8 

92 

76 

291 

78,1 

0,14 

4,86 

0,96 

5  68 

6.3 

well  International 

09 

35 

13 

14 

1,00 

2,87 

220.4 

21 

53 

415 

32,8 

2,16 

2,55* 

2,20 

2,84 

8.1 

lyne 

12 

25 

5 

19 

0,80 

3,22 

55.4 

22 

44 

199 

49,1 

0,83 

1.33 

0,59 

2,05 

18.0 

eco 

12 

48 

15 

20 

1,60 

3,32 

169.4 

39 

68 

528 

64  7 

-4.85 

2.47 

NA 

3,43 

6.7 

■on 

12 

55 

31 

13 

1,24 

2,25 

87.6 

23 

67 

384 

43,1 

3.66 

4.22 

4,25 

4,76 

1.5 

12 

66 

24 

20 

1,88 

2  86 

64  1 

17 

52 

362 

55,3 

3.09 

3.34 

2,91 

4,27 

5,9 

man 

12 

16 

5 

16 

0,30 

1,89 

107,1 

8 

72 

265 

37,6 

0.86 

1,00 

0,68 

1,15 

1.7 

MSUMER  PRODUCTS 

STRY  AVERAGE 

34 

11 

24 

0.73 

1.88 

150.2 

6 

54 

294 

72.2 

1.48 

1.93 

2.40 

2.37 

11.8 

.REL 

IP  AVERAGE 

32 

14 

16 

0.52 

1.47 

48.4 

-6 

65 

239 

82.7 

1.32 

2.36 

2.72 

2.75 

7.4 

^n  Group 

01 

33 

16 

16 

1,60 

4,85 

17,5 

18 

49 

162 

40,4 

0.27 

2,04 

0,69 

2,33 

5.2 

of  the  Loom 

12 

33 

13 

13 

0,00 

0,00 

75,7 

-32 

73 

289 

134,9 

2, 48(b) 

2  58 

3,09 

3,03 

5,0 

marx 

1 1 

7 

3 

35 

0,00 

0,00 

31,9 

35 

37 

116 

46,9 

-8,59 

0  20 

NA 

0,42 

26  2 

vood 

04 

38 

21 

15 

0,80 

2.1  1 

13,9 

42 

85 

132 

55,7 

2,08 

2  55 

2,14 

2,94 

5,4 

laiborne 

12 

24 

12 

15 

0,45 

1.90 

80,9 

-45 

72 

378 

125,8 

2,61 

1,60 

2.49 

1,83 

12,0 

05 

48 

23 

1  1 

0,80 

1.67 

75.6 

-42 

47 

377 

109,7 

4.74 

4.33 

5.80 

4,87 

5,3 

ps-Von  Heusen 

01 

34 

8 

21 

0.15 

0.44 

26.1 

20 

70 

154 

60,5 

1.42 

1.60 

1.94 

1,99 

1,5 

>ok  International 

12 

31 

10 

12 

0.30 

0.98 

84.9 

-15 

68 

325 

101,1 

1.24 

2.57 

2.39 

2,90 

3,8 

ell 

12 

28 

14 

15 

0  40 

1,44 

40.8 

-1 1 

49 

202 

37,8 

1  99 

1.92 

2.04 

2,13 

8,0 

12 

44 

23 

12 

1.20 

2,75 

64.4 

-11 

84 

379 

92,6 

3.97 

3.73 

3.92 

4,1 1 

4,6 

iaco  Group 

12 

30 

7 

1 1 

0.00 

0,00 

20.2 

-24 

77 

120 

104,7 

2.35 

2.80 

NA 

3,74 

4,5 

lANCES  &  HOME  FURNISHINGS 

IP  AVERAGE 

29 

10 

21 

0.41 

1.24 

54.0 

35 

51 

181 

82.3 

0.51 

1.30 

1.49 

1.72 

23.6 

itrong  World  Industries 

12 

46 

16 

21 

1.20 

2,62 

37.2 

44 

80 

273 

76,0 

-2.03 

2.20 

1.43 

2,78 

1 1.2 

Buy 

02 

50 

13 

27 

0.00 

0,00 

20.8 

134 

68 

112 

344,9 

1.14 

1.83 

2.69 

2,43 

7.8 

it  City  Stores 

02 

25 

6 

18 

0.08 

0,32 

96.0 

0 

83 

385 

119  5 

1.15 

1.43 

1.40 

1,72 

3.5 

g-Meyers 

02 

35 

8 

34 

0,20 

0.57 

48.0 

82 

89 

221 

65,7 

0,84 

1.04 

1.14 

1.24 

2.4 

CO 

12 

14 

6 

16 

0,00 

0,00 

50.0 

NA 

16 

43 

27  3 

3,55 

0.87 

NA 

1.12 

7.1 

tail  International 

06 

31 

16 

22 

0,84 

2.69 

212 

16 

26 

66 

23.9 

1,83 

1,44* 

1.54 

2.01 

1.5 

Boy  Chair 

04 

34 

15 

18 

0,68 

2.01 

18.3 

31 

21 

75 

20.2 

1.50 

1.89 

1.67 

2.19 

6.4 
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"Every  company  we  invest  in  Jias 
two  tilings  in  common: 
liard  worli  and  liigli  standards! 

I'iu'  I  mill  Is  lhal  ii  iiiiilii<il  riiiid's  peiiormaiHe  will  only  bo  us  ^oocl  iis  I  he  companies  making  up  its 
poiii'olio.  We  liclicvc  Ihc  key  lo  success  is  to  invest  in  i\  niiitUcil  I'und  whicli  owns  companies  wliosc  hai'd  work 
|)ro(luces  a  stream  of  ^^row  iiif^  earnin^^s. 

Our  pciioruiauce  pa>s  olT  nilli  lii^li  marks.  The  Fortune"  199-1  Investors'  Guide  rejwrted  the  annual  rale 
ot  ['('tui'n  ol  l)otli  ^r()v\  111  and  and  mcome  funds,  atler  any  sales  loads  and  taxes.*  I'or  ihc  three-year  period 

endin{4  August  31. 1993.  The  B(M^ger  lUO  l-'und.  with  a  32.7%  i^ale  of  return,  ranked  second  out  of  193  growth  funds, 
and  the  Bergei'  101  Fund,  with  a  23.3'K)  return,  ranked  first  otit  of  114  growth  and  income  funds. 

it  our  lliiiikinj»  complonuMils  your  own.  Ilu>  ncvl  slop  is  to  sec  which 
Berber  l  uiid  is  ri^hl  for  >ou. 


ANNUALIZED  PERFORMANCE 


1  'irm 

r>  ^ciis 

1(1 

I'iiihI 

41  .(»"ci 

M).:i"<, 

27.(i"o 

|-..4"n 

l(i.4"o 

Ui.2% 

IVr^ci  KM 

1 

:{ ^ciiif* 

5  Weill's 

III  ^(-ills 

15  >Ciiis 

I'iiikI 

■>U.7>"<, 

2!».4"d 

Hi.m, 

\2M"n 

i4.:{"/o 

Source  Lipi:iei  Analytical  Services.  Ini 

The  iic'r#»('r  1(H)  is  a  gi'owlh  fund  and  offers  an  ideal  vehicle  lo  invest 
in  what  we  think  are  the  hest  of  the  current  faster-growing  companies 

The  Berber  101  is  a  gi'owth  and  income  hind  w  hich  tends  hi  ow  n 
larger  companies  whose  growth  is  often  confirmed  by  a  record 
of  [laying  dividends. 

You  can  <»peii  an  account  with  as  little  as  $250. 

All  it  lakes  to  add  lo  an  existing  account  is  $,")().  If  you  iireler, 
you  can  tiven  choose  an  automatic  monthly  investment  plan 
(for  as  litlle  as  $,")()  a  mi 


Please  call  (800)  :533-100l 

Well  send  yiiu  a  iSerger  Investors'  kit. 
It  will  contain  a  pros|ieclus. 
Read  it  carehilly  helore  iini-stiiig. 


Past  performance  shows  the  funds'  history  and  does  not  guarantee  future 
results  The  figures  include  changes  in  share  price  and  reinvestment  of 
dividends  and  capital  gams,  which  will  fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost-  The  figures 
include  the  deduction  of  12b-1  fees  beginning  in  June,  1990  Periodic 
investment  plans  do  not  assure  a  profit  and  do  not  protect  against  loss  in 
declining  markets,  *Annual  rates  of  return  were  calculated  by  f\/lorningstar 
in  each  category,  net  of  taxes,  assuming  a  28%  rate  on  capital  gams  and 
income  distributions.  **Berger  Associates  assumed  management  of  the 
fund  9/30/74.  Source:  Lipper  Analytical  Services,  Inc. 

ic.'1993  The  Bergor  Funds  BW  122790 
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gett  &  Piatt 

12 

42 

12 

21 

0  56 

1.33 

40.2 

31 

57 

222 

33.1 

1.64 

2.05 

1.92 

2.47 

3  2 

itz  Furnitur© 

03 

1  4 

"2 

1  C 
1  J 

u.uu 

u.uu 

zv.o 

NA 

16 

19 

NA 

—  1   0  7 

0.94 

NA 

1  43 

5  6 

iCO 

12 

34 

13 

23 

0  68 

2.00 

152.8 

15 

65 

429 

59.8 

1 ,21 

1.49 

0.77 

1.96 

7  7 

ftag 

12 

16 

5 

19 

0.50 

3.13 

107.2 

8 

53 

262 

54.4 

-0.08 

0.83 

0.59 

1.1  1 

7.2 

■  ]  imports 

02 

1  I 

6 

1 5 

0.10 

0.93 

37.4 

-13 

49 

112 

1 33.3 

0.62 

0.71 

0.62 

0.83 

3.6 

i36Qm~Ost6r 

1  2 

20 

7 

20 

0.04 

0.20 

85.9 

1 7 

23 

87 

34.5 

0.79 

1 .00 

NA 

1  22 

1  6 

3 

07 

25 

12 

23 

0.48 

1.96 

12.3 

49 

56 

88 

63  3 

-1.98 

1.05* 

0.76 

1.35 

24  4 

iripool 

12 

59 

22 

16 

1.22 

2.05 

72.4 

38 

85 

389 

79.2 

2.90 

3.70 

3.31 

4.23 

2.8 

itn  Eiectronics 

12 

8 

5 

NM 

0.00 

0.00 

34  1 

44 

35 

1 20 

99.0 

-3.59 

-1.70 

NA 

-0,50 

282.0 

ckMGES 

JIB  AUBDAAE 

'UP  AVBRAVB 

«le 

tc 

J9 

0*88 
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Make  A  Strong 
Financial  Statement. 


The  Lincoln  Town  Car  Two -Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 


•4.6-liter  V-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags' 

•  Six-way  power  driver  and  passenger  seats 

•  Four-wheel  disc  anti-lock  brakes 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information  call  1  800  255-5433 


499 


PER  MONTH,  24  MONTHS  LEASE' 


Ref  undable  security  deposit  

*500 

Down  payment  

M,900 

First  month's  payment  

S499 

Cash  due  at  lease  inception  

 »2,899" 

LINCOLN 

W  hal    A    Luxury    Car  Shoul 


d  Be 


\Hi-d 

I  Ctirfx't 


'Lease  payment  based  on  average  capitalized  cost  of  91.17%  Town  Car  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases  purchased  in  the  U.S.  troj 
Sept.  1  to  Oct.  51,  199?.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  Paynient  may  be  higher  in  AK,  CT,  KY.  MA,  MO,  NC,  RI,  TX  it 
WV.  For  special  lease  terms,  take  new  retail  delivery  from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  witi 
the  dealer  at  signing.  Lessee  is  responsible  for  excess  wear/tear  and  $.1 1  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  c| 
monthly  payments  is  $1 1,976.   Excludes  tax,  title  and  other  fees.  'Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt.  [ 

Lirit  MLN  MEHCUHV  OiVlSKJll'  iSrt       Buiklt  up-toRrihtr  wr  un  ^av.-  I[vr> 


APANY 


BOOK 
RECENT  VALUE 
SHARE  PER 
PRICE  SHARE 


PE 
RATIO 
1993 
EST, 


1993 
DIVI- 
DEND 
RATE 


SHRS. 
OUT 
MILS 


1993 
MARKET 
VALUE 
CHANGE 

% 


1993 

INSTITUTIONAL  jurn- 
HOLDINGS  OVER 


EARNINGS  PER  SHARE  

1994  ESTIMATtS 

l/B/E/S  BASED  FROM  ANALYSTS 

1993  ON  l/B/E/S  VARIA- 

1992        ANALYST  5-YEAR         CON-  TION 

ACTUAL  EST  TREND  SENSUS  % 
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ISTRY  AVERAGE 

38 

18 

24 

0.57 

1.46 

85.5 

24 

66 

310 

107.4 

1.44 

2.16 

2.38 

2.73 

6.5 

rRICAL  PRODUCTS 

UP  AVERAGE 

34 

15 

40 

0.86 

2.14 

108.3 

-7 

66 

313 

66.5 

1.55 

1.67 

1.89 

1.95 

8.5 

per  Industries 

12 

51 

26 

18 

1.32 

2.61 

1 14.2 

8 

63 

458 

45.4 

2  71 

2.79 

3.09 

3.14 

3  2 

rson  Electric 

09 

57 

17 

18 

1.56 

2.76 

225  3 

3 

66 

731 

31.7 

2.96 

3.15* 

3.35 

3.47 

1.4 

ineTek 

06 

14 

7 

13 

0.00 

0.00 

24.1 

-18 

77 

138 

187.8 

1.22 

1.09* 

1.35 

078 

19.2 

onal  Service  Industries 

08 

24 

14 

16 

1.04 

4.29 

49.6 

-6 

59 

225 

29.5 

1.50 

1.52* 

1.14 

1.70 

3.5 

chem 

06 

37 

17 

193 

0.32 

0.87 

42.2 

-9 

82 

242 

67.6 

-0.43 

0.19* 

NA 

0.77 

19.5 

3nce  Electric 

12 

17 

9 

20 

0.00 

0.00 

41.3 

-30 

69 

91 

53.5 

0.74 

0.87 

1.12 

1.19 

8.4 

nas  &  Betts 

12 

60 

25 

20 

2.24 

3.71 

18  9 

-7 

74 

249 

43.3 

2.72 

2.97 

2.65 

3.61 

5.8 

tinghouse  Electric 

12 

14 

5 

18 

0.40 

2.86 

351.1 

6 

38 

368 

72  9 

0.95 

0.76 

0.51 

0.96 

7  3 

TRONICS 

UP  AVERAGE 

54 

30 

21 

0.64 

1.37 

86.8 

46 

68 

354 

81.6 

2.20 

2.87 

3.04 

3.56 

4.0 

stems 

12 

42 

22 

12 

1.10 

2.63 

33  8 

5 

56 

253 

71  2 

3.31 

3.61 

4  0) 

3.93 

1.8 

erol  Instrument 

12 

53 

6 

40 

0.00 

0.00 

60.1 

114 

57 

186 

153.0 

-0.84 

1.34 

NA 

1.66 

6,6 

Hughes  Electronics 

12 

37 

81 

16 

0.72 

1.93 

87.9 

33 

68 

244 

45.1 

-0.1  1 

2.30 

1.88 

2.49 

1.6 

■is 

06 

45 

29 

16 

1.12 

2  51 

39  9 

35 

73 

248 

62.2 

2  24 

2  82* 

1  92 

3  25 

3.4 

n  Industries 

07 

65 

37 

31 

000 

0.00 

45  5 

64 

75 

264 

86.7 

4  22 

2.10* 

2  22 

4.49 

5.3 

:l 

03 

33 

15 

13 

0.56 

1  70 

82.8 

44 

72 

359 

70.1 

2  07 

2.58 

2.93 

2.82 

3.5 

orolo 

12 

94 

22 

27 

0.44 

0.47 

278  0 

85 

76 

900 

1 16.9 

2.16 

3.42 

3.00 

4.26 

6.8 

theon 

12 

61 

31 

12 

1.40 

2.29 

135.7 

20 

73 

606 

40.2 

4.72 

5.1 1 

5.41 

5.76 

1.7 

on  Associates 

09 

52 

24 

21 

0.40 

0.77 

17.5 

14 

63 

130 

89  3 

2.04 

2.52* 

2.92 

3.40 

5.3 

RUMENTS 

UP  AVERAGE 

29 

14 

23 

0.59 

2.09 

45.9 

10 

64 

228 

59.1 

0.86 

1.49 

1.70 

1.94 

5.6 

f  tek 

B  :man  Instruments 

^  eywell 

li  Industries 

J  ison  Controls 

*  pore 

P  :in-Elmer 

T  ronix 

T  mo  Electron 


12 
12 
12 
12 

09 
12 
06 
05 
12 


13 
27 
33 
7 

53 
35 
34 
22 
38 


4  21 

12  16 

13  14 
13  NM 


25 
16 
7 
14 
18 


17 
19 
63 
14 
23 


0.68 
0.36 
0.96 
0.00 

1.44 
0.56 
0.68 
0.60 
0.00 


5.44 
1.35 
2.94 
0.00 

2.70 
1.62 
2.00 
2.73 
0.00 


43.6 
28.8 
133.1 
16.9 

40.4 
27.9 
43.9 
30  6 
47.5 


-24 
13 
-4 
4 

19 
-3 
29 
1 1 
43 


50  152 

54  152 

73  407 

59  72 


62 
73 
78 
71 
60 


319 
235 
270 
186 
259 


54.4 
47.9 
65.2 
57.2 

42.0 
76.5 
61  9 
58.0 
69.2 


1.01 
1.53 
2.88 
-3.26 

2.86 
1.41 
1.72 
-1.94 
1.51 


0  60 
1.68 
2.38 
-0.08 

3.16* 

1.79 

0.54* 

1.60 

1.70 


0.75 
1.57 
2.30 
NA 

2.84 
1.56 
0.77 
1.71 
2.07 


0.85 
2.03 
2.48 
0.50 

3.57 
2.02 
1.92 
2.07 
2.03 


1 1.8 
5.4 
2  8 
NM 

2.8 
5.0 
2.6 
12.6 
1.5 
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Compact  ami  li^litwei'ihl  — less  than 
4.4  lbs.  The  Portqe  T5400CT  has  been 
engineered  to  the  extremes  of  portability 
witlwut  compromising  usability. 


FINALLY,  COMPUTER  SCIENCE 
EMBRACES  THE  LAWS  OF  MO  T 1 0  N . 


Tosliiba  continues  to  drive  PCMCIA 
technology:  A  2.01  compliant  Type  11  slot 
expands  your  options  for  storage,  tax/ 
modems,  networkiini,  and  theluturc. 


The  new .AcciiPoint'"  isometric 
pointing  device  works  in  con 
junction  with  click  and  drag 
buttons  located  comfortably  beneath    |  B     §  N 
the  thumbs. 


INTRODUCING  THE  NEW  U  LT  R  A  P  0  RT  A  B  L  E  PORTEGE. 


Toshiba  engineers  haven't  just  redesigned  the  portable 
computer,  they've  reinvented  it:  The  Portege "  T3400 
Series.  Never  before  has  a  computer  so 

perfectly  balanced  mass  and  speed.  (  -PORTEGd 

Now  you  can  travel  with  a  system  smaller 


color  active  matrk  or  high-contrast  backlit  monochrome 


than  a  notebook,  yet  graced  with  the  feel  of  a  full-size 
system.  Portege  is  driven  by  the  full  force  of  an  i486'" 
SX/33  processor,  and  shines  with  Toshiba's  renowned 


displays.  Toshiba  designers  have  even  created  the  optional 
Port  Replicator  for  simple,  single-point 
connection  to  your  desktop  environ- 
ment. See  how  tar  Toshiba  has 
taken  every  aspect  of  portable  computing.  f'fi[C\ 
And  think  where  it  can  take  you.  I  '  :it< 

Call  1  -800-457-7777  for  the  dealer  nearest  you.  \i 


THE  SHAPE  OF  THINGS  TO  GO. 


T3400CT 

•7.8"  color  TFT-LCD 
active  matrix  display- 
256  color  SVGA 

•  7.9"  X  9.9"  X  1.8" 

•  4.4  lbs. 


T3400 

•  8.4"  STN  monochrome 
display 

•  7.9"  X  9.9"  X  1.7" 
•4.1  lbs. 


Both  Models 

•  }MHz  SL  Enhanced  i486™SX 

•  120MB  HD 

•  4MB  RAM  (expiandable  to  20MB) 

•  Lithium-Ion  battery 

•Type  11  (5mm)  PCMCIA 2.01  slot 


•  AccuPoint"'  integrated 
pointing  device 

•  Integrated  BitBLT  graphics 
accelerator 

•  VL-local  bus  video 

•  Ports:  serial,  parallel,  FDD, 


Port  replicator,  and  VGA  adapter 
•Windows™  3.1, 
DOS"'  6.0, 
CommWorks"' 
for  Windows 


In  Touch  with  Tomorrow 

TOSHIBA 


©  1993  Toshiba  America  Information  Syslenis,  inc.  All  products  indicated  by  trademark  symbols  are  tr.idemarl<ed  and/or  registered  by  their  respective  companies. 


EARNINGS  PER  SHARE 


1994  ESTIMATES 


BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANAIY" 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

1/6/E/S  v; 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT, 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON-  T 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

Id)  SEMICONDUCTORS 

GROUP  AVERAGE 

36 

14 

15 

0.26 

0.44 

101.7 

42 

65 

342 

206.6 

1.20 

2.52 

2.85 

3.30 

Advanced  Micro  Devices 

12 

19 

14 

8 

0.00 

0.00 

91 ,7 

9 

67 

302 

314  2 

2.57 

2.51 

7,23 

3.01  1 

AMP 

12 

58 

20 

21 

1.60 

2.75 

104.9 

0 

79 

577 

46.4 

2.75 

2.84 

2  67 

3.21 

Intel 

12 

62 

17 

12 

0.20 

0.33 

418.2 

41 

74 

1025 

327.4 

2.49 

5.26 

5,27 

5.86  1 

LSI  Logic 

12 

15 

6 

14 

0.00 

0.00 

48.9 

49 

68 

155 

191.6 

-2.48 

1.09 

NA 

1.42 

Micron  Technology 

08 

46 

16 

18 

0.05 

0.1  1 

40.1 

153 

66 

176 

355.4 

0,17 

2.60* 

0,24 

6.55  1 

Molex 

06 

32 

12 

27 

0.03 

0.09 

63.2 

21 

20 

170 

28.0 

1.08 

1.19* 

1,22 

1.43 

Notional  SemiconcJuctor 

05 

18 

8 

1  1 

0.00 

0.00 

110.9 

72 

78 

276 

166.3 

0.98 

1.57 

NA 

1.74  1 

SCI  Systems 

06 

18 

1 1 

17 

0.00 

0.00 

27.1 

27 

58 

113 

374.8 

0.18 

1.0°* 

0,26 

1.32 

Texas  Instruments 

12 

64 

24 

13 

0.72 

1.12 

90.6 

51 

81 

474 

181.7 

2.50 

4.95 

3.67 

5.86  1 

Vishoy  Intertechnology 

12 

33 

18 

15 

0.00(d 

0.00 

212 

0 

55 

149 

80.2 

1.71 

2.14 

2.21 

2.58 

10  FOOD 

INDUSTRY  AVERAGE 

27 

9 

18 

0.59 

2.08 

98.4 

-3 

46 

224 

49.0 

1.31 

1.64 

2.09 

1.96 

(a)  FOOD  DISTRIBUTION 

GROUP  AVERAGE 

22 

12 

16 

0.50 

2.05 

57.7 

10 

60 

199 

48.7 

1.25 

1.55 

1.78 

1.74 

Fleming 

12 

30 

30 

10 

1.20 

4.00 

36.9 

-4 

84 

258 

62.4 

3.33 

3.01 

3  14 

3.21 

Richfood  Holdings 

04 

16 

4 

16 

0.08 

0.52 

21.2 

48 

60 

79 

72.8 

0.76 

0  99 

1.73 

1.17 

Smart  &  Final 

12 

14 

5 

19 

0.20 

1.43 

20.1 

-27 

29 

47 

25.9 

0.71 

0.75 

0.73 

0.89 

Super  Food  Services 

08 

13 

12 

16 

0.36 

2.69 

10.9 

32 

50 

56 

40.5 

-0.51 

0.85* 

0,84 

0  95 

Supervalu 

02 

33 

17 

13 

0.88 

2.64 

71 .9 

8 

72 

350 

49.5 

2.31 

2.62 

2  90 

2.96 

Sysco 

06 

28 

6 

26 

0.28 

1.01 

185.0 

3 

61 

405 

41.0 

0.93 

1.08* 

1.33 

1.26 

/U\  Kf\f\f\  DDA^ECCIUA 
(0)  TKJ%JU  rKV^tSSinv 

GROUP  AVERAGE 

30 

9 

18 

0.70 

2.31 

108.9 

-6 

47 

260 

51.2 

1.43 

1.73 

2.12 

2.08 

Archer  Daniels  Midland 

06 

22 

14 

14 

0.10(d) 

0.45 

333.4 

-14 

52 

549 

43.7 

1.47 

1.56* 

1.72 

1.58 

Borden 

12 

17 

7 

40 

0.60 

3.45 

141,0 

-39 

51 

400 

95.2 

-1.47 

0.43 

0.48 

0.87  1 

Campbell  Soup 

07 

43 

7 

42 

1.00 

2.35 

251.7 

1 

27 

370 

20.7 

1.95 

1.02* 

1.80 

2.51 

Chiquito  Brands  International 

12 

1 1 

13 

NM 

0.20 

1.90 

48.2 

-39 

67 

75 

59.7 

-4.28 

-0.26 

NA 

0.73  IC 

ConAgra 

05 

27 

8 

15 

0  72 

2.69 

251  7 

-18 

34 

345 

36.6 

1.58 

1.76 

1.94 

1.97 

Continental  Baking  Group 

09 

8 

3 

1 1 

0  32 

3,88 

20,7 

NA 

15 

71 

NA 

2.22 

0.78 

NA 

0.94 

CPC  International 

12 

47 

1 1 

16 

1.28 

2.73 

150.2 

-8 

62 

572 

41.3 

2.78 

2  96 

3.36 

3.30 

Dean  Foods 

05 

27 

12 

15 

0.64 

2.35 

39.7 

-3 

36 

156 

31.5 

1  73 

1  83 

1.85 

2.17 

Dole  Food 

12 

26 

18 

18 

0.40 

1.53 

59.4 

-19 

59 

177 

41.0 

1.09 

1.44 

1.28 

2.01  1 

Flowers  Industries 

06 

19 

7 

18 

0.77 

408 

377 

-5 

45 

133 

40.8 

0.92 

1.07* 

0.89 

1.13 

General  Mills 

05 

61 

8 

16 

1.88 

3.09 

159.2 

-14 

67 

631 

43.6 

3.10 

3.80 

4.29 

4.29 

Gerber  Products 

03 

29 

5 

17 

0.86 

2.97 

69.3 

-12 

50 

259 

69.3 

1.80 

1.75 

2.14 

1.92 

Heinz  (H.J.) 

04 

38 

9 

14 

1.32 

3.51 

252.9 

-15 

54 

517 

35.8 

2.04 

2.60 

2.71 

2.82 

Hershey  Foods 

12 

51 

16 

18 

1.20 

2  36 

90.0 

8 

30 

369 

30.3 

2  69 

2.86 

3.37 

3.21 

Hormel  Foods 

10 

22 

9 

17 

0  44 

2.00 

76,6 

-7 

22 

104 

1  1.3 

1.24 

1.31* 

1.50 

1.50 

IBP 

12 

25 

12 

15 

0.20 

0.80 

47.5 

25 

87 

197 

75.2 

1.34 

1.64 

0.59 

1.97 

International  Multifoods 

02 

23 

14 

12 

0.80 

3.54 

19,4 

-17 

60 

122 

50.3 

2  13 

1.94 

2.26 

2.08 

Interstate  Bakeries 

05 

14 

10 

10 

0.50 

3.51 

20.7 

-28 

69 

95 

64.8 

1.46 

1.43 

NA 

1.59 

Kellogg 

12 

60 

8 

21 

1.36 

2.25 

228.4 

-13 

73 

473 

32.5 

2.86 

2.89 

3.31 

3.21 

Lancaster  Colony 

06 

44 

9 

22 

0.52 

1.19 

22.6 

46 

51 

122 

68.9 

1.42 

2.02* 

1.91 

2.40 

McCormick 

1 1 

23 

6 

19 

0.44 

1.89 

81.0 

-22 

45 

199 

99.9 

1.16 

1.24 

1,79 

1.42 

Pet 

06 

17 

3 

16 

0.32 

1.92 

104.1 

-5 

56 

264 

72.3 

0.96 

1.06* 

NA 

1.15 

Pioneer  Hi-Bred  International 

08 

36 

9 

23 

0.56 

1.57 

89.5 

32 

54 

211 

74.6 

1.68 

1.53* 

2,04 

2.09 

Quaker  Oats 

06 

73 

8 

19 

2.12 

2,89 

67.9 

6 

59 

439 

69.8 

3.25 

3.93* 

3.74 

4.59 

Ralston  Purina  Group 

09 

41 

7 

13 

1.20 

2  92 

103.5 

NA 

45 

347 

NA 

2.57 

3.17 

3  18 

3.20 

Sara  Lee 

06 

26 

7 

19 

0.64 

2.46 

477  4 

-15 

46 

615 

38,8 

1,54 

1.40* 

1  78 

1.56 

Savannah  Foods  &  Industries 

12 

13 

8 

23 

0.54 

4.04 

26  2 

-12 

33 

69 

15,5 

1,03 

0.58 

0.84 

0.70 

Smithfield  Foods 

04 

16 

8 

27 

0.00 

0.00 

16.3 

-18 

22 

52 

78.1 

0.15 

0.58 

0.41 

2.00 

Thorn  Apple  Valley 

05 

19 

15 

8 

0  28 

1.47 

5.9 

-24 

43 

35 

68  8 

2  36 

2  41 

5.36 

2.33 

Tyson  Foods 

09 

24 

9 

19 

0.04 

0.17 

147.2 

-2 

18 

140 

37  3 

1.16 

1.22* 

1  48 

1.45 

Universal  Foods 

09 

31 

12 

14 

0  92 

2.97 

26.4 

-8 

63 

154 

43,0 

1.57 

2.15* 

2.40 

2.44 

WLR  Foods 

06 

18 

13 

13 

0.32 

1.75 

1 1.0 

9 

20 

45 

74.2 

0.52 

1.42* 

1.42 

1.71 

Wrigley  (Wm.)  Jr. 

12 

43 

5 

29 

0.67 

1.56 

1  16.4 

31 

23 

279 

23.4 

1.27 

1.49 

1.68 

1  71 

(c)  FOOD  RETAILING 


GROUP  AVERAGE 

23 

8 

16 

0.39 

1.62 

92.0 

0 

38 

159 

44.9 

1.09 

1.49 

2.15 

1.79 

Albertson's 

01 

25 

5 

19 

0.36 

1.45 

253  3 

-6 

49 

437 

47.9 

1.05 

1,34 

1.50 

1.53 

American  Stores 

01 

41 

23 

12 

0.80 

1.93 

71  2 

-5 

87 

321 

47.7 

2.94 

3,42 

4,79 

3.96 

Bruno's 

06 

9 

5 

15 

0.24 

2.63 

78  1 

-34 

25 

160 

88.7 

0.69 

0,60* 

0,74 

0.67 

Food  Lion 

12 

6 

2 

22 

0.09 

1.53 

483,7 

-27 

4 

65 

25.8 

0.37 

0,26 

0,37 

0.36 

Giant  Food 

02 

23 

1  1 

15 

0.70 

3.01 

59.7 

4 

39 

216 

25.9 

1.37 

1,60 

1.45 

1.77 

Great  Atlantic  &  Pacific  Tea 

02 

28 

27 

27 

0.80 

2.88 

38.2 

16 

35 

171 

35.8 

-2.58 

1.04 

0.91 

1.60 

Hannaford  Brothers 

1  2 

21 

9 

16 

0.34 

1.61 

41.1 

-4 

37 

107 

20.3 

1.21 

1.33 

1.49 

1.50 

Kroger 

1 '/ 

19 

-24 

13 

0.00 

0,00 

107.1 

49 

48 

269 

90.9 

1.11 

1.45 

2.47 

1.92 

Marsh  Supermarkets 

03 

12 

13 

10 

0.44 

3.67 

8.4 

-10 

23 

28 

12  7 

1.26 

1.20 

1  28 

1.18 

Penn  TraHic 

01 

35 

2 

22 

0.00 

0.00 

10.8 

64 

51 

64 

46.6 

0.39 

1.57 

NA 

2.68 

Ruddick 

09 

21 

12 

17 

0, 45(c) 

2.1  I 

23.1 

6 

59 

77 

15.9 

1.30 

1.26* 

1.43 

1.56 

Safev/ay 

12 

19 

3 

16 

0,00 

0.00 

99.8 

48 

26 

109 

60.0 

0.83 

1.19 

3.25 

1.51 

Smith's  Food  &  Drug  Centers 

12 

22 

18 

14 

052 

2.42 

29.9 

-39 

35 

105 

80  2 

1.79 

1.56 

1.93 

1.74 

Stop  &  Shop 

01 

18 

3 

14 

0.00 

0.00 

49.1 

2 

32 

88 

44.3 

1.05 

1.24 

4.92 

1.52 

Vons 

12 

17 

12 

10 

0.00 

0.00 

43.3 

-35 

40 

116 

54,2 

1.89 

1.62 

1.97 

1.72 

Winn-Dixie  Stores 

06 

54 

13 

17 

1.44 

2.66 

74.9 

-31 

18 

213 

20,9 

2,82 

3.1 1* 

3.69 

3.36 
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INVESTMENT  SCO 


Roy  Lichtenstein 


at  the  Guggenheim  Museum 

Fifth   Avenue   at   88th   Street      October  8  -  January  16 

A  heroic  dog.  High  romance  and  adventure,  A  lush  brush  stroke,  Roy  Lichtenstein  began  a 
movement  that  exploded  with  energy,  irony  and  wit  Now,  for  the  first  time  in  twenty  years,  the 
full  range  of  his  work  is  on  view  in  a  major  retrospective.  Paintings  Sculptures  Drawings. 
Collages.  From  the  '60s  to  the  '90s.  See  it. 

Open  daily,  except  Thursday,  10a.m.  -  8p.m. 

This  exhibilion  r,  made  possible  bv  j  y'dni  I'om  M-Jivel  [nieiifiniirieni  Gioup,  Inc  MUVH' 
Additional  supporl  has  been  provided  by  ihe  Owen  Cheatham  Foundation 

The  Guggenheim  Museum's  official  earner  tor  1993  is  Lutthansa  German  Airlines.  i^afHI 
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EARNINGS  PER  SHARE 


1994  ESTIMATES 


BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROMANALY 

RECENT 

VALUE 

RATIO 

DIVI. 

SHRS 

VALUE 

INSTITUTIONAL 

TURN, 

1993 

ON 

l/B/E/S  V> 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT, 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5,YEAR 

CON.  T 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS, 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENSUS 

11  FUEL 

INDUSTRY  AVERAGE 

36 

18 

26 

1.14 

2.74 

150.6 

15 

58 

372 

57.9 

1.05 

1.75 

2.08 

2.30  V 

(a)  COAL 

GROUP  AVERAGE 

34 

14 

19 

0.41 

1.10 

8.6 

-13 

41 

87 

32.1 

2.83 

1.83 

1.38 

2.94  t 

Nacco  Industries 

1  2 

45 

26 

27 

0  66 

1 .47 

8  9 

-1  3 

64 

134 

32,1 

2.71 

1 .65 

1 ,38 

3.78 

Pittston  Minerals  Group 

12 

22 

2 

1  1 

0.16 

0.73 

8  2 

NA 

19 

39 

NA 

2,94 

2.01 

NA 

2.09  1 

(b)  OIL  &  GAS 

GROUP  AVERAGE 

37 

20 

25 

1.28 

2.89 

163.8 

16 

57 

379 

53.7 

1.01 

1.88 

2.30 

2.42  2 

Amerada  Hess 

12 

47 

34 

NM 

0.60 

1.29 

92,6 

1 

68 

410 

55,6 

0,09 

-0.79 

NA 

1.46  4 

Amoco 

12 

53 

27 

16 

2.20 

4.12 

496,9 

10 

61 

925 

31,2 

1,71 

3.32 

2,13 

3.69 

Ashland  Oil 

09 

33 

19 

15 

1.00 

3.02 

60  0 

26 

52 

241 

60,8 

-1,18 

2.26* 

2,28 

2,51 

Atlantic  Richfield 

12 

104 

42 

18 

5.50 

5  30 

159,7 

-9 

62 

836 

46.9 

7,39 

5.89 

5,04 

6,89  1 

Burlington  Resources 

12 

45 

20 

27 

0.55 

1  22 

130,3 

14 

68 

523 

65.9 

1,44 

1.66 

2,45 

1,92 

Chevron 

12 

87 

43 

15 

3.50 

4,03 

325  6 

25 

40 

862 

41.8 

6.52 

5.98 

7,62 

6,47 

Coastal 

12 

27 

21 

20 

0.40 

1.49 

104,5 

13 

76 

347 

59.5 

-1.23 

1.34 

1  07 

1,92  1 

Crown  Central  Petroleum 

12 

13 

30 

57 

0.00 

0.00 

9,8 

7 

18 

30 

14.1 

-1.35 

0.23 

0,15 

098 

Diamond  Shamrock 

12 

24 

18 

15 

0.52 

2.14 

28.9 

32 

71 

133 

67.2 

0.92 

1  62 

1  09 

2,16 

Exxon 

12 

63 

28 

17 

2.88 

4.59 

1241.6 

3 

40 

1 101 

20.3 

3.82 

3.68 

4,1 1 

406 

Hotly 

07 

29 

6 

12 

0.30 

1,03 

8.3 

-4 

59 

42 

1 1.3 

0.33 

2.42* 

0,75 

3,38 

Kerr-McGee 

12 

47 

29 

21 

1.52 

3,25 

48.6 

5 

79 

31  1 

53.8 

-0.53 

2.22 

2,18 

2,97  1 

Lou'siana  Land  &  Exploration 

12 

40 

13 

48 

1.00 

2,52 

33,1 

35 

66 

225 

49.8 

-0.04 

0.82 

0,59 

1,42  3 

Mapco 

12 

61 

18 

14 

1.00 

1,65 

30.0 

12 

84 

213 

43,1 

3.37 

4,48 

4,65 

5,21 

Maxus  Energy 

12 

5 

1 

NM 

0.00 

0,00 

134.1 

-18 

60 

240 

1  18,9 

0.27 

-0,47 

NA 

-0,25  10 

Mitchell  Energy  &  Development 

01 

21 

15 

20 

0.48 

2,31 

52.6 

44 

9 

74 

12.7 

0.77 

1  03 

3,48 

1 ,25  1 

Mobil 

12 

76 

43 

15 

3.40 

4,45 

399.7 

21 

53 

960 

39.6 

3.13 

5,16 

4,09 

5,44 

Murphy  Oil 

12 

40 

27 

22 

1.30 

3  24 

44.8 

13 

61 

203 

42.2 

1.40 

181 

1.97 

2,18  1 

Occidental  Petroleum 

12 

18 

1  1 

127 

1.00 

5,63 

305,1 

5 

46 

410 

57  4 

0.41 

0.14 

0.17 

0,63  6 

^Jryx  Energy 

1 2 

1 9 

3 

0  40 

2  1 5 

96  9 

_5 

61 

3 1 9 

79  6 

0  74 

-0  06 

0  51  7 

Pennzoil 

1 2 

57 

32 

26 

3.00 

5.25 

45,9 

29 

60 

302 

61 .3 

0.43 

2.22 

0.55 

2.67  2 

Phillips  Petroleum 

12 

29 

10 

22 

1.12 

3,93 

261 ,4 

1  4 

53 

509 

52.5 

1.04 

1.31 

0,72 

1 .71  1 

Quaker  State 

1 2 

1 3 

7 

20 

0.40 

2,99 

27,2 

)  7 

32 

93 

66.3 

0  35 

0.66 

0,53 

0.85  1 

Sun 

12 

32 

18 

20 

1.80 

5,58 

106,6 

15 

52 

272 

43.1 

-2.98 

1.62 

4,94 

1.93  1 

Tesoro  Petroleum 

1 2 

6 

3 

NM 

0.00 

0,00 

14,1 

83 

30 

33 

52.1 

-3.87 

-1.12 

NA 

-0.32  5 

1 2 

64 

35 

1 6 

3.20 

4,99 

259.0 

7 

61 

885 

58.7 

3.53 

3.99 

3,24 

4.52 

Tosco 

12 

32 

1  1 

14 

0.60 

1,90 

29,3 

54 

65 

150 

108.9 

0.68(b) 

2.33 

1,66 

2.76  1 

Ultramar 

12 

27 

14 

13 

1.10 

4,07 

38,2 

43 

91 

120 

62  7 

1.14 

2  16 

NA 

2.63 

Union  Texas  Petroleum  Holdings 

12 

19 

3 

32 

0.20 

1,04 

87.6 

5 

60 

164 

63.6 

0.86 

0.61 

0,90 

1.13  3 

Unocal 

12 

27 

1  1 

20 

0.80 

2.94 

241.2 

7 

71 

580 

70.3 

0  75 

1.33 

1,61 

1.64  1 

USX-Marathon  Group 

12 

17 

1 1 

36 

0,68 

4.03 

286,6 

-2 

56 

427 

40.5 

0.37 

0.47 

0,86 

0.84  2 

Valero  Energy 

12 

23 

20 

12 

0.52 

2,30 

43,1 

-1 

69 

198 

65.8 

1.94 

1.83 

3,31 

2.28  1 

(c)  PETROLEUM  SERVICES 

GROUP  AVERAGE 

28 

13 

32 

0.66 

2.48 

127.5 

17 

67 

427 

84.9 

0.69 

1.02 

1.22 

1.44  1 

Baker  Hughes 

09 

20 

1 1 

59 

0.46 

2,30 

139  9 

3 

76 

425 

102.1 

0.00 

0.34* 

0,58 

0.95  5 

Baroid 

12 

8 

3 

22 

0.20 

2,62 

92,5 

68 

50 

156 

97.3 

0.24 

0.34 

0  31 

0,44 

CBI  Industries 

12 

31 

19 

39 

0.48 

1,57 

37,5 

6 

70 

152 

77,0 

1,79 

0.78 

1.56 

1,49  1 

Dresser  Industries 

10 

20 

7 

19 

0.60 

3,08 

137,5 

9 

72 

443 

84,2 

0,52 

1.05 

0.79 

1,28 

Halliburton 

12 

31 

17 

32 

1.00 

3,24 

1 14,1 

14 

74 

473 

92,5 

-1.15 

0.98 

0.65 

1,45 

Schlumberger 

12 

58 

18 

22 

1  20 

2,09 

243,5 

1 

58 

91  1 

56,1 

2.75 

2.62 

3.47 

3,03 

12  HEALTH  CARE 

INDUSTRY  AVERAGE 

31 

10 

16 

0.55 

1.50 

135.6 

12 

53 

319 

95.1 

1.63 

1.87 

2.68 

2.28 

(a)  DRUG  DISTRIBUTION 

GROUP  AVERAGE 

21 

11 

16 

0.40 

1.55 

37.4 

6 

42 

134 

61.7 

1.16 

1.22 

1.43 

1.55 

Bergen  Brunswig 

08 

18 

1 1 

23 

0.40 

2,22 

36,4 

-15 

60 

140 

51,8 

1.41 

0  79* 

1.04 

1,53 

Bindley  Western  Industries 

12 

12 

15 

9 

0.08 

0,67 

10,8 

-5 

49 

58 

105,8 

1.02 

1.29 

1.79 

1,48 

Cardinal  Distribution 

03 

44 

15 

24 

0  10 

023 

22,8 

73 

64 

130 

136,9 

1.63(b) 

1.82 

2.38 

2,20 

Drug  Emporium 

02 

5 

4 

1  1 

0.00 

0,00 

13,1 

-15 

14 

32 

101,0 

-0.20 

0,42 

0.37 

0,65 

Fay's 

01 

7 

4 

10 

0.20 

2,96 

20,0 

-10 

18 

41 

25,7 

0.56 

0,65 

0.60 

0,70 

FoxMeyer 

03 

12 

16 

13 

0.28 

2,31 

28,2 

4 

7 

31 

13,0 

0.01 

0,93 

0.10 

1,08 

Hook-SupeRx 

08 

6 

6 

NM 

0  00 

0,00 

20,8 

-51 

25 

44 

44,4 

0.99 

-0,17* 

NA 

0  88  : 

Longs  Drug  Stores 

01 

34 

23 

14 

1.12 

3,34 

20,5 

-6 

41 

164 

22.7 

2.58 

2,43 

2.43 

2,71 

McKesson 

03 

56 

12 

20 

1  68 

2,98 

40  3 

31 

63 

282 

62.6 

2.69 

2,88 

2.24 

3,18 

Perry  Drug  Stores 

10 

6 

6 

12 

0.00 

0,00 

12.0 

-30 

33 

42 

74.9 

0.75 

0,53 

0.72 

0,80 

Revco  D.  S. 

05 

16 

9 

20 

0.00 

0,00 

50.1 

139 

56 

78 

67.6 

0.35 

0,78 

NA 

1,03 

Rite  Aid 

02 

16 

12 

10 

0  60 

3  72 

88.1 

-25 

68 

285 

55.6 

1.51 

1,54 

1.73 

1,68 

Walgreen 

08 

41 

1  1 

21 

0.68 

1  67 

123,1 

-7 

51 

417 

40.1 

1.78 

1,98* 

2.28 

2,28 

(b)  DRUGS  &  RESEARCH 

GROUP  AVERAGE 

44 

10 

15 

1.38 

3.22 

266.4 

-16 

52 

570 

79.2 

2.71 

3.01 

3.56 

3.31 

Allergan 

12 

22 

8 

14 

0.40 

1,80 

65,3 

-16 

81 

274 

34.8 

1.56 

1  58 

1.97 

1,71 

American  Home  Products 

12 

63 

12 

13 

2.92 

4,66 

310,0 

-8 

62 

925 

40.5 

3.66 

4,75 

4.82 

5,07 

Amgen 

12 

45 

8 

18 

0.00 

0,00 

134,1 

-37 

56 

453 

355.9 

2.43 

2,51 

6.75 

2,89 
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INVESTMENT  SCOR 


Mlanla 
Atlant 


OA  30303 


Your  Merrill  L/nch  Financial 
Consultant  can  help  you 
determine  your  financial  goals 
and  work  with  you  to  develop 
strategies  to  meet  them. 
Result:  a  strategy  and  an 
advisor  to  help  you  achieve 
control  of  your  financial  future. 


Ask  for  our  1994  Investment 
and  Financial  Outlook,  and  you'll 
also  get  someone  to  help  you 
make  the  most  of  it. 

A  Merrill  Lynch  Financial  Consultant  can  help  you 
position  your  individual  and  business  portfolio  for 
1994  and  beyond  from  the  perspective  of  both  domes- 
tic and  international  investing. 

In  the  U.S.,  Merrill  Lynch  sees  opportunities  for 
equity  investment  in  many  sectors  of  the  stock  market. 
With  higher  income  taxes,  many  investors  should  con- 
sider selected  tax-exempt  fixed-income  investments 
and  tax-deferred  instruments. 

Our  1994  Investment  and  Financial  Outlook  report 
has  details  on  attractive  investment  opportunities  out- 
side of  the  U.S.  as  well.  Merrill  Lynch's  highly  ranked 
Global  Research  Division  provides  timely  commentary 
on  all  of  these  subjects.  These  resources  make  a  differ- 
ence in  helping  you  and  your  Financial  Consultant 

select  the  right  investments  for  your  portfolio. 
  I  


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


'}  Memll  Lynch,  Picrtt,  f cnncr  6i  Smith  Inc.  Mtmbcr  SIPC. 


m 


Call  l-800-MERRILL,  ext.  4040 

Hcaring-impaircd  readers  call  1-800-765-48-33  TTY 

Return  to:  Merrill  Lynch  Response  Center 

P.O.  Box  30200,  New  Brunswick,  NJ  08989-0200 

Place  your  order  for  a  free  copy  of  the  1994  Investment  and  Financial 
Outlooic  report  today.  It  will  be  available  after  January  3,  1994. 

□  If  you  are  a  business  owner,  please  check  here. 

Name  

Address   

City  


_  State  _ 
.  Business  Phone 


Zip. 


Home  Phone   

Merrill  Lynch  clients,  please  give  the  name  and  location  of  your 
Financial  Consultant:   


■in  wj 


EARNINGS  PER  SHARE 


1993 

1994  ESTIMATES 

BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANAI 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

l/B/E/S 

COMPANY 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON- 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

Ml  IMRPC 
INUIVIDlK 

ACTUAL 

EST 

TREND 

SENSUS 

Bristol-Myers  Squibb 

12 

60 

12 

14 

2  88 

4,81 

515.9 

-12 

49 

1097 

68.9 

2.97 

4.42 

4.69 

4.64 

Carter-Wallace 

03 

22 

8 

28 

0.33 

1,49 

45.8 

-40 

39 

133 

46.4 

1.03 

0.80 

u.o/ 

1   ^  A 

Lilly  (Eli) 

1 2 

57 

1 9 

13 

2.42 

4  22 

292.7 

-6 

O  J  V 

50.5 

2  81 

4.56 

4  47 

Marion  Merrell  Dow 

1 2 

20 

7 

1 2 

1 .00 

5,03 

274.2 

-24 

12 

189 

30.6 

2.45 

1,69 

2.62 

1.65 

Merck 

12 

34 

5 

15 

1.12 

3,27 

1 135.9 

-22 

47 

1 046 

63.7 

2  12 

2.35 

2.92 

2.43 

Pfizer 

12 

67 

12 

18 

1.68 

2,53 

312.0 

-12 

64 

917 

88,9 

3.25 

3,76 

3  72 

4.31 

Rbone-Poulenc  Rorer 

1 2 

38 

1 0 

1  2 

1.12 

2,95 

1 38.5 

-1  8 

16 

1 85 

33,2 

2.99 

3.2 1 

3.25 

3.67 

Schering-Plough 

12 

67 

8 

16 

1.80 

2,69 

193.0 

2 

67 

823 

79,0 

3.60 

4.20 

5.09 

4.78 

Sigma-Aldrlch 

12 

47 

1  1 

22 

0.29 

0,62 

49  8 

-18 

61 

268 

65,6 

1.92 

2.16 

2.43 

2.48 

Synfex 

07 

17 

5 

13 

1.04 

6.07 

221.0 

-27 

30 

413 

84,2 

2.10 

1.29* 

1.82 

1.77 

Upjohn 

12 

31 

12 

10 

1.48 

4.74 

173.6 

-4 

61 

463 

66,7 

3.04 

3.10 

3.82 

2.80 

Warner-Lambert 

12 

66 

13 

14 

2.28 

3.44 

134.5 

-5 

78 

727 

78  8 

4.78 

4,79 

4.1 3 

5.30 

GROUP  AVERAGE 

26 

9 

17 

0.05 

0.20 

73.9 

50 

54 

185 

127.2 

1.11 

1.42 

2.76 

1.90 

American  Medical  Holdings 

08 

17 

9 

19 

0.00 

0.00 

76.9 

29 

41 

106 

44.8 

1  43 

0,87* 

1.14 

Beverly  Enterprises 

12 

12 

7 

18 

0.00 

0.00 

81.7 

4 

78 

227 

143.3 

0.04 

0.70 

\J.oD 

Caremark  International 

1  2 

1  8 

5 

1  7 

0.04 

0.23 

71 .5 

19 

47 

265 

102.0 

0.39 

1  04 

NA 

1  O 

Charter  Medical 

09 

24 

2 

NM 

0.00 

0.00 

24.9 

201 

41 

64 

87.3 

NA 

-1.59* 

NA 

3.10 

Columbia  Healthcare 

12 

29 

10 

15 

0.03 

0.10 

150.9 

NM 

37 

176 

47.3 

1.18 

1,93 

2.29 

Continental  Medical  Systems 

06 

9 

7 

15 

0.00 

0.00 

36  9 

-46 

65 

135 

130.2 

0.73 

0.59* 

1  OA 

A  OA 

FHP  International 

06 

25 

1  1 

18 

0.00 

0.00 

32.9 

23 

77 

148 

238.7 

1  00 

1  33* 

1  1^0 

1  At 

I  .oo 

Foundation  Health 

06 

27 

10 

13 

0,00 

0.00 

28.8 

-31 

69 

164 

302.1 

2.02 

2,05* 

3,04 

2.39 

HCA— Hospital  Corp.  of  America 

12 

30 

10 

14 

0.00 

0.00 

176.1 

55 

38 

177 

55.4 

0.16 

2,07 

0  00 

Healthtrust 

08 

23 

8 

14 

0.00 

0.00 

81.2 

17 

44 

179 

79.2 

0  90 

1  62* 

NA 

1  OA 

1  .yo 

Hillhaven 

05 

1 9 

9 

18 

0.00 

0.00 

21 .0 

-5 

46 

113 

87.4 

1 .65 

1 ,05 

NA 

1 .30 

Humana 

12 

16 

4 

31 

0,00 

0.00 

159  3 

NA 

62 

298 

NA 

-0.72 

0.52 

NA 

0.73 

Manor  Care 

05 

21 

7 

16 

0.09 

0.42 

57.5 

-10 

49 

2 1 5 

76.8 

1.09 

1,29 

1   Q  A 
1  .OO 

1 .48 

Medical  Care  America 

12 

20 

1  1 

15 

0.00 

0.00 

36  6 

-16 

65 

194 

207.9 

1.10 

1 ,36 

1  .86 

1 .60 

National  Health  Laboratories 

12 

13 

2 

9 

0.32 

2  56 

88.7 

-30 

67 

189 

120.5 

0.43 

1.40 

1.13 

1.35 

National  AAedical  Enterprises 

uo 

1  n 

1  A 
1  U 

u.uu 

A  AA 

/ 

73 

323 

1  Z  J  .O 

A  OX 

1   1  o 
1 .  1  z 

0.89 

1.27 

PacifiCare  Health  Systems 

09 

39 

1 2 

1  7 

0,00 

0.00 

27.4 

-25 

17 

80 

58.1 

1 .78 

2.25* 

3.79 

2.61 

TakeCare 

12 

50 

15 

16 

0,00 

0.00 

10.9 

12 

53 

72 

208.3 

2.49 

3.08 

3.87 

3.60 

U.  S.  Healthcare 

12 

58 

6 

22 

0,64 

1.1 1 

107.9 

30 

73 

390 

357.2 

1.85 

2.64 

9.87 

3.08 

United  HealthCare 

12 

72 

1  1 

30 

0,03 

0.04 

76.1 

40 

87 

384 

123  9 

1.65 

2.41 

4.44 

3.00 

Universal  Health  Services 

12 

20 

16 

12 

0,00 

0.00 

13.6 

38 

57 

59 

41.1 

1.43 

1.63 

2.52 

1.78 

WellPoint  Health  Network 

12 

28 

1 1 

15 

0.00 

0.00 

99.5 

NA 

12 

121 

35.3 

1.76 

1.87 

NA 

2.18 

(d)  MEDICAL  rRODimS 

GROUP  AVERAGE 

37 

12 

16 

0.57 

1.68 

196.8 

-9 

63 

474 

95.0 

1.67 

1.99 

2.62 

2.49 

Abbott  Laboratories 

12 

29 

4 

17 

0.68 

2.32 

825.4 

-5 

50 

887 

36.7 

1.47 

1.69 

1  0*^ 
1  .tD 

1  no 

1  .07 

Bard  (C.  R.) 

12 

24 

7 

15 

0  56 

2.30 

52.0 

-28 

60 

302 

101.7 

1.42 

1.61 

1  AO 
\  .4/ 

1  .oo 

Bausch  &  Lomb 

12 

52 

16 

1  6 

0.88 

1 .68 

59.1 

-5 

76 

397 

74.2 

2  84 

3  23 

3.21 

3.69 

Baxter  International 

12 

24 

14 

12 

1.00 

4.23 

276.1 

-28 

65 

603 

77  3 

1 .99 

2  02 

2.38 

2.17 

Becton,  Dickinson 

09 

34 

21 

13 

0.66 

1.94 

75.5 

-15 

83 

376 

51  6 

2.58 

2.71* 

3.01 

3.08 

Imcera  Group 

06 

35 

12 

NM 

0.44 

1.28 

76.7 

3 

78 

300 

90.0 

1  65 

-1.48* 

NA 

2.04 

Johnson  &  Johnson 

12 

44 

9 

16 

1.04 

2.38 

647.5 

-15 

57 

1032 

51.1 

2.46 

2.75 

3.18 

3.05 

Kendall  International 

12 

42 

12 

17 

0.00 

0.00 

19.0 

44 

NA 

NA 

91.8 

-2.65 

2,44 

NA 

3.06 

Medtronic 

04 

77 

15 

19 

0.68 

0.88 

57.5 

-22 

72 

451 

1 17.3 

3  56 

3.99 

4.67 

4.57 

Owens  &  Minor 

12 

19 

6 

22 

0.21 

1.08 

20.2 

36 

49 

87 

56.1 

0,78 

0,90 

1.12 

1.07 

U.  S.  Surgical 

12 

22 

10 

NA 

0.08 

0.36 

56.1 

-68 

40 

301 

296.7 

2,32 

NA 

NA 

0.85 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  AVERAGE 

33 

14 

24 

0.49 

1.48 

38.9 

55 

53 

167 

55.5 

0.95 

1.86 

1.68 

2.38 

(a)  BUILDING  MATERIALS 

GROUP  AVERAGE 

36 

12 

29 

0.58 

1.49 

45.1 

21 

52 

178 

39.2 

1.41 

1.81 

1.78 

2.38 

Lafarge 

12 

20 

10 

1  1  1 

0.30 

1,50 

66.7 

52 

18 

83 

22  8 

-0,63 

0.18 

0.12 

1.11 

Owens-Corning  Fiberglas 

12 

46 

-21 

17 

0.00 

0,00 

42.8 

28 

84 

242 

87.8 

1,68 

2.71 

1,63 

3.62 

Ply  Gem  f^-idustries 

12 

18 

1 1 

24 

0.12 

0,69 

10,8 

35 

43 

46 

51.0 

0,56 

0.73 

0,40 

0,99 

PPG  Industries 

12 

71 

23 

21 

2.16 

3,05 

106,1 

7 

52 

495 

33.8 

3.01 

3.40 

2,53 

4.30 

RPM 

05 

17 

6 

20 

0  52 

3,01 

53.1 

9 

36 

137 

36.4 

0.83 

0  88 

0.96 

1,01 

Sherwin-Williams 

12 

33 

1  1 

18 

0  50 

1,52 

88.8 

8 

62 

359 

37.1 

1.63 

1.84 

1.97 

2.06 

Tecumseh  Products 

12 

47 

31 

14 

0,80 

1,72 

21.9 

60 

20 

77 

1 1.7 

2.39 

3  23 

2.16 

3.54 

Texas  Industries 

05 

26 

26 

35 

0.20 

0.77 

1  1.0 

16 

52 

56 

17.8 

0.1 1 

0.75 

0.17 

2.00 

Valspar 

10 

38 

9 

20 

0.44 

1.17 

21.5 

13 

63 

96 

14.5 

1.57 

1.85* 

2.14 

2.07 

Vulcan  Materials 

12 

46 

19 

20 

1  26 

2.75 

36.4 

-7 

59 

153 

20.8 

2.41 

2.33 

1.78 

3.10 

York  International 

12 

34 

12 

17 

0.08 

0.24 

37.4 

5 

82 

210 

97.6 

1  90 

2.03 

5.67 

2.34 

(b|  CONSTRUCTION  &  REAL  fSTATE 

GROUP  AVERAGE 

27 

16 

14 

0.32 

1.45 

27.6 

117 

55 

148 

85.3 

0.10 

1.95 

1.47 

2.40 

Centex 

03 

39 

20 

16 

0.20 

0.51 

31,5 

24 

77 

252 

106,3 

1,91 

2  52 

2,19 

3.06 

Kaufman  &  Broad  Home 

1  1 

20 

13 

19 

0.30 

1,49 

34.8 

25 

49 

198 

106,2 

0,78 

1,08 

0.66 

1  67 

Puite 

12 

37 

20 

14 

0.24 

0.65 

27.5 

23 

53 

210 

78,8 

2,66 

2,68 

2.98 

3.18 

Rouse 

12 

19 

3 

13 

0.60(c) 

3.12 

47.3 

7 

63 

106 

52.5 

-0.33 

1.43 

0.59 

1.61 

Ryland  Group 

12 

21 

20 

12 

0.60 

2.93 

15.3 

-2 

80 

105 

77.0 

1.66 

1.72 

0.93 

2.20 

U.  S.  Home 

12 

27 

21 

12 

0.00 

0.00 

9.2 

NM 

5 

19 

91.4 

-6.06 

2.25 

NA 

2  68  1 
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WANT  A  PBX  THAT 
GIVES  YOU  GREATER  LATITUDE? 

WITH  THE  F9600,  YOU  HAVE 
A  WORLD  OF  OPTIONS. 


.  The  option  to  add  new  fea- 
1  tures  as  you  need  them. 

want  a  PBX  that  can  expand 
1  our  institutional  needs  and 
i/ide  reliability  for  our  residen- 
customer  base  as  well, 
'/le/  College  &  Seminary 


The  option  to  grow  your 
customer  base  -  at  will. 

service  our  customers  quickly, 
ibly  and  cost-effectively.  The 
00  helps  us  handle  our  grow- 
service  volume  with  no  delays. 
ygy,  Inc. 


I The  option  to  change  your 
mind.  "We  want  a  system 
can  be  upgraded  without  be- 
jprooted.  The  Fujitsu  F9600 
form  gives  us  that  flexibility. 
>  Healthcare  Systems 
fiporation 

The  option  to  work  any- 
where  -  and  still  keep  iji 

t  -h.  "The  F9600  lets  us  work 
er  as  if  we're  all  in  one 
.  •:.  even  though  we're  actually 
I  ating  in  different  time  zones." 
ta  Fe  Energy  Resources 

\  The  option  of  switching 
i  over  on  your  schedule. 

you're  changing  phone 
9ms,  any  down-time  is  a  big 
ern.  But  thanks  to  Fujitsu,  we 
(rienced  very  little  disruption.' 
Electronics  Corporation 


zzz   It's  the  same  story  the  world  over. 


:-SSS  zzz    Businesses  want  a  PBX  that's  free 

-  ~-  wuu     — — " 

~-  ■  •  of  hmitations,  yet  loaded  with 
ans.  That's  why  they're  turning  to  the  F9600 
1  Fujitsu,  a  global  leader  in  telecommunications 
dons  that  serves  customers  in  over  1 00  countries. 
;am  more  about  the  F9600,  call  1-800-553-3263. 


Fujfrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


COMPANY 


BOOK  P-E 

RECENT    VALUE  RATIO 

SHARE  PER  1993 
PRICE     SHARE  EST 


1993 
DIVI- 
DEND 


SHRS 
OUT 


1993 
MARKET 
VALUE 
CHANGE 

% 


INSTITUTIONAL 
HOLDINGS 


1993 
TURN- 
OVER 


EARNINGS  PER  SHARE 


l/B/E/5 
1993 
ANALYST 


1994  ESTIMATES 

BASED  FROMANALY 
ON         l/B/E/S  V 
5YEAR         CON-  1 


14  LEISURE  TIME  INDUSTRIES 


INDUSTRY  AVERAGE 

32 

10 

23 

0.31 

0.92 

99.7 

25 

60 

271 

96.6 

1.13 

1.07 

1.72 

1.81  1 

ln\  EATING  PLACES 

 1 

VROUP  AVERAvE 

4e 
23 

6 

22 

0*15 

0.60 

90.5 

1 

47 

209 

69.2 

0.54 

0.83 

1.55 

1.31  4 

Bob  Evans  Farms 

04 

19 

8 

17 

0.27 

1.39 

42.0 

-12 

40 

1  15 

52.7 

1,03 

1,17 

1.29 

1.30 

Brinker  International 

06 

42 

8 

40 

0.00 

0.00 

45.8 

52 

89 

259 

61 .4 

0,77 

1 ,03* 

1.32 

1 .30 

Flagstar 

12 

9 

7 

NM 

0.00 

0.00 

42.4 

-55 

35 

37 

25.9 

-2.35 

-1.08 

NA 

-0.18  3; 

Foodmaker 

09 

10 

5 

NM 

0.00 

0.00 

38.2 

-32 

34 

58 

92.1 

0.67 

-1.15* 

NA 

0.59  ; 

Marriott  International 

12 

24 

NA 

19 

0.07 

0.29 

1  16.4 

NA 

1 

9 

NA 

1.16 

1.28 

NA 

1.49 

McDonald's 

12 

59 

16 

20 

0.43 

0.73 

353.1 

17 

65 

810 

44.7 

2.60 

2  93 

3.24 

3.35 

Morrison  Restaurants 

05 

23 

6 

20 

0.33 

1.45 

36.1 

15 

43 

136 

78  4 

1.00 

1.16 

1.21 

1.35 

Shoney's 

10 

21 

-6 

16 

0.00 

0.00 

40.6 

-4 

60 

198 

1 10.0 

-0.65 

1.37 

1.25 

1.64 

Wendy's  International 

12 

16 

6 

21 

0.24 

1.50 

99.7 

28 

56 

260 

88.4 

0.64 

0.76 

0.96 

0.91 

(b)  ENTERTAINMENT 

GROUP  AVERAGE 

51 

17 

31 

0.38 

0.65 

292.1 

59 

50 

564 

104.0 

1.52 

1.64 

1.98 

2.12 

Blockbuster  Entertainment 

12 

33 

6 

31 

0.10 

0.30 

222.1 

107 

50 

384 

98.0 

0.77 

1.08 

1.70 

1.37 

Disney  (Walt) 

09 

40 

10 

32 

0.25 

0.63 

535.8 

-7 

43 

788 

61.8 

1.52 

1.23* 

1.48 

1.99 

Paramount  Communications 

04 

79 

34 

30 

0.80 

1.02 

1 18.4 

76 

58 

520 

152.3 

2.27 

2.60 

2.75 

3.01 

(c)  HOTEL  Si  motel 

uROUr  AVERAwc 

39 

12 

27 

0.24 

0.52 

67.5 

46 

71 

253 

156.7 

1.52 

1.74 

1.68 

2.25 

Caesars  World 

07 

49 

19 

14 

0.00 

0.00 

24.6 

28 

88 

187 

201.9 

3.01 

3.40* 

2.90 

3.76 

Circus  Circus  Enterprises 

01 

35 

6 

23 

0.00 

0.00 

87.3 

-7 

84 

297 

171.8 

1.41 

1.52 

1  82 

2.1 1 

nilton  Hotels 

1 2 

46 

22 

2 1 

1 .20 

2.62 

47.8 

6 

38 

260 

71 .0 

2. 1 7 

2. 1 5 

1 .89 

2,68 

Mirage  Resorts 

1 2 

22 

8 

27 

0.00 

0.00 

75.7 

70 

71 

1  79 

1 74.3 

0.53 

0.83 

0.76 

1 .22 

Promus 

1  0 
1  z 

AO 

c 
0 

oz 

1  AO  0 

1  T  1 
1  J  1 

7  A 
/  O 

1  04,  z 

A  1 

A  Q  1 

1  A'^ 

1  ><o 
1 ,4y 

(d)  OTHER  LEISURE 

GROUP  AVERAGE 

30 

11 

20 

0.42 

1.33 

75.9 

25 

67 

255 

89.1 

1.29 

0.86 

1.75 

1.91 

American  Greetings 

02 

31 

13 

18 

0,50 

1.61 

73,9 

26 

80 

323 

128,6 

1.55 

1.76 

2.22 

2,02 

Brunswick 

12 

17 

9 

31 

0  44 

2  61 

95,2 

4 

64 

230 

46,6 

0,43 

0,54 

0.30 

0,86 

Carnival  Cruise  Lines 

1  1 

48 

1 1 

21 

0.56 

1.16 

141.2 

47 

30 

216 

34,3 

2.00 

2.24 

2.41 

2.72 

Eastman  Kodak 

12 

61 

13 

18 

2.00 

3.29 

329.6 

52 

66 

857 

106.5 

3.06 

3.35 

1.03 

4.16 

Fleetwood  Enterprises 

04 

24 

1 1 

17 

0.50 

2.07 

45,7 

0 

60 

221 

106.5 

1.23 

1.38 

1.09 

1.62 

Harley-Davidson 

12 

44 

10 

23 

0.06 

0  14 

38.0 

18 

70 

247 

109  2 

1.51 

1.92 

2.02 

2.30 

Harmon  International  Industries 

06 

24 

10 

23 

0.00 

0,00 

10,9 

58 

60 

59 

59.1 

0.39 

1.04* 

0.56 

1.56 

Hasbro 

12 

39 

14 

17 

0.24 

0,62 

87,6 

19 

73 

335 

63.8 

2.01 

2.33 

2.54 

2.63 

Huffy 

12 

18 

9 

15 

0.30 

1,66 

14,7 

30 

54 

83 

69.3 

0.92 

1.25 

1.75 

1.51 

Mattel 

12 

31 

7 

18 

0.24 

0,79 

95,0 

19 

88 

368 

152.2 

1.43 

1.72 

2.48 

2.01 

Musiclond  Stores 

12 

21 

7 

20 

0.00 

0.00 

30.2 

81 

58 

112 

73.2 

0.83 

1.06 

1.49 

1.25 

Outboard  Marine 

09 

19 

1  1 

NM 

0.40 

2.08 

19  6 

-11 

90 

172 

93.6 

0.10 

-8.42* 

NA 

0.71 

Polaroid 

12 

35 

16 

16 

0.60 

1.70 

46,8 

14 

79 

250 

75,5 

2.06 

2.17 

3.12 

2  82 

Tyco  Toys 

12 

1 1 

10 

NM 

0.10 

0.94 

34.7 

-1  1 

63 

99 

129.1 

0.60 

-0.26 

NA 

0.62 

IS  MANUFACTURING 

INDUSTRY  AVERAGE 

36 

13 

21 

0.61 

1.68 

52.2 

25 

61 

230 

72.3 

1.09 

1.79 

1.81 

2.32 

(a)  GENERAL  MANUFACTURING 

GROUP  AVERAGE 

37 

12 

20 

0.80 

2.09 

78.8 

6 

61 

288 

48.7 

1.38 

2.03 

2.27 

2.44 

Alliant  Techsystems 

03 

26 

8 

6 

0.00 

0.00 

9.7 

-7 

70 

75 

54.4 

-4.68 

4.39 

NA 

4.69 

Avery  Dennison 

12 

30 

13 

20 

0.96 

3.25 

57.4 

0 

63 

289 

37.7 

1,33 

1.46 

0.96 

1.70 

Corning 

12 

27 

9 

17 

0.68 

2,54 

200.1 

-26 

56 

455 

59.8 

1.40 

1.60 

1.53 

1.85 

Crane 

12 

27 

10 

15 

0.75 

2.82 

30.0 

13 

58 

215 

37.9 

0.79 

1.80 

1  25 

2.1 1 

Duracell  International 

06 

35 

9 

33 

0.64 

1.86 

1  16.0 

3 

46 

211 

57.0 

1.43 

1.04* 

NA 

1.65  [ 

First  Brands 

06 

34 

15 

14 

0.24 

0,70 

21.9 

18 

81 

137 

52  8 

1.91 

2.41* 

3.06 

2.74  1 

Harsco 

12 

39 

21 

13 

1.40 

3  56 

25.0 

2 

50 

184 

39.5 

3.52 

3.14 

5  83 

3.34  u 

Hillenbrand  Industries 

1 1 

42 

8 

21 

0,45 

1,08 

71.3 

5 

37 

217 

19.9 

1,47 

1.95 

2  02 

2.28  1 

Illinois  Tool  Works 

12 

38 

1 1 

21 

0.52 

1,37 

112  8 

17 

71 

348 

24.1 

1.72 

1.81 

1.94 

2.06  J 

Jostens 

06 

19 

7 

NM 

0.88 

4.76 

45.4 

-31 

68 

252 

77.2 

1.50 

-0.18* 

NA 

1.12 

Mark  IV  Industries 

02 

19 

8 

16 

0  10(d) 

0.53 

40.3 

18 

55 

126 

68.7 

1.06(b) 

1  20 

1.29 

1.34  1 

Minnesota  Mining  &  Mfg. 

12 

109 

31 

19 

3.32 

3.05 

215.8 

7 

69 

873 

36.2 

5.65 

5  88 

5  92 

6.55 

Newell 

!2 

40 

12 

19 

0.72 

1  79 

77  8 

-2 

62 

344 

64.5 

2  10 

2,10 

2.61 

2.41  n 

Parker  Hannifin 

06 

36 

19 

27 

0.96 

2.67 

48,6 

22 

72 

257 

55.4 

1  32 

1,34* 

1  07 

1.78  1 

Rubbermaid 

12 

34 

7 

25 

0,45 

1.34 

160,4 

6 

47 

437 

35,0 

1,04 

1  32 

1.44 

1 .52  11 

Trinova 

12 

33 

9 

27 

0,68 

2  09 

28.4 

53 

75 

195 

59.6 

0.51 

1,20 

0.63 

1.90  1 

|b|  MACHINE  A  HAND  Tt  fOLS 

GROUP  AVERAGE 

28 

13 

20 

0.61 

2.04 

33.8 

24 

60 

179 

69.0 

0.98 

1.45 

1.18 

1.91  ) 

Black  &  Decker 

12 

21 

1  1 

21 

0,40 

1.95 

83.8 

14 

72 

269 

82.8 

-1.1  1 

1  00 

0.80 

1.37  31 

Blount 

02 

22 

13 

19 

0.45 

2  05 

12  3 

59 

17 

35 

35.0 

0.60 

1,14 

0.83 

2.07  J 

Cincinnati  Milacron 

12 

20 

6 

22 

0.36 

1.80 

33.5 

48 

71 

197 

93,4 

0.58 

0.90 

0.69 

1.33  II 

Danaher 

12 

37 

12 

20 

0.12 

0.32 

28  4 

43 

37 

105 

21.2 

1.10 

1.83 

1.00 

2.18 

Giddings  &  Lewis 

12 

24 

12 

18 

0.12 

0.49 

34.2 

7 

86 

223 

193.5 

116 

1  36 

1.58 

1.49 

Kennametal 

06 

39 

20 

21 

116 

2.96 

11,0 

39 

76 

143 

81.2 

1.20 

1  85* 

1.38 

2.05 

Snap-on  Tools 

12 

38 

16 

19 

1.08 

2.84 

42.8 

22 

68 

232 

44,0 

1,56 

I  99 

1.52 

2.39 

SPX 

12 

16 

13 

23 

0.40 

2.48 

13.9 

-10 

48 

145 

40,3 

1,59 

0.69 

0.65 

1.51 

Stanley  Works 

12 

39 

15 

17 

1.36 

3.48 

44.7 

-10 

62 

258 

29,7 

2,15 

2.31 

2.17 

11 
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INVESTMENT  SCC 

Fairfax  County  has  more 
college  graduates  than: 


a  Atlanta 

b.  Boston 

c.  San  Francisco 
d  Denver 

e.  Minneapolis 

f.  Seattle 

g.  AH  of  the  above 


f  you  answered  "g,"  you're 
;tty  astute  yourself, 
bu're  also  keenly  aware  that 
;ucceed  in  the  21st  century, 
I're  going  to  need  the  most 
diligent  employees  you 
I  find.  Nowhere  in  America 
1  you  find  more  of  them  than 
^'airfax  County,  Virginia. 
)f  our  800,000  residents, 
re  than  20,000  are  doctoral 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  gi^aduates. 
Further,  eighty  percent 
continue  to  upgrade  tiieii'  skills 
with  technical,  occupational  or 
post-graduate  sti.idy 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  infomiation,  just  cfip 

the  coupon  or  caU. 

I  1 

Please  send  me  more  in/ommlinn  on  loraling  my 
business  in  Fairfax  County. 

Name  


Title 


Company  ^ 
kldrcss 


City_ 
Zip_ 


State 


Phone_ 


FaiifiLv  County  Economic  Dei  elopment  Authority 
S300  Boone  Boulei^ard.  Suite  4)0,  I  'ienna,  V  irginia  22182 
Telephone  703'790-O6IJ(l.  Far  70}-S9)-l269  nwn 
I  1 


iirfax  County,  Virginia.  The  21st  Century  Is  Here. 


1993 


EARNINGS  PER  SHARE 

1994  ESTIMATES 


BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANALYS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

l/B/E/S 

VA 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON- 

Tl( 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

(c)  SPECIAL  MACHINERY 

GROUP  AVERAGE 

46 

15 

27 

0.60 

1.23 

47.3 

52 

69 

268 

96.7 

1.06 

1.85 

1.93 

2.76 

21 

Applied  Moteriols 

10 

35 

7 

29 

0,00 

0.00 

80.4 

1 1 5 

91 

248 

345.0 

0.55 

1 .21  * 

0.77 

1  7fl 

1  ./  O 

c 

BrigQS  &  Stratton 

06 

82 

23 

1  7 

1 .76 

2.14 

14.5 

77 

72 

254 

76.1 

3.56 

4.86* 

4.96 

5.60 

8 

Coterpillor 

1 2 

85 

21 

31 

0.60 

0.70 

101 .6 

60 

72 

507 

87. 1 

-2  1 6 

2.76 

1 .95 

4.92 

13 

Clark  Equipment 

12 

49 

16 

28 

0.00 

0.00 

17.4 

152 

73 

166 

114  2 

-1.60 

1.76 

1  71 

3.06 

8 

Deere 

10 

71 

3 1 

30 

2.00 

2.82 

85.5 

81 

82 

499 

108.9 

0  49 

2.39* 

0.89 

5.1 1 

n 

Dover 

1 2 

59 

1 5 

22 

0.92 

1 .55 

57.1 

29 

61 

320 

28.1 

2.23 

2.67 

2.5 1 

3.02 

5 

FMC 

1 2 

46 

9 

10 

0.00 

0.00 

36.0 

-7 

65 

258 

44.9 

5.23 

4.46 

5.26 

4.46 

General  Signal 

12 

35 

12 

17 

0.90 

2.57 

44.5 

29 

79 

240 

58.3 

0.24 

2.0' 

1.09 

2.29 

Harnischfeger  Industries 

10 

23 

18 

NM 

0  40 

1.75 

28  0 

15 

66 

180 

76.4 

1.95 

-0.67* 

NA 

1.11 

IC 

Ingersoll-Rand 

12 

38 

13 

25 

0.70 

1.83 

105.3 

32 

58 

424 

59.0 

1.11 

1.52 

1.28 

1.97 

5 

Interlake 

1  2 

3 

-1  1 

NM 

0.00 

0.00 

22.0 

-20 

56 

96 

48.4 

-0.84 

-0.77 

NA 

-0.20  21C 

Pentair 

1  2 

35 

1  8 

1  (, 

0.68 

1 .93 

18  1 

53 

63 

126 

1 06  4 

2  03(b) 

2  1 7 

2  04 

2.44 

Stewart  &  Stevenson  Services 

01 

51 

10 

29 

0.24 

0.48 

32.9 

52 

66 

224 

140.8 

1.35 

1.73 

1.91 

2  11 

Timken 

12 

32 

23 

61 

1.00 

3.09 

30.8 

23 

55 

222 

42.2 

0.15 

0.53 

0  18 

1.39 

Tyco  International 

06 

48 

21 

30 

0.40 

0.84 

46.3 

15 

71 

279 

46.3 

2.06 

1 .58* 

1.70 

2.72 

1 

Varity 

0 1 

40 

1 6 

28 

0  00 

0  00 

35  7 

1 22 

80 

238 

1  OJ.v 

U.  JO 

1  44 

J.o  J 

2.38 

i; 

(d|  TEXTILES 

GROUP  AVERAGE 

24 

12 

16 

0.34 

1.40 

34.2 

12 

51 

123 

74.2 

0.80 

1.60 

1.56 

1.81 

i< 

Burlington  Industries  Equity 

09 

1 5 

8 

12 

0  00 

0.00 

68.3 

4 

85 

137 

76.9 

-2.42 

119* 

NA 

1.74 

Cone  Mills 

12 

17 

5 

10 

0.00 

000 

27.7 

19 

46 

83 

76.9 

1.68 

1.71 

2.68 

1.90 

Delta  Woodside  Industries 

06 

1 1 

13 

10 

0.40 

3.64 

25.0 

-37 

40 

81 

49.0 

1.62 

1.07* 

1.04 

0.91 

2; 

Fieldcrest  Cannon 

12 

25 

20 

15 

0.00 

0.00 

12.1 

39 

40 

75 

153.1 

1.81 

1.69 

1.19 

2.27 

i: 

Guilford  Mills 

06 

22 

16 

10 

0.60 

2.76 

13.8 

-14 

47 

71 

43.5 

1  85 

2.1 1* 

1.75 

1.94 

i: 

Interface 

12 

14 

10 

21 

0.24 

1.70 

17.3 

14 

61 

56 

59.7 

0.71(b) 

0.66 

0.51 

0.88 

11 

Shav^  Industries 

06 

48 

10 

33 

0.36 

0.76 

71.7 

46 

66 

280 

87.6 

0.93 

1.43* 

1.35 

2.09 

Springs  Industries 

12 

42 

30 

15 

1.20 

2.87 

17.6 

16 

43 

185 

37.9 

2.50 

2.70 

2.08 

3.30 

Triarc 

04 

25 

-2 

16 

0.00 

0.00 

21.3 

37 

16 

42 

83.9 

-1.73 

1.58 

NA 

1  40 

Unifi 

06 

25 

8 

13 

0.56 

2.25 

67.6 

-2 

65 

218 

73.6 

1.04 

1.87* 

1.89 

1.65 

1 

16  METALS  &  MINING  ' 

INDUSTRY  AVERAGE 

27 

14 

32 

0.47 

1.37 

66.9 

27 

56 

221 

95.1 

-0.85 

0.23 

0.96 

1.36 

5'l 

(a)  ALUMINUM 

GROUP  AVERAGE 

41 

25 

57 

0.87 

1.52 

67.5 

-6 

58 

291 

67.8 

-0.37 

-0.53 

0.20 

0.85  17 

Aluminum  Co.  of  America 

12 

69 

41 

57 

1  60 

2.31 

88.3 

0 

81 

505 

86.1 

0  24 

1.22 

0.20 

2.20 

Kaiser  Aluminum 

12 

9 

2 

NM 

0.00 

0  00 

57.3 

3 

9 

27 

20.0 

0.47 

-1.21 

NA 

-026  28; 

Reynolds  Metals 

12 

45 

33 

NM 

1.00 

2  23 

56  9 

-20 

84 

342 

97.4 

-1.83 

-1  59 

NA 

0.60  2C! 

(b)  STEEL 

GROUP  AVERAGE 

24 

9 

24 

0.29 

0.95 

54.9 

53 

60 

169 

88.6 

-1.41 

0.18 

0.92 

1.70 

2i 

Allegheny  Ludlum 

12 

23 

4 

22 

0.48 

2.05 

65.8 

35 

50 

153 

64.1 

0.71 

1.05 

0.61 

1.35 

Armco 

12 

6 

-4 

NM 

0.00 

0.00 

103.9 

-1  1 

67 

181 

69.9 

-4.37 

-0.47 

NA 

0.35 

r 

Bethlehem  Steel 

12 

17 

6 

NM 

0.00 

0.00 

91.3 

10 

85 

244 

162.8 

-2.73 

-0.31 

NA 

1.89 

Commercial  Metals 

08 

35 

22 

18 

0.52 

1.49 

10.9 

34 

46 

64 

32.4 

1.16 

1.95* 

1.25 

2.47 

Inland  Steel  Industries 

12 

32 

8 

NM 

0.00 

000 

35.3 

43 

80 

210 

82.2 

-5.83 

-1.25 

NA 

2.31 

Lukens 

12 

37 

19 

19 

1.00 

2  68 

14.5 

-1  1 

75 

158 

106.0 

2.31 

1.95 

1.79 

2.64 

National  Steel 

12 

1 1 

9 

NM 

0.00 

0.00 

36.4 

NA 

27 

41 

NA 

-1.54 

-3  39 

NA 

0.88 

( . 

Nucor 

12 

52 

10 

37 

0.16 

031 

87.0 

34 

69 

349 

55.5 

092 

1.40 

1.23 

2.14 

9 

USX-U.  S.  Steel  Group 

12 

36 

8 

37 

1.00 

2.78 

70.3 

25 

67 

292 

130.4 

-4.92 

0.98 

0.62 

2.89 

Weirton  Steel 

12 

7 

9 

NM 

0  00 

0.00 

26  3 

91 

37 

27 

13.9 

-1.57 

-1.58 

NA 

0.59 

;i 

Wheeling-Pittsburgh 

12 

17 

17 

18 

0  00 

0.00 

26.4 

316 

64 

83 

200.6 

-1.85 

0.93 

0.14 

1.75 

9 

Worthington  Industries 

05 

17 

5 

19 

0  36 

2  09 

90.3 

15 

47 

230 

56.4 

0.74 

0.90 

0.82 

1.08 

i 

(c|  OTHER  METALS 

GROUP  AVERAGE 

27 

15 

38 

0.59 

2.02 

87.1 

1 

49 

280 

117.1 

-0.10 

0.64 

1.16 

0.99  <« 

Asorco 

12 

19 

31 

NM 

0.40 

2.08 

41  7 

-23 

49 

207 

82  6 

-0  70 

-1.76 

NA 

-0.12  13 

Cyprus  Amax  Minerals 

12 

22 

21 

20 

0.80 

3.60 

47.3 

-29 

63 

304 

123.9 

-6  31 

1.13 

0.54 

1.37 

li 

Freeport-McMoRan  Copper  &  Golc 

12 

20 

2 

71 

0  60 

3  04 

199  2 

-8 

18 

193 

28.8 

0.66 

0  28 

0.38 

0.57 

Homestake  Mining 

12 

19 

4 

59 

0.10 

0.53 

137  2 

71 

41 

305 

167.0 

-1.31 

0.32 

NA 

0.45 

( 

Magma  Copper 

12 

1  1 

13 

19 

0.00 

0.00 

45.7 

-20 

31 

120 

102.0 

1.37 

0.55 

0.83 

0.50  2 

L 

Newmont  Mining 

12 

52 

9 

43 

0  60 

116 

68  4 

27 

62 

345 

163  9 

1.30 

1.22 

1  24 

1  36 

( 

Phelps  Dodge 

12 

44 

29 

16 

1.65 

3.77 

70.3 

-10 

81 

485 

151.6 

4  28 

2.74 

2  82 

2.80 

.( 

17  NONBANK  FINANCIAL 

INDUSTRY  AVERAGE 

232 

118 

15 

0.87 

2.15 

78.2 

16 

59 

239 

63.2 

6.24 

7.03 

9.41 

8.01 

.( 

(a|  FINANCIAL  SERVICES 

GROUP  AVERAGE 

600 

287 

14 

0.84 

2.06 

96.6 

15 

58 

290 

66.3 

14.47 

15.11 

18.35 

16.69 

.< 

Alexander  &  Alexander  Services 

12 

18 

7 

26 

1.00 

5  48 

41.2 

-31 

75 

201 

40.2 

1.34 

0.69 

0.75 

1  26 

Alleghany 

12 

141 

130 

13 

0  00(d) 

0.00 

6  7 

7 

61 

91 

9.8 

9.57 

10.92 

9  14 

1  1.69 

. 

American  Express 

12 

31 

17 

1  1 

1.00 

3.19 

487  8 

28 

73 

714 

72  2 

0.83 

2.95 

1.38 

3  16 

k 

AT&T  Capital 

12 

26 

19 

17 

0.09 

0.35 

46.9 

NA 

2 

14 

NA 

1  83 

1.52 

NA 

2.01 

Bear  Stearns 

06 

22 

13 

7 

0.60(d) 

2.70 

1 14.8 

30 

58 

255 

800 

2.45 

3.00* 

3.63 

3.12 

Beneficial 

12 

74 

45 

1 1 

3  04 

4.12 

26.0 

12 

72 

253 

49.4 

5.50 

6.94 

7.18 

7.83 

Berkshire  Hathavt^ay 

12 

17250 

8115 

49 

0.00 

0.00 

1.2 

47 

13 

144 

2.9 

355.00  350.00 

386.09 

390.00 
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INVESTMENT  SCOl 


FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
Ifso... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW1227R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  cai'd,  complete  the  necessary  information 
and  drop  in  the  mail. 


MANCIAL  PRODUCTS 
!  ID  SERVICES 

Berger  100  Fund  and  Berger 
101  Fund 

The  Benliain  Group's  true 
no-load  mutual  funds 

Charles  Schwab  &  Company, 
hic. 

Chemical  Bank 
Citibank 

Franklin  Distributors 
GT  Global  Mutual  Funds 
Merrill  Lynch 
Janus  Fund 

Twentieth  Century  Mutual 
luinds 

V  an  Kampen  Merritt 
Wausau  Insurance 

I  ODUCTS/SERYICES 

i 

1  Advantis 

1  Amoco  Chemical  Company 

1  Buick  Motor  Division 

1  Cadillac 

1  Canon  Office  Equipment 


18.  Chevrolet  Fleet 

19.  Compaq  Computer  Concerto 
Portable 

20.  Compaq  Computer  Prolinea 
Desktop 

21.  Corvette 

22.  Fujitsu  Business 
Communication  Systems, 
Inc. 

23.  ICF  Kaiser  International 

24.  Lexus  Luxury  Automobiles 

25.  Lincoln  Leasing 

26.  The  Lucky  Goldstar  Group 

27.  NEC  America 

28.  NEC  Technologies  CD-ROM 

29.  Pontiac 

30.  Roadway  Express 

31.  Roadway  Package  System 

32.  SAS  Institute,  Inc. 

33.  Tektronix,  Inc. 

34.  Thunderbird  -  The  American 
School  of  International 
Management 


35.  Toshiba  American 
Information  Systems,  Inc. 

36.  Yellow  Freight  System,  Inc. 
AREA  DEVELOPMENT 

37.  Fairfax  County  Economic 
Development  Authority 

38.  Georgia  Department  of 
Industry,  Trade  &  Tourism 

39.  Iowa  Department  of 
Economic  Development 

40.  North  Carolina  Department 
of  Commerce 

41.  Virginia  Port  Authority 

INVESTMENT  OUTLOOK 
Special  Editorial  Report 

42.  Legg  Mason  Special 
Investment  Trust 

43.  T.  Rowe  Price  Guide  to 
Managing  Retirement 
Distribution 

44.  T.  Rowe  Price  International 
Funds 

45.  T.  Rowe  Price  Summit 
Funds 


EARNINGS  PER  SHARE 


1994  ESTIMATES 


BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANAL 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

l/B/E/S  \ 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1 992 

AM  Al  V^T 

FY 

PRICE 

SHARE 

EST, 

RATE 

% 

MILS 

% 

k 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

Block  (H&R) 

04 

38 

5 

20 

112 

2-92 

105.3 

-5 

70 

441 

52.6 

1.68 

1  89 

2.20 

2.1  1 

Countrywide  Credit  Industries 

02 

26 

1 3 

9 

0.44 

1 .7 1 

60.5 

20 

90 

262 

1 75.5 

2.28(b} 

2.94 

4.69 

3.42 

Crawford 

1  A 

1  o 

c 
D 

U.4A 

0  7^ 
Z./  0 

JO.U 

38 

55 

4.4 

1.13 

1.15 

1 .49 

1 .27 

Dean  \A/itter,  Discover 

1  0 

JO 

ft  ACi 

\  .KJD 

1  /  U.O 

NA 

39 

314 

NA 

O 

3.52 

NA 

3.79 

Edwards  (A.  G.) 

02 

30 

15 

10 

0.60 

2.01 

46.7 

28 

46 

180 

50.5 

2.58 

3.07 

4.32 

2.57 

Equifax 

J 

1  o 

U.Do 

Z.JZ 

/  4.V 

1 6 

59 

250 

51.7 

1 .04(b} 

1 .25 

1 .20 

1 .45 

Fannie  Mae 

1 2 

76 

28 

1  1 

2.08 

2.76 

272.7 

1 

85 

1003 

63.7 

6.01 

6.79 

9.52 

7.76 

Federal  Home  Loan  Mortgage 

1 2 

48 

20 

1 2 

0.88 

1 .83 

1 80.3 

-1 

79 

483 

56.8 

3.29 

4.01 

4.45 

4.69 

First  American  Financial 

12 

32 

23 

6 

0.50 

1.55 

1 1.4 

24 

37 

50 

142.0 

4.55 

4.97 

3.63 

4.97 

First  Financial  AAonagement 

1 2 

55 

20 

27 

0  1 0 

Or  .y 

7.7 

84 

342 

7n  1 

/U.I 

z.uO 

U.V/ 

^AA 
Z.40 

Fleet  AAortgage  Group 

1 2 

1 6 

9 

1 8 

0  60 

3  87 

AO 
fly  .J 

ZO 

15 

63 

00  n 
zy  ,u 

U.oo 

NA 

O  0  ,4 
Z.04 

Household  International 

1 2 

33 

2 1 

1 2 

1 .20 

3.64 

94.9 

28 

71 

315 

52.8 

1 .93(b) 

2.75 

2.10 

3.53 

Leucadio  National 

12 

40 

29 

1  1 

0.25 

0,63 

27.8 

0 

27 

81 

31.2 

5.35 

3.67 

8.50 

4.02 

Loews 

1 2 

93 

94 

1 2 

1 .00 

1 .08 

64.0 

-24 

53 

370 

45.2 

-0.33 

7.60 

8. 1 5 

7.98 

iViarsn  oi  /vicLennan 

1 2 

80 

1 7 

1 8 

2.70 

3,37 

73.3 

~  1 2 

64 

431 

37.5 

4.21 

4.52 

4.46 

5.23 

fvierriii  Lyncn 

1 2 

45 

27 

8 

0.80 

1 .76 

2 1 1 .6 

56 

AA 
OO 

A  AO 

1 26.3 

4.18 

6.00 

6. 1 7 

5.02 

Morgan  Stanley  Group 

01 

72 

41 

8 

1 .08 

1 ,51 

73.9 

25 

60 

268 

63.4 

5.90 

8.87 

7.88 

7.72 

PaineWebber  Group 

12 

27 

23 

6 

0.60 

2.25 

49.3 

22 

56 

1 56 

92.4 

4.24 

4.38 

10.43 

3.63 

Primerica 

12 

40 

21 

12 

0.50 

1.25 

241.9 

80 

73 

522 

76,1 

3.34 

3.38 

3.91 

4.03 

Sollie  Moe 

12 

45 

12 

9 

1.20 

2.70 

85.3 

-38 

86 

349 

158.3 

4.21 

4.89 

5.83 

5.59 

Salomon 

12 

46 

34 

10 

0.64 

1.41 

1  10.8 

20 

80 

339 

61.8 

4.18 

4.34 

5.66 

4.63 

Schwab  (Charles) 

12 

32 

6 

15 

0.20 

0,63 

57,7 

86 

38 

125 

1  10.4 

1.39 

2.10 

3  99 

1.91 

SunAmerica 

09 

36 

17 

13 

0.40 

1.13 

33.0 

35 

58 

1 64 

80.5 

1.80 

2.75* 

3  14 

3.38 

Transamerico 

12 

56 

39 

12 

2.00 

3.58 

77.6 

14 

60 

3 1 0 

35.3 

4.1 1 

4.52 

2.98 

4.94 

(b)  INSURANCE 

VKVUr  HVCKHVE 

41 

31 

16 

0.97 

69*9 

10 

59 

221 

ft 

2.06 

3.00 

4.08 

Aetna  Life  &  Casualty 

12 

61 

72 

13 

2.76 

4.52 

111.6 

33 

76 

429 

53.8 

-0.05 

4.88 

4.46 

5.29 

ArLAv 

1 2 

27 

1 3 

1 2 

0.40 

1 .48 

1 03.3 

-2 

55 

263 

38.5 

1 .79 

2.26 

2.53 

2.59 

Allmerico  Property  &  Casualty 

1  2 

57 

55 

1 0 

0-44 

0,78 

20.6 

1 2 

89 

88 

25.9 

6.48 

5.96 

4.86 

6.75 

Allc*#if  A 

MiisiaTe 

1  z 

1  o 

1  1 

V.  1  0 

U.O  1 

A  'in  n 

NA 

94 

231 

NA 

^1  1  'i 

O  A/ 
Z  .OA 

NA 

o  on 
z  .yu 

American  Bankers  Insurance  Grp. 

12 

24 

18 

9 

0.68 

2.33 

17.9 

10 

58 

98 

1 1  1.5 

2.39(b) 

2.54 

3.17 

3.02 

American  General 

1 2 

27 

22 

1 0 

1.10 

4.09 

2 1 6.7 

~6 

69 

502 

37.5 

2.45 

2.65 

3.00 

2.91 

American  International  Group 

1 2 

86 

45 

1 5 

0.40 

0.46 

3 1 7.5 

1 1 

53 

859 

38.2 

5.10 

5.78 

6. 1 1 

6.59 

American  National  Insurance 

1 2 

55 

70 

1  1 

2.20 

4.02 

26,5 

5 

18 

79 

1 2. 1 

6.68 

5,17 

6.81 

5.55 

Aon 

12 

50 

33 

12 

1.80 

3.64 

67.6 

-6 

47 

275 

22.4 

2.89 

4.13 

3.75 

4.59 

Bankers  Life  Holding 

1 2 

2 1 

9 

9 

0.08 

0.38 

54.6 

NA 

26 

95 

NA 

1 .60 

2.32 

NA 

2.68 

Capital  Holding 

1 2 

38 

23 

1 1 

0.73 

1 .91 

101.3 

1 3 

72 

410 

42.8 

3.14 

3.47 

3.62 

3.87 

CCP  Insurance 

z3 

ZZ 

o 

V.vo 

U.  Jz 

ox  n 
zo.U 

1  n 

51 

62 

QQ  n 

1  ^0 

NA 

0  00 
J.JO 

Chubb 

12 

81 

47 

35 

1.72 

2.14 

87.7 

-9 

75 

543 

60.0 

6.96 

2.33 

3.95 

6.90 

Cigna 

1 2 

63 

78 

1 6 

3.04 

4.8 1 

72.4 

9 

82 

407 

52.5 

4.70 

4.08 

4,42 

5.38 

Cincinnati  Financial 

1 2 

52 

39 

15 

1.12 

2. 1 5 

50.2 

-15 

32 

139 

20.6 

3.39 

3.37 

3.68 

3.86 

Citizens 

1 2 

20 

1 4 

1 1 

0.20 

0.99 

36. 1 

NA 

10 

52 

NA 

2.50 

1 .85 

NA 

2. 1 4 

CNA  Financial 

12 

76 

78 

69 

0.00 

0.00 

61.8 

-23 

98 

165 

7.0 

-10.79 

1.10 

1.43 

4.61 

Conseco 

1 2 

58 

33 

1 0 

0.50 

0.87 

25.3 

26 

53 

134 

225.3 

5.56(b) 

5.73 

1 1 .96 

6.63 

Continental  Corp. 

1 2 

30 

39 

26 

1 .00 

3.36 

55  3 

1  1 

75 

288 

67.5 

2.14 

1.13 

1.11 

1 .7 1 

Equitable 

1 2 

25 

1 5 

22 

0.20 

0.8 1 

1 42.4 

76 

38 

166 

57  2 

-0.32 

1.14 

NA 

1 .67 

First  Colony 

12 

26 

21 

12 

0.26 

1.01 

49.3 

-25 

42 

167 

51.6 

3.32 

2.10 

NA 

2.35 

Fremont  General 

1 2 

25 

23 

9 

0.72 

2.94 

1 4.2 

23 

60 

57 

89.2 

2.83 

2.66 

3.68 

3.0 1 

Geico 

1 2 

51 

20 

1 7 

0.68 

1 .32 

70.9 

-2 1 

84 

143 

6.3 

2.39 

2.98 

3.17 

3.34 

General  Re 

1 2 

1 1 0 

56 

1 6 

1 .88 

1 .71 

84.5 

-5 

85 

616 

47,0 

6.84 

6.93 

7.70 

7.9 1 

Hartforci  Steam  Boiler  Inspection 

12 

45 

16 

36 

2.12 

4.71 

20.7 

-23 

52 

183 

31.8 

2.71 

1.24 

1.56 

2.28 

Horace  Mann  Educators 

1 2 

23 

1 4 

1 2 

0.24 

1 .04 

29,0 

-1 9 

48 

97 

32.1 

2.48 

1 .99 

8,33 

2.26 

Jefferson-Pilot 

1 2 

48 

35 

1 4 

1 .56 

3.25 

50.3 

0 

43 

285 

29- 1 

3.99 

3 .50 

4.91 

3.82 

John  Alden  Financial 

1 2 

32 

1 1 

9 

0.28 

0.88 

23.2 

43 

76 

51 

73  1 

3.08 

3.45 

NA 

3,66 

Kemper 

12 

34 

39 

14 

0.92 

2.70 

32.7 

-24 

65 

159 

158.6 

-4.28 

2.40 

1.79 

3.60 

Lincoln  National 

1 2 

44 

33 

1 3 

1 .52 

3.49 

94. 1 

32 

67 

358 

51.1 

3.91 

3,27 

3.71 

3.73 

NWNL 

1 2 

30 

24 

10 

0.80 

2.69 

27.1 

1 8 

74 

144 

1 59.9 

1 .93(b) 

3.1 1 

2.45 

3.39  1 

Ohio  Ccsualty 

1 2 

59 

48 

1 6 

2.84 

4.85 

1 8.0 

-7 

51 

131 

47,7 

5.40 

3.65 

A  no 

A  QQ  ' 
4.00 

Old  Republic  International 

12 

22 

24 

10 

0  44 

2.01 

51.8 

-10 

72 

164 

48.1 

2.95|b) 

2.26 

3.63 

2.59 

Orion  Capital 

1 2 

30 

26 

9 

0.72 

2.39 

1 4.5 

1 8 

78 

104 

46.9 

3.06(b) 

3.30 

3.88 

3.81 

Pioneer  Financial  Services 

12 

1 2 

10 

1 3 

0  00 

0  00 

6  6 

135 

31 

21 

121.8 

-2.85 

0.94 

0.77 

1.14 

Progressive 

1 2 

39 

1 2 

1 5 

0.20 

0.51 

72.1 

45 

60 

200 

48.5 

2.09 

2.64 

1 .99 

2.92 

Protective  Life 

12 

49 

22 

14 

1.04 

2.14 

13.7 

59 

59 

101 

51.5 

3.1 1 

3.57 

11. 30 

3.93  ' 

Provident  Life  &  Accident 

1 2 

29 

26 

1 0 

1 .04 

3.65 

45.3 

0 

47 

126 

1 2.6 

z  .4y 

0  07 

Z .  7/ 

AO 

O  .47 

Reliance  Group  holdings 

1 2 

8 

4 

19 

0.32 

4  1 3 

86  4 

27 

17 

67 

46.9 

-0.57 

0  40 

0.61 

0.72 

Safeco 

1 2 

57 

43 

1 2 

1 .80 

3.17 

62.9 

- 1 

67 

318 

91.7 

4.96 

4.75 

J.  1  U 

O.JO 

Selective  Insurance  Group 

i  2 

30 

23 

18 

1.12 

3.76 

1 3.7 

38 

44 

69 

61.4 

1.97(b) 

1 .66 

1 .54 

2.5 1 

St.  Paul 

12 

89 

58 

1  1 

2.80 

3.16 

42.3 

16 

77 

367 

49.4 

-5.69 

8.36 

9.27 

8.98  ' 

TIG  Holdings 

12 

22 

18 

NM 

0.20 

0.90 

63.7 

NA 

58 

166 

NA 

-0.70 

-2.24 

NA 

1 .53  ' 

Torchmark 

12 

44 

17 

11 

1.12 

2.55 

73.7 

-23 

52 

344 

35  2 

3.58 

4.01 

4.56 

4.44  -1 

Transatlantic  Holdings 

12 

52 

29 

14 

0.28 

0.54 

22.9 

-8 

83 

124 

19.7 

3.13 

3.68 

3.95 

4.32 

Travelers 

12 

32 

33 

48 

1.60 

5.04 

145.6 

18 

71 

341 

65  0 

-8.1 1 

0.66 

0.62 

2.40 

20th  Century  Industries 

12 

26 

12 

12 

0  64 

2.46 

51.4 

-9 

32 

96 

16.4 

2.29 

2.13 

2  78 

2.41 

Unitrin 

12 

42 

39 

15 

1.40 

3.37 

51.8 

-3 

43 

146 

34.1 

3.15 

2.69 

3.08 

3  07 
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Footnotes  on  page  145 


INVESTMENT  SCO 


"How  Can  I  Seek 
Growth  With 
Less  Risk?" 


Althougli  the  stock  market  will  experience  ups  and 
owns,  your  long-temi  needs  remain  the  simie.  So,  it  is 
nportajit  to  keep  a  perspective  on  how  you  ciui  continue 
)  invest  to  meet  those  needs  with  tiie  riglit  bdiuice  between 
le  returns  you  want  and  the  risk  with  wliich  you  feel 
^mfortable. 

Consider  Stock  Investing  For 
Your  Long-Term  Goals 

If  you're  investing  for  long-term  goals,  you 
probably  need  the  kind  of  growth  potential  that  can 
help  your  investments  outpace  inflation.  And,  over 

time  the  stock 
Stock  Market  Performance  market  has  con- 

sistently outper- 
formed other 
types  of  invest- 
ments and  infla- 
tion.' That's  why 
you  should  con- 
sider owning 
stocks  or  stock 
hnids.  However, 
ius  the  chart  il- 
lustrates, short- 
term  volatility  is 
inevitable. 


■87 


■90 


■91 


■92 


Illustration  of  the  tiypottietical  growth  of  a  $1 .000  investment 
in  the  S&P  500'  made  on  9/30/66.  This  chart  does  not 
imply  future  performance  of  the  S&P  500  or  any  Fidelity  fund 


Fidelity 


T\vo  Fidelity  Funds  to  Help  You 
Manage  Risk 

Fidelity's  stock-picking  expertise  starts  with 
a  research-intensive,  "one  stock  at  a  time" 
approach.  It's  the  Fidelity  tradition.  We've  been 
managing  stock  funds  ^^^jj^i^ii^j^i^^f^ff^f^f^^^ 
since  1946  to  help  |,yj|,yj,j|j|y,jjjjjy,|j^ 

investors  like  you  meet        Fidelity  Puritan  Fund 
your  long-term  goiils.         i  year  22.65°''° 

Fidelity  Puritan  Fund  5  year  "B.98°° 
invests  in  domestic  and  for-  ^  ^^'^ 

eign  stocks  ;uid  bonds.  And  ^^^'^ 
the  hind  hiLS  paid  quarterly     Fidelity  Equity-income  11 
dividends  for  the  piist  46      1  year ... .  24.3Z» 

years.  Tliis  approach  hiis      Life  of  fund  27.ir° 

lielped  the  fund  weather 

market  downturns  better  than  more  aggressive 

stock  funds. 

Fidelity  Equity- Income  II  Fund  pur- 
chiLses  domestic  and  foreign  stocks  that  offer 
growth  potential,  but  with  an  income  cushion  of 
dividends  to  moderate  lisk.  As  with  all  stock 
investments,  each  hind's  share  price  and  return 
will  fluctuate. 

Sum  with  $2500,  or  just  $500  for  IRAs.  And 
there  is  no  sales  charge. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-3898 


Investments' 

Common  settse.  Uncommon  results. 


)tal  returns  for  the  petiod  ending  ')/,i()/93  are  historical  and  include  change  in  share  price  and  reinvestitieiit  of  dividends  and  capital  gains.  Average  annual  total  returns 
r  Puritan  Ftind  do  not  include  the  elfect  of  the  fund's  2%  sales  charge  which  is  waived  through  1 2/.^  I  A)5.  Life  of  fund  figure  for  I'xiuily-lncoine  II  is  front  H/2 1  A)0.  You  may 
ive  a  gain  or  loss  when  you  sell  shares.  Past  perfoi  iiiance  is  no  guarantee  of  the  future  results.  The  S&P  SOd,  a  registered  trademark  of  Standard  &  Poor's  Cotporation,  is  an 
'imanaged  index  of  common  slocks  and  includes  investment  of  dividends.  'Slocks,  Bonds.  Bills,  ami  liijhtion  1993  yearbook".  Ihhotson  Associates,  Chicago.  Used  with 
irmission.  All  rights  reserved.  For  more  coni|)lete  information,  including  charges  and  expenses,  call  for  a  current  fund  prospectus.  Read  it  carefully  before  you  invest  or  send 
oney.  Fidehty  Distribiilors  Corporation  2r 


EARNINGS  PER  SHARE 


1994  ESTIMATES 


BOOK 

P-E 

1993 

MARKET 

1993 

l/B/E/5 

BASED 

FROM  ANAL 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1993 

ON 

l/B/E/S 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON- 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS. 

% 

NUMBER 

°° 

ACTUAL 

EST 

TREND 

SENSUS 

UNUM 

1 2 

49 

27 

1  3 

0  80 

1  62 

79  5 

9 

73 

364 

47  3 

3  70 

3  7 1 

J.  I  / 

A  OA 
4  .ZU 

USF&G 

12 

13 

1  1 

28 

0.20 

1 .50 

84.9 

9 

40 

248 

89.4 

-0.16 

0.48 

NA 

0.94 

USLife 

12 

38 

42 

10 

1.24 

3.24 

22.6 

6 

69 

228 

47.4 

3.05 

4.00 

3.92 

4.26 

(c)  SAVINGS  &  LOAN 

GROUP  AVERAGE 

18 

22 

12 

0.33 

1.57 

59.5 

49 

66 

156 

89.0 

0.17 

0.02 

2.77 

1.60  \ 

Ahmanson  (H.  F.) 

12 

19 

24 

NM 

0.88 

4.66 

1  16.9 

-2 

90 

267 

56.9 

1.19 

-1.31 

NA 

2.19 

California  Federal  Bank 

12 

12 

34 

NM 

0.00 

0.00 

25.0 

-18 

47 

56 

138.7 

-10.45 

-5.14 

NA 

-0.97 

Coast  Savings  Financial 

12 

13 

21 

1  1 

0.00 

0.00 

18.5 

38 

72 

66 

127.0 

2.27 

1.16 

1.25 

1.67 

Dime  Savings  Bank  of  N.  Y, 

12 

8 

10 

14 

0.00 

0.00 

56.5 

21 1 

45 

85 

131.9 

0.44 

0.52 

NA 

0.68 

Glendale  Federal  Bank 

06 

7 

22 

NM 

0.00 

0.00 

31.8 

148 

36 

43 

41.5 

NA 

-4.02* 

NA 

-1.50 

Golden  West  Financial 

12 

39 

30 

9 

0.30 

0.78 

64.0 

-1  1 

69 

286 

46.4 

4.46 

4.36 

5.57 

4.77 

Great  Western  Financial 

12 

18 

16 

17 

0.92 

5.18 

131.9 

2 

84 

281 

94.2 

0.30 

1.03 

0.60 

1.99 

Standard  Federal  Bank 

12 

29 

22 

8 

0.56 

1  95 

31.3 

24 

86 

163 

75.3 

3.00 

3.54 

3.68 

4.00 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  AVERAGE 

32 

13 

22 

0.24 

0.60 

95.4 

28 

59 

240 

212.0 

0.30 

0.84 

2.00 

1.93  1 

(a|  BUSINESS  MACHINES  &  SERVICES 

GROUP  AVERAGE 

27 

8 

21 

0.36 

1.16 

47.1 

68 

55 

165 

119.3 

1.09 

1.36 

1.39 

1.68 

Anacomp 

09 

4 

0 

15 

0.00 

0.00 

40.6 

-10 

36 

60 

61.6 

0.42 

0.26* 

0.25 

0.40 

cue  International 

01 

33 

2 

45 

0.00 

0.00 

n  1.3 

83 

83 

299 

67.7 

0.56 

0.75 

1.27 

0.97 

Deluxe 

12 

35 

9 

16 

1.44 

4.13 

82  6 

-27 

59 

370 

45.7 

2.42 

2  14 

2.52 

2.54 

Egghead 

03 

9 

8 

24 

0.00 

0.00 

17.1 

-12 

29 

44 

216.4 

0.41 

0  36 

0.24 

0.68 

HON  Industries 

12 

28 

5 

22 

0.40 

1.43 

32.0 

18 

28 

77 

18.4 

1.18 

1,30 

1.54 

1.48 

Intelligent  Electronics 

01 

27 

6 

25 

0.32(c| 

1.20 

34.6 

97 

49 

119 

345.2 

0.58 

1.09 

1.39 

1.48 

Merisel 

12 

15 

7 

15 

0.00 

0.00 

29.5 

45 

57 

82 

124.2 

0.67 

0,95 

0.59 

1.24 

MicroAge 

09 

36 

1 4 

21 

0.00 

0.00 

7.9 

517 

52 

49 

256.3 

0.89 

1 ,73' 

1 .34 

2.20 

Miller  (Herman) 

05 

30 

12 

21 

0.52 

1.75 

25.2 

67 

55 

1 1  1 

89.6 

0.88 

1,43 

091 

1.77 

Pitney  Bowes 

12 

42 

1  1 

18 

0.90 

2.14 

157.8 

6 

76 

549 

35.5 

1.96 

2  28 

2  42 

2.60 

Reynolds  &  Reynolds 

09 

42 

1 0 

1 8 

0.52 

1 .23 

27. 1 

72 

57 

1 72 

53.9 

1 .62 

2.40* 

2.37 

2.83 

Standard  Register 

1 2 

20 

1 2 

1 4 

0.64 

3.16 

28.7 

1 3 

75 

1 05 

34.3 

1 .37 

1 .46 

1 .34 

1 .64 

01 

30 

]  ] 

1 9 

0  00 

0.00 

1 8.3 

1 6 

59 

1 1 3 

203.0 

1 .26 

1 .58 

1 .91 

1 .99 

fLl  #'/\  U  BUTE  B  C  D  BCBIBUEBAIC 

(□}  COMPUTKR5  di  PERIPnEKALS 

VKWUr  HwEKHVE 

30 

ly 

19 

0.25 

0.40 

98.4 

4 

58 

285 

282.3 

-0.54 

0.04 

2.32 

1.98  1 

Amdahl 

1 2 

6 

7 

NM 

0.00 

0.00 

1 1 4.5 

-23 

26 

1 57 

62.4 

-0.06 

-1 .28 

NA 

0.02  \ 

Apple  Computer 

09 

32 

1  7 

43 

0.48 

1 .52 

1 15.6 

-48 

55 

471 

405.7 

4  33 

0.73* 

1  .3  1 

1 .80 

AST  Research 

06 

25 

1 0 

NM 

0.00 

0.00 

31 .6 

1 8 

42 

106 

437.0 

2.16 

-1 .72* 

NA 

1 .83 

Compac]  Computer 

1  o 
1  z 

/  Z 

z  V 

1 4 

A  An 

A  AA 
U.UU 

OZ.O 

4  1  z 

J  1  J. 4 

Z  .00 

J.zU 

1  TA 

6  03 

Conner  Peripherals 

1 2 

1 3 

4 

NM 

0.00 

0.00 

49.9 

-33 

60 

1 53 

309.6 

2.19 

-2.40 

NA 

0.90 

Cray  Research 

12 

26 

29 

1  2 

0.00 

0.00 

26.3 

16 

82 

1 98 

100.4 

-0.56 

2  23 

2.26 

2.44 

Data  General 

09 

10 

1 1 

NM 

0.00 

0.00 

34.8 

-14 

76 

159 

89.8 

-1 .91 

-1 .73* 

NA 

0.12 

Dell  Computer 

01 

27 

8 

NM 

0.00 

0.00 

37.3 

-42 

29 

1 29 

924.8 

2.59 

-1.13 

NA 

1 .74 

Digital  Equipment 

06 

37 

36 

NM 

0.00 

0.00 

1 35. 1 

1 2 

70 

443 

1  1 1 .7 

-1 8.50 

-1 .93* 

NA 

1.12 

Hewlett-Packard 

10 

74 

33 

16 

1 .00 

1  36 

254.3 

7 

59 

819 

70.5 

3.49 

4.65* 

4.08 

5.46 

Intergraph 

12 

1 0 

1 5 

NM 

0.00 

0.00 

45.5 

-29 

46 

1 60 

85.3 

0. 1  8 

- 1 .00 

NA 

0.15 

International  Business  Machines 

12 

54 

35 

NM 

1 .00 

1 .86 

578.4 

8 

37 

922 

91 .7 

-12.03 

-0.20 

NA 

2.02 

Maxtor 

03 

7 

3 

NM 

0.00 

0.00 

29.4 

-53 

37 

62 

424.7 

1 .46 

-5  34 

NA 

0.1 1 

Quantum 

03 

1 4 

8 

NM 

0.00 

0.00 

43.4 

-5 

72 

165 

364.5 

2.05 

-0.36 

NA 

1.30 

Seagate  Technology 

06 

24 

16 

9 

0.00 

0.00 

69.4 

28 

69 

202 

427.1 

0.92 

2.80* 

3.15 

2.64 

Silicon  Graphics 

06 

44 

10 

36 

0.00 

0  00 

66.5 

58 

73 

241 

128,5 

-2.19 

1.20* 

1.56 

1.65 

Storage  Technology 

12 

29 

25 

NM 

0.00 

0,00 

41.6 

39 

64 

151 

347.8 

0.37 

-0.55 

NA 

2.16 

Sun  Microsystems 

06 

27 

16 

18 

0.00 

0.00 

96.6 

-27 

78 

324 

397,8 

1.71 

1.49* 

2.15 

2.16 

Tandem  Computers 

09 

10 

6 

NM 

0.00 

0  00 

1 12.9 

-30 

66 

253 

102.7 

-0.38 

-4.72* 

NA 

0  85 

Tondy 

12 

46 

22 

19 

0.60 

1.32 

63.1 

53 

51 

286 

104.2 

2.24 

2.43 

2.04 

2.97 

3Com 

05 

36 

9 

18 

0.00 

0.00 

30.3 

34 

65 

172 

1023.8 

1.22 

1.98 

1.01 

2.41 

  t 

Unisys 

12 

12 

6 

9 

0.00 

0.00 

163.1 

14 

32 

252 

140.1 

1.06 

1.25 

NA 

1.47 

Western  Digital 

06 

10 

4 

NM 

0.00 

0.00 

35.4 

38 

44 

60 

236.8 

-2.49 

-0.79* 

NA 

035  , 

Xerox 

12 

82 

44 

NA 

3.00 

3.64 

103.9 

14 

86 

547 

75.3 

-3.32 

NA 

NA 

5.81  ^ 

(c|  COMPUTEk  :^OFTWARE&  SERVICES 

GROUP  AVERAGE 

41 

10 

26 

0.11 

0.43 

135.2 

31 

66 

230 

177.4 

0.99 

1.68 

2.50 

2.08 

Automatic  Data  Processing 

06 

55 

n 

27 

0.52 

0.94 

140.4 

2 

70 

534 

41.4 

1  84 

2.08* 

2.37 

2.37  \ 

Ceridian 

12 

19 

-2 

18 

0.00 

0.00 

43.0 

24 

85 

181 

60.5 

-0.69 

1.05 

NA 

\.27 

Cisco  Systems 

07 

56 

4 

42 

0.00 

0.00 

123.7 

46 

85 

440 

454,0 

0,67 

1.33* 

3.61 

2.21 

Comdisco 

09 

18 

16 

9 

0.32 

1.74 

39.3 

24 

45 

116 

46  8 

0.49 

1.97* 

0,99 

2.17 

CompUSA 

06 

28 

9 

42 

0.00 

0.00 

18.1 

1 

72 

123 

259  4 

0.64 

0.67* 

NA 

0.77 

Computer  Associates  International  03 

40 

7 

19 

0.14 

0.35 

165.9 

94 

56 

390 

78.5 

1.44 

2.10 

1.91 

2.48 

Computer  Sciences 

03 

98 

44 

19 

0.00 

0.00 

16.7 

27 

79 

248 

70.6 

4.66 

5.28 

5.56 

6.08 

Computervision 

12 

3 

1 

NM 

0.04 

1.28 

48.0 

-46 

42 

41 

82.4 

-3,46 

-0.64 

NA 

0.18 

Electronic  Data  Systems 

12 

29 

13 

19 

0.40 

1  40 

259.6 

-7 

60 

420 

59,7 

1,33 

1.51 

1.73 

1.72 

First  Data 

12 

40 

8 

26 

0  12 

0.30 

1 10.2 

15 

91 

289 

55,7 

1.30 

1.55 

NA 

1.83 

Lotus  Development 

12 

46 

1 1 

29 

0.00 

0.00 

44.0 

146 

92 

271 

610,0 

1.87 

1.59 

1.50 

2.02 

Microsoft 

06 

80 

12 

25 

0.00 

0.00 

283.0 

-5 

37 

767 

168.9 

2.41 

3.15* 

4.95 

3.67 

Novell 

10 

24 

4 

26 

0.00 

0.00 

315  9 

-13 

65 

609 

240  0 

0.81 

0  92 

1.65 

1.14 

Oracle  Systems 

05 

32 

2 

35 

0.00 

0.00 

284  9 

124 

61 

407 

255.6 

0.49 

0.90 

0.69 

1.14 

Footnotes  on  page  145 
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POWERFUL  YES.  BUT  YOU 
CAN  HANDLE  IX  V\^IXH  THE  NEW^ 
POWDER  OE  A  SMARXLEASE. 


Nnrthstar  System:  .UA  'alir.  271)- ff  I'  \  S  •  Koiitl-St'ii.sinsi  Suspension  •  Ihu  tioti  Control  »  MiS  •  PIks  Dual  Mr  l}(ii(s  •  Call  l-S()0-.lll4(: M) 


Seville  SLS 


W^itli  the  new  power  of  its  Northstar  System,  the  new 
■Seville  SLS  is  a  drivinf;  three.  At  its  heart  and  soul,  Seville 
SLS  features  the  quiek  response  of  a  27()-h()rsep()wcr 
Morthstar  V8,  to  create  a  hif^her  standard  of  power  and 
5erformance.  And  now,  (ladillaes  SniartLease,,,  puts  a  new 
■Jeville  SLS  within  your  srasp  for  $539  a  month  for  24  months 
vith  $2,170  down.  See  your  (ladillac  dealer  soon  for  details. 
The  new  Seville  SLS.  Powerful  ves,  but  vou  can  handle  it. 


2.4  Mour/isy^'^2.,i-70  Down 


Seville  SLS 

Creating  A  Higher  Standard 


ur  purticipiitiiij*  dealer  (or  qualification  details.  I'irst  nioiUh's  lease  pa>  tnent  ol  tost  ol  $  V).4H4  tiir  .(  totjl  ot  inoTithly  pavniciits  iit*  $1 2,M.V).  V)ur  [Xivnicnts  mjy  lie  higher  or  Inucr. 

75  refundable  security  deposit  and  consumer  down  payment  of  $2,170  f»)r  a  total  ol  l';i\niL-nts  mj\  lie  slightly  higher  in  Al.ilianij,  Arkdnsas,  Hawaii,  Icxas  and  Virginia.  Option  to 

due  at  lease  signing.  Ia\cs.  license,  title  fees  and  insLirancc  extra,  V>u  must  take  retail  piirchase  at  lease  end  for  $2K,6.S4,  Mileage      Alw.ivs  wear  safciy  bclis  even  wiilijir  i>jks  .__ 

out  of  dealer  stock  In  12/,11/9.1,  (ATM:  must  approve  lease.  Kxamplc  hased  on  a  TI'M  iharge  of  $.111  per  mile  over  .Ml.dOII  miles.  Lessee  ©  iwi      (:,«p  Ml  riKhiMestrvcJ  tes^^M 

$42.7(B  MSkI'  mcliKling  destination  charge.  Monthly  pavmcnt  is  based  on  S  capitalized  pjvs  forexcessnc  ucar  and  use.  C  MIN  I,  \( :,,  MIR  I I  IS  l,\U.  sl.\  IIJ.E,  L»Ka« 


 umiiu  hTIBiW^ 


II  iiiiiiiiiiiiiiiiiiiwiiiwiiiniiiimimifiiiBiiiifi 


COMPANY 


BOOK       PE  1993 

RECENT    VAIUE  RATIO  DIVI- 

SHARE      PER        1993  DEND 

FY         PRICE     SHARE       EST  RATE 


SHRS. 
OUT 
MILS 


1993 
MARKET 
VALUE 
CHANGE 

% 


,  1993 
INSTITUtlONAL  TURN 
HOLDINGS  nVFR 


EARNINGS  PER  SHARE 

1994  ESTIMATES 


1/8/E/S  BASED  tXOI^M 

1993  ON  l/B/E/S 

1992        ANALYST  5-YEAR  CON- 

ACUAL  EST  TREND  SEN5US 


19  PAPER  &  FOREST  PRODUCTS 


INDUSTRY  AVERAGE 

39 

24 

37 

1.03 

3.11 

82.4 

3 

60 

318 

60.7 

0.47 

0.83 

1*11 

1*88 

(a)  FOREST  PRODUCTS 

CROUP  AVERAGE 

46 

22 

41 

0.94 

2.08 

99.5 

21 

60 

383 

91.8 

-0.10 

0.85 

1.32 

2.30  • 

Boise  Coscode 

1 2 

23 

27 

NM 

0.60 

2.61 

38.0 

9 

67 

208 

90.4 

-4.79 

-3. 1 1 

NA 

-0  54  1 

Geor^iO'Pocif  ic 

1 2 

74 

28 

1 02 

1 .60 

2.18 

89.7 

20 

61 

479 

96  4 

-0  69 

0  72 

0  56 

2  99 

Louisiana-Pacific 

12 

42 

14 

18 

0.44 

1  05 

109.8 

41 

56 

364 

112  2 

1.63 

2.35 

1.62 

3.09 

Weyerhaeuser 

12 

44 

19 

19 

1.20 

2.74 

205.0 

19 

57 

634 

78.3 

1.83 

2.26 

1.94 

3.07 

Willamette  Industries 

12 

48 

23 

24 

0  88 

1  83 

54.8 

16 

59 

232 

81  9 

1.52 

2.01 

1.14 

2.90 

(b)  PAPER 

GROUP  AVERAGE 

36 

24 

35 

1.07 

3.50 

75.8 

2 

60 

293 

48.7 

0.69 

0.82 

1.02 

1.71 

Bowater 

12 

20 

20 

NM 

0.60 

2.98 

36.4 

-16 

66 

130 

70.4 

-2.64 

-2.25 

NA 

-0.86 

Champion  International 

12 

31 

32 

NM 

0.20 

0.65 

93.0 

7 

76 

321 

43.0 

-0.15 

-1.54 

NA 

-0.02  25 

Chesapeake 

12 

24 

15 

71 

0.72 

2  98 

24.4 

23 

53 

106 

39.7 

0.63 

0  34 

0.24 

0.96 

Consolidated  Papers 

12 

45 

21 

28 

1.28 

2  84 

44.0 

12 

27 

152 

52.0 

115 

1  61 

1.07 

2.42 

International  Paper 

12 

67 

50 

28 

1.68 

2  52 

123.5 

1 

62 

577 

80.3 

117 

2.37 

1.22 

3.48 

James  River  Corp.  of  Virginia 

12 

19 

19 

NM 

0.60 

3  18 

81.6 

2 

85 

263 

45.9 

-1.82 

-007 

NA 

0.86 

Kimberly-Clark 

12 

53 

15 

17 

1.72 

3.25 

160.9 

-10 

65 

580 

45.6 

2.15 

3.16 

2.96 

3  52 

Manville 

12 

8 

6 

39 

1.04 

12  61 

122.3 

-5 

12 

73 

10.9 

0.22 

0  21 

0  14 

0.23 

Mead 

12 

42 

26 

19 

1.00 

2.36 

59.1 

12 

81 

326 

56.7 

0.63 

2.24 

0.74 

3.02 

Potlatch 

12 

47 

31 

41 

1.56 

3.33 

29.2 

2 

42 

217 

37.8 

2.71 

114 

114 

2.53 

Scott  Paper 

12 

38 

27 

23 

0.80 

2  12 

74.0 

6 

75 

409 

66.8 

2.26 

1.63 

1.26 

2.42 

Union  Camp 

12 

47 

26 

50 

1  56 

3,35 

69  8 

1 

74 

399 

55.1 

0.61 

0.93 

0.49 

1.90 

Westvaco 

10 

33 

27 

39 

1.10 

3.36 

66  8 

-5 

56 

259 

28.5 

2.06 

0.85* 

0.96 

1.80 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  AVERAGE 

87 

27 

33 

0.96 

1.69 

111.1 

20 

51 

301 

50.3 

2.78 

3.79 

4.35 

4.37 

(a)  BROADCASTING 

GROUP  AVERAGE 

158 

47 

51 

0.38 

0.34 

143.2 

43 

46 

289 

58.1 

4.76 

6.85 

13.60 

7.71 

Capital  Cities/ABC 

12 

633 

249 

22 

0.20 

0.03 

16-5 

25 

83 

469 

39  1 

23.45 

28.24 

26.40 

32.93 

CBS 

12 

308 

71 

17 

2.00 

0.65 

15.5 

89 

87 

389 

96.2 

10.51 

18.18 

13.61 

18.55 

Comcast 

12 

37 

-6 

NM 

0.14(c) 

0  38 

146.1 

104 

28 

259 

73.6 

-1.62 

-0.72 

NA 

-0.45  * 

Gaylord  Entertainment 

12 

24 

2 

57 

0.24 

1.00 

84.0 

17 

29 

1  17 

17  6 

0.35 

0.42 

0.79 

0.65 

Tele-Communications 

12 

30 

4 

104 

0.00 

0.00 

430.9 

42 

72 

560 

154.8 

-0.08 

0.29 

NA 

0.45 

Turner  Broadcasting  System 

12 

24 

-1 

66 

0.07 

0.29 

188.9 

15 

15 

114 

17.8 

0.13 

0.37 

NA 

0.49 

Viacom 

12 

49 

8 

41 

0.00 

0.00 

120.8 

1  1 

7 

116 

7.5 

0.55 

1.19 

NA 

1.38 

(b)  PUBLISHING 

GROUP  AVERAGE 

55 

17 

25 

1.24 

2.32 

96.1 

9 

53 

306 

46.7 

1.85 

2.26 

2.21 

2.70 

Commerce  Clearing  House 

12 

17 

3 

35 

0.70 

4.18 

34  2 

-10 

27 

69 

10.8 

-0.39 

0  48 

0.44 

0.76 

Dow  Jones 

12 

36 

15 

25 

0.80 

2.23 

99.3 

31 

43 

249 

33.3 

1.17 

1.45 

NA 

1.72 

Dun  &  Bradstreet 

12 

62 

10 

19 

2.44 

3.91 

177.0 

7 

75 

692 

36.6 

3.10 

3.35 

3.33 

3.73 

Gannett 

12 

56 

12 

20 

1.32 

2  37 

146.7 

1 1 

68 

564 

42.0 

2.40 

2.73 

2.53 

3.11 

Knight-Ridder 

12 

58 

22 

21 

1.40 

2.43 

54.7 

-1 

63 

313 

478 

2.65 

2.72 

2.62 

3.26 

McGraw-Hill 

12 

70 

18 

NA 

2.28 

3.27 

49.4 

14 

67 

373 

49  7 

3  13 

tt 

3.82 

tt 

tT  Because  Business  Week  is  owned  by  McG 

raw-Hi! 

,theS 

coreboa 

d  does  not  include 

forecasts 

of  the  com 

pany 

s  earnings. 

Meredith 

06 

40 

19 

33 

0.64 

1.61 

14.4 

40 

53 

160 

51.6 

0.06 

1  22* 

0.25 

1.41 

New  York  Times 

12 

25 

14 

33 

0.56 

2  25 

69.8 

-17 

62 

246 

70.0 

-0.14 

0.75 

048 

1.02 

Reader's  Digest  Association 

06 

43 

7 

20 

1.40 

3.27 

116.5 

-22 

35 

307 

49.4 

1.95 

2  16* 

2.48 

2.27 

Scripps  (E.  W.) 

12 

28 

10 

27 

0.44 

1.55 

74.6 

15 

19 

61 

7.0 

1.43 

1.05 

1.15 

1.20 

Time  Warner 

12 

44 

3 

NM 

0.32 

0.73 

376.3 

53 

67 

663 

67.5 

-1.46 

-0.67 

NA 

-0.01  2i 

Times  Mirror 

12 

31 

14 

27 

1  08 

3.46 

128.6 

0 

45 

294 

29.9 

0.44 

1.17 

0.45 

1.48 

Tribune 

12 

56 

13 

22 

0.96 

1.72 

66.8 

19 

52 

322 

40.1 

1.82 

2  56 

1.91 

3.08 

Washington  Post 

12 

237 

89 

20 

4.20 

1  77 

118 

3 

55 

185 

16  4 

10  80 

1  1.80 

8  75 

13.48 

Western  Publishing  Group 

01 

18 

8 

22 

0.00 

0.00 

21.0 

14 

65 

95 

148.8 

0.80 

0.83 

057 

1.25 

21  SERl^SCE  INDUSTRIES 

INDUSTRY  AVERAGE 

26 

10 

23 

0.39 

1.48 

60.3 

5 

58 

190 

65.2 

1.26 

1.46 

1.52 

1.71 

[a]  CONSTRUCTION  ft  ENGINEERING 

CROUP  AVERAGE 

28 

10 

19 

0.58 

2.16 

47.3 

7 

58 

248 

65.2 

1.22 

1.47 

1.67 

1.65 

EG&G 

12 

18 

8 

13 

0.52 

2  93 

56.0 

-1 1 

66 

225 

47.8 

1  56 

1,39 

1.61 

1.51 

Fluor 

10 

42 

12 

21 

0.48 

1.13 

81.9 

2 

52 

392 

63.0 

1.65 

2.03* 

2.66 

2  22 

Foster  Wheeler 

12 

33 

1 1 

21 

0.66 

1.98 

35.7 

16 

57 

251 

71.4 

1.28 

1.58 

1.74 

1.77 

Jacobs  Engineering  Group 

09 

25 

7 

22 

0.00 

0.00 

24.3 

-6 

41 

98 

48.3 

1.1  1 

1.15* 

1  70 

1.31 

McDermott  International 

03 

27 

12 

18 

1.00 

3.70 

53.1 

20 

81 

305 

84  6 

1.29 

1.54 

NA 

1.84 

Morrison  Knudsen 

12 

25 

12 

22 

0.80 

3.20 

32.6 

23 

49 

214 

75.9 

0.44 

1.12 

0.64 

1.26 

{b|  INDUSTRIAL  DISTRIBUTION 

GROUP  AVERAGE 

31 

13 

21 

0.34 

1.38 

41.1 

10 

58 

162 

79.7 

1.29 

1.68 

1.65 

2.00 

Arrow  Electronics 

12 

37 

14 

15 

0.00 

0.00 

31.1 

37 

72 

176 

143  5 

1.81 

2.49 

2.58 

2.97 

Avnet 

06 

36 

26 

19 

0.60 

1.66 

40.5 

20 

80 

222 

93  3 

1.42 

1  91* 

1  80 

2.43 

Bearings 

06 

28 

19 

23 

0.64 

2.30 

7.3 

24 

58 

56 

26.9 

-0.24 

1.23* 

0.77 

1.67 
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INVESTMENT  SCO 


HOW 
JOHNSON  WAX 

GOT  A 
lEAUTIFUL  FINISH 
IN  THREE 
EASY  STEPS. 


OLSTEN  SUCCESS  STORY  #76  -  JOHNSON  WAX 


en  a  leading  manufacturer  of 
usehold  products  wanted 
increase  productivity  and 
iciency,  where  did  they  turn? 
;ten  Staffing  Services.  We 
ped  Johnson  Wax  with  their 
>plemental  staffing  needs  on 
jry  level  from  corporate  to 
fnufacturing.  Perhaps  we  could 
e  your  company  a  terrific  new 
:er.  To  find  out  more  about  Olsten's 
omized  services,  call  1-800-225-8367 
:ontact  Allen  Gershlak,  Senior  Vice 
;ldent  Partnership  Programs,  One 
rick  Avenue,  Westbury,  NY  11590. 


fc 


Olsten 

Staffing  Services' 


The  Working  Solution' 


©1993  Olsten  Corporation  EOE  M/F/DA/ 


EARNINGS  PER  SHARE 


1993 

1994  ESTIMATES 

BOOK 

P£ 

1993 

MARKET 

1993 

l/B/E/S 

BASED 

FROM  ANA 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN 

1993 

ON 

l/B/E/S 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON- 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

Fisher  Scientific  International 

1  o 
1  z 

oA 

I  U 

1  7 

Pt  AQ 
U.Uo 

0.24 

1 6.0 

1  1 

81 

1  14 

72.2 

1 .66 

1 .98 

1.66 

2.28 

Genuine  Parts 

12 

38 

I  1 

18 

1 .06 

2.83 

124.2 

20 

65 

396 

25.0 

1 .92 

2.09 

2.16 

2.31 

Grainger  (W.  W.) 

12 

59 

18 

21 

0.72 

1  23 

50.7 

-6 

64 

346 

43.5 

2.58 

2  80 

2  96 

3.19 

Kaman 

12 

10 

9 

10 

0.44 

4  63 

18.0 

-5 

40 

78 

55.8 

0.95 

0.98 

0  93 

Marshall  Industries 

05 

45 

25 

13 

0.00 

0.00 

8.5 

18 

79 

89 

45.5 

2.77 

3.45 

3.25 

4. 1 2 

Monk-Austin 

06 

15 

9 

9 

0.16 

1.07 

18.1 

-23 

14 

47 

29.8 

1.52 

1.68* 

NA 

1.82 

Office  Depot 

12 

32 

5 

51 

0.00 

0.00 

90.9 

43 

68 

262 

86.7 

0.41 

0.63 

0.79 

0.84 

Premier  Industrial 

05 

28 

5 

24 

0.36 

1.30 

85.8 

5 

20 

131 

8.7 

1.02 

1.16 

1.21 

1.31 

Staples 

01 

35 

1  1 

34 

0.00 

0.00 

23.3 

-12 

89 

154 

396.0 

0.75 

1.04 

1  44 

1  32 

Univar 

02 

1 1 

8 

25 

0.30 

2.73 

19.6 

-5 

17 

38 

9.3 

0.26 

0.44 

0.25 

0.71 

(c)  POLLUTION  CONTROL 

GROUP  AVERAGE 

19 

7 

40 

0.32 

1.25 

222.1 

-21 

50 

364 

48.1 

0.80 

0.81 

1.02 

1.07 

Air  &  Water  Technologies 

10 

15 

9 

94 

0.00 

0.00 

24.8 

15 

62 

77 

35.7 

-0  40 

0.16 

NA 

0.49 

Browning-Ferris  Industries 

09 

25 

9 

22 

0.68 

2.72 

171.7 

-3 

67 

450 

61.1 

111 

1.15* 

V./  1 

1  Al 

1 .4/ 

Chemical  Waste  Management 

12 

8 

3 

30 

0.00 

0.00 

209  1 

-62 

19 

139 

31.8 

0.63 

0.27 

0.34 

0.46 

WMX  Technologies 

1 2 

26 

8 

16 

0.60 

2.27 

482.7 

-35 

50 

788 

64.0 

1 .86 

1.64 

1.95 

1.87 

(d|  PRINTING  &  ADVERTISING 

CROUP  AVERAGE 

27 

7 

25 

0.48 

1.42 

57.7 

-9 

67 

211 

62.5 

1.60 

1.68 

1.81 

1.71 

ADVO 

09 

16 

6 

77 

0.08 

0.49 

20.1 

-8 

66 

81 

46.1 

0.89 

0.21* 

1  A 1 
1  .U  1 

Banto 

12 

32 

14 

16 

0.48 

151 

20.0 

15 

73 

160 

93.5 

1.79 

2.01 

2  20 

2.27 

Donnelley  (R.  R.)  &  Sons 

1 2 

29 

12 

1  9 

0.56 

1  95 

1 54.1 

-13 

72 

415 

30.7 

1 .51 

1 .55 

1 .56 

1.82 

Interpublic  Group 

12 

30 

7 

18 

0.50 

1.65 

75.1 

-13 

78 

314 

63.6 

1.50 

1  69 

1 .91 

1 .92 

Omnicom  Group 

12 

42 

10 

16 

1.24 

2.93 

33.7 

22 

69 

219 

77.5 

2.31 

2.72 

2  91 

Valassis  Communications 

06 

10 

-7 

5 

0.00 

0.00 

43.3 

-55 

45 

78 

63.4 

1.62 

1.89* 

NA 

0.13 

(e)  OTHER  SERVICES 

GROUP  AVERAGE 

22 

10 

19 

0.34 

1.37 

36.9 

13 

57 

129 

57.1 

1.23 

1.33 

1.33 

1.63 

Adia  Services 

12 

23 

17 

17 

0.16 

0.70 

12.6 

37 

16 

35 

14.7 

0.97 

1.35 

0.91 

1.60 

Borg-Warner  Security 

1 2 

20 

1 

1  4 

0.00 

0.00 

22.6 

NA 

70 

50 

45.4 

2.94 

1 .43 

NA 

1.95 

CDI 

1  2 

1 2 

6 

3 1 

0.00 

0.00 

19.7 

46 

29 

37 

14.5 

0.17 

0.40 

0.19 

0.72 

Handleman 

04 

1 2 

9 

10 

0.44 

3.71 

33.4 

-15 

65 

206 

74.4 

1 .32 

1.17 

1.18 

1.37  ! 

InaCom 

12 

17 

14 

1 1 

0.00 

0.00 

9.8 

37 

74 

59 

159.9 

1.25 

1.57 

1.22 

2.16 

Kelly  Services 

12 

28 

10 

23 

0.64 

2  28 

37.7 

-20 

41 

114 

41  9 

1.04 

121 

0.95 

1.45 

AAanpo>^er 

1 2 

1 6 

2 

30 

0  00 

0  00 

73  6 

1 2 

88 

147 

41  1 

—0  54 

0  54 

NA 

0.69 

Olsten 

12 

26 

7 

23 

0.24 

0.93 

26.6 

-3 

76 

143 

101.8 

0.87 

1.13 

0.98 

1.55 

PHH 

04 

42 

27 

12 

1.20 

2.87 

17.3 

4 

81 

160 

31.9 

3.26 

3.62 

3.48 

4.08 

Pinkerton's 

12 

20 

14 

14 

0.00 

0.00 

8.2 

-6 

56 

45 

59.9 

1.04 

1.44 

1.36 

1.60 

Safety-Kleen 

12 

15 

9 

22 

0.36 

2.48 

57.7 

-39 

54 

262 

76.6 

0.78 

067 

0.71 

0.87  j 

Service  Corp.  International 

12 

25 

10 

20 

0.40 

1.63 

84.6 

48 

72 

289 

62.4 

1.13 

1.22 

1.77 

1.41 

ServiceMaster 

12 

28 

4 

19 

0.92 

3.27 

76.3 

53 

16 

136 

17.7 

1.71 

1.48 

1  85 

1  71 

22  TELECOMMUNICATIONS 

INDUSTRY  AVERAGE 

44 

14 

19 

1.48 

3.24 

382.0 

25 

42 

555 

55.1 

1.96 

2.30 

2.37 

2.57 

[a]  EOUIPMENT&  SERVICES 

GROUP  AVERAGE 

40 

8 

25 

0.42 

1.01 

421.2 

45 

56 

548 

109.4 

0.71 

1.38 

1.87 

1.77 

American  Telephone  &  Telegraph 

12 

55 

1 1 

17 

1.32 

2.42 

1350.1 

8 

35 

1 198 

31.8 

2.86 

3.17 

2.24 

3.32 

LDDS  Communications 

12 

43 

8 

25 

0.00 

0.00 

50.2 

44 

52 

180 

144.3 

-0.06 

1.69 

2  91 

2.16 

McCaw  Cellular  Communications 

12 

51 

0 

NM 

0.00 

0.00 

206.8 

70 

38 

357 

128.9 

-2.03 

-0.46 

NA 

0.30  : 

MCI  Communications 

12 

24 

9 

19 

0.05 

0.21 

540.0 

26 

76 

712 

131.9 

1.1  1 

1.29 

1.36 

1.48 

Scientific-Atlanta 

06 

31 

10 

48 

0.12 

0.38 

37.3 

25 

78 

224 

169.2 

0.47 

0.66* 

0.23 

1.16 

Sprint 

12 

33 

1 1 

17 

1.00 

3.05 

342.5 

99 

59 

619 

50.4 

1  93 

1  92 

2.61 

2.18 

(b)  TELEPHONE  COMPANIES 

GROUP  AVERAGE 

46 

17 

17 

2.02 

4.36 

362.4 

15 

35 

558 

28.0 

2.59 

2.76 

2.58 

2.97 

Alltel 

12 

26 

8 

18 

0.88 

3.42 

185.3 

8 

36 

296 

26  1 

1.22 

1.41 

1.44 

1.58 

Ameritech 

12 

77 

28 

14 

3.68 

4.81 

272.8 

8 

33 

612 

22.2 

5.02 

5.32 

5.24 

5.62 

Bell  Atlantic 

12 

60 

19 

17 

2.68 

4.47 

436.1 

18 

34 

698 

28.9 

3.23 

3.45 

3  48 

3  66 

BellSouth 

12 

57 

29 

16 

2.76 

4.83 

496.0 

12 

28 

710 

19.3 

3.38 

3.52 

3.33 

3.77 

Cincinnati  Bell 

12 

20 

10 

22 

0.80 

3.93 

64  9 

25 

31 

121 

22.7 

0.56 

0.94 

0.57 

1.16 

GTE 

12 

37 

1  1 

17 

1  88 

5.05 

945.1 

8 

43 

949 

28.6 

1.95 

2.18 

2  08 

2.39 

Nynex 

12 

43 

24 

13 

2.36 

5.54 

412.9 

1 

38 

674 

312 

3.20 

3  23 

2.70 

3.43 

Pacific  Telesis  Group 

12 

57 

17 

20 

2.18 

3.84 

421.4 

33 

40 

747 

37.7 

2.83 

2.79 

2.70 

2  97 

Rochester  Telephone 

12 

45 

19 

19 

1.58 

3.51 

33.8 

28 

27 

174 

27.4 

2.08 

2  38 

2.31 

2.62 

Southem  New  England  Telecomms. 

12 

37 

17 

14 

1.76 

4.81 

63.7 

4 

31 

220 

29.3 

2.56 

2.53 

2.34 

2.67 

Southwestern  bell 

12 

43 

12 

17 

1.51 

3  55 

599.4 

15 

37 

787 

24.9 

2.17 

2.46 

2.48 

2.67 

U  S  West 

12 

47 

1 ! 

16 

2.14 

4.58 

417.6 

23 

42 

712 

374 

2  86 

2.90 

2.31 

3.06 

23  TRANSPORTATION 

INDUSTRY  AVERAGE 

39 

18 

77 

0.48 

1.14 

53.8 

42 

64 

231 

107.7 

-0.72 

0.89 

2.06 

2.31 

|a)  AIRLINES 

GROUP  AVERAGE 

46 

22 

561 

0.03 

0.06 

50.6 

104 

52 

217 

158.8 

-7.79 

-2.98 

0.75 

1.33  r 

Alaska  Air  Group 

12 

16 

14 

NM 

0.00 

0.00 

13.3 

-1 

52 

75 

98.8 

-6.53 

-1.23 

NA 

0.62 

America  West  Airlines 

12 

1 

-10 

1 

0.00 

0.00 

25.3 

588 

2 

15 

1 13.1 

-5.58 

1.01 

NA 

1 .45  1 

.  AMR 

12 

66 

46 

NM 

0.00 

0.00 

76.0 

-1 

85 

463 

196.9 

-6.35 

0.04 

NA 

5  07  L 
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INVESTMENT  SCCl 


IN  I  bHNH  I  lUNHL 
EXPERTS 

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NORODY  OFFERS  MORE 
THAN  T.  HOWE  PRICE. 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
pioneer  in  foreign  investing,  helps  you  take  advantage  of  these  benefits.  We  offer  eight  no-load 
international  stock  and  bond  funds. 


including  the  International  Stock  Fund, 
which  is  one  of  the  oldest  and  largest 
international  funds  in  the  country. 

tExperience  and  expertise.  More  than 

a  decade  ago,  we  teamed  with  Britain's 
century-old  Robert  Fleming  Holdings,  Ltd., 
to  form  Rowe  Price-Fleming,  adviser  to  our 
international  funds.  As  one  of  America's 
largest  managers  of  no-load  international 
mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price- 
Fleming  has  the  extensive  resources  needed 
to  identify  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  international 
investing  reports  discuss  factors  you  should 
:onsider  when  investing  overseas,  including 
:urrency  fluctuations  and  other  special  risks. 
AJong  with  the  prospectus,  these  reports 
;an  help  you  choose  the  fund(s)  best  suited 
;o  meet  your  investment  goals.  $2,500 
Tiinimum  per  fund  ($1,000  for  IRAs). 
NJo  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 

objective: 

Fund: 

Investment  Focus: 

Growth 

International 

jtOCK 

Large  companies 
outside  the  U.S. 

European 
Stock 

European  companies 

Japan 

Japanese  companies 

Aggressive 
GroM^th 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Companies  in  Asia 
and  the  Pacific  Basin, 
outside  Japan 

Income 

Short-Term 

Global 

Income 

High-quality  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quality  foreign 
corporate  and 
government  bonds 

Global  Bond 
Investing 


V(**>=  TRoiwHice 


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-6428 


Invest  With  Confidence 

TRowerrice 


IUMB020534 


ment  return  and  principal  value  will  vary,  and  shares  may  be  wortii  more  or  less  at  redemption  tlian  at  original  purchase.  There  is  no  guarantee 
le  funds  will  achieve  their  objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
(penses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


The  National  Organization  on  Disability  and  Business  Wee 
Salute  the  Members  of  the  Disability  2000-CEO  Council 


THESE  MEMBERS  OF  THE 
DISABILITY-200n  CEO  COUNCIL 
ARE  COMMITTED  TO  THE  GOAL  OF 
EXPANDING  EMPLOYMENT 
OPPORTUNITIES  FOR  PEOPLE 
WITH  DISABILITIES. 

Action  Technolojfies,  Inc..  Ku-..sc-li  (i  Redi-nbauRh 
.■\dvanstar  Communications.  Inc..  Ed  .\>lcr 
The  AES  Corporation.  Hufjcr  VV  Sanl 
Akzo  America  Inc..  Kugent-  F  Wilcau.^kas 
Aladdin  Mills.  Inc..  Alan  birbcrhaum 
Alcatel  Network  Systems,  Inc.,  David  E  Orr 
Alex  Lee,  Inc.,  linvd  I,  (Itoruf 

Allegheny  Health,  Education  &  Research  Foundation 

Sht-nf.S  Ahdi-lhak 
Allstate  Insurance  Company  \V.i>m-  E  Hi  du  n 
American  Brands,  Inc.,  William  I  .•\lli  > 
American  Electric  Power  Service  Corporation 

K  I,  Dr.iiJ.T 

American  Express  Company  Harvi  >  (iniiib 

American  Foods  CJroup,  Carl  W  KiM-hnt- 

American  Home  Products  Corporation  .luhn  K  SuifTord 

Ameritech.  William  1.  WVi^^ 

Amgen,  Inc.,  Ciiidiin  .M  Binder 

.\.\1P  Inctirporated,  William  -1  Hudson 

,\msro  International,  David  A  Nclsiin 

Amway  Corporation,  Kic  hard  DeV'ns,  .Jr 

Anchor  Industries  International,  lami  s  K  Malonc 

^Vnheuser-Busch  Companies,  Inc.,  Aut(ii,sl  A  Hu-sch,  III 

.■\pple  Computer.  Inc.,  Muh.ii  l  Spindk-r 

Applied  Materials,  Lniii  -  ('  Mortjan 

Archer  Daniels  Midland  (Vimpany  Dw.iync  O  Andreas 

ARCO,  L  M  C.ok 

Aristech  Chemical  Corporation.  Thomas  .Marshall 

Arthur  Andersen  &  Co,  SC,  l,.iwrcncf  A  Weinbach 

Arthur  I).  I.ittle,  Inc.,  Ch.irli  ■.  1<  La.Mantia 

Asten  (iroup,  Inc.,  William  Finn 

AT&T,  Ki.hi  rl  E  Allen 

Avis,  .lost-pb  \'  Vittnna 

Avon  Products  Inc.,  .James  E  Fn-sinn 

Bacardi  Imports,  Inc.,  -luan  (Irau 

Bank  of  Boston,  Ir.i  .Sirpanian 

Bank  One,  Hi<  h.ird  .1  U-bmann 

Bank  of  America,  liii  bard  M  Kosi  nberK 

Baptist  Healthcare  System,  Inc.  Edgar  1)  V  iughn 

Bell  Atlantic  Corporation,  R.iymnnd  W  Smith 

Benjamin  Mr)*>re  &  Company,  Maurice  Workman 

Betz  Lahoratories,  Inc.  John  F  McCaughan 

Black  &  Veatch  P  I  .\d,mi 

Blockbuster  Entertainment  Corpi>ration, 

H  Wayno  Hui/i  ng,, 
Blue  Bird  Corporation  Paul  E  Dl.i-ki 
Blue  Cross  and  Blue  Shield  of  .Massachusetts,  Inc. 

William  V.in  Faasi  n 
The  Boeing  Company,  Frank  A  Sibront/ 
Branch  Banking  and  Trust  C'ompany,  .John  Allison 
The  Brenlin  (Jroup,  Inc..  David  I,  Bri  nn.in 
Bristol-.Myers  Squibb  Richard  1,  C.i  lh 
Browning-Ferris  Industries.  William  D  Ruckclsbaiis 
Brunswick  Corporation,  -Jack  F  Reichert 
Burroughs  Wellcome  Co..  Philip  R  Tracy 
Business  Week,  .John  W  Patten 
California  Steel  Industries,  Inc..  Takehikn  llaga 
Cambrex  Corporation,  Cyril  C  Baldwin.  .Jr 


Care  Concepts,  Inc.  .I.ick  Ki  lli-\ 

Chjunpion  Enterprises.  Inc.,  Walu  r  H  Vouni:  -Ir 

Charles  Schwab  &  Co..  Inc.,  Ch.irles  R  Schwab 

The  Chase  .Manhattan  Bank,  N.A..  Thomas  l.abrecque 

Chemical  Bank,  .John  F  MctJillicuddy 

Chevron  Corporation,  Kenneth  T  Derr 

The  CIT  Group,  Inc.  .Mherl  R  (Jamper.  .Jr 

Citibank,  .John  S  Reed 

The  Clorox  Company  (1  Ci.iig  Sullivan 

The  Coca-Cola  Bottling  (iroup  (Southwest  1.  Inc. 

Edmund  M  llollm.in 
Colgate-Palmolive  Reuben  .Mark 
Comcast  Corporation,  Ralph  -1  Roberts 
Commonwealth  Insurance  Company  Lee  .Adrian 
Connell  Limited  Partnership  William  F  Connell 
Consolidated  Rail  Corporation  lames  A  Hagen 
Converse,  Inc..  tJilbi-rt  Ford 
Crowley  Maritime,  Thomas  Crowley 
Cubi<-  Corporation,  W.iltt-r  .1  /..ihle 
Darling-Delaware  Company,  Inc.,  Fr.uik  W  Miller 
Dayton  Hudson  Corporation,  Ki  niulh  .X  M.icke 
Deloitte  &  Touche,  .1  Mich.u  l  Cook 


Diebold.  Incorporated,  Kobt-rt  W  .Mahone\ 
Digital  Equipment  Corporation.  Robert  Palmer 
Dillingham  Construction  Holdings,  Inc.. 

Donald  K  Stager 
Direct  Media,  Inc.,  D.ivid  W  Florence  Sr. 
Dole  Food  Company.  Inc.  David  H  Murdock 
Dominion  Resources.  Inc..  Thomas  E,  Capps 
Domino  Sugar  Corporation,  Ed  .Makin 
Dorsar  Industries  Sli  phen  I.  Eemberg 
DSC  Communications  Corporation.  James  L  Donald 
Du  Pont  Edgar  S  Woolard.  .Ir 
The  Dun  &  Bradstreet  Corporation.  Charles  W  Mori 
Dunlop  Tire  Corporation,  Peler  Fujila 
Duracell,  Inc.,  C  Rohert  Kidder 
Eastman  Kodak  Company.  George  M.  C  Fisher 
Echlin  Inc.,  Fredenck  .1  .Mancheski 
Ecolab,  Inc.,  Pierson  M  Gneve 
EG&C,  Inc.,  .John  M  Kucharski 
The  Elder-Beerman  Stores  Corp..  Milton  Hanley 
Employers  Mutual  Casually  Co..  Bruce  G  Kelley 
Ernst  &  Young  R.iy  .J  Groves 
Ethyl  Corporation,  Bruce  C,  Gottwald 
Exxon  Corporation,  Lee  Raymond 
Federal-Mogul  CoiT>oration.  Denni.s  .J.  Gormley 
First  Chicago  Richard  L  Thomas 
First  Interstate  Bancorp  Edward  M  Carson 
Fisher  Scientific  Company.  P  Thomas  Vogel 
Fleet  Financial  Group.  Terrence  Murray 
Foodmaker,  Inc.,  .Jackson  W  Goodall 
Forbes,  Inc.,  .Malcolm  S  Forbes.  .Ir 
Ford  Motor  Company,  .Alexander  J  Trotman 
Frank  Russell  Company,  .Mich.ic  1  .J  Phillips 
FVanklin/Templeton  Group  of  Funds. 

Charles  B  .Johnson 
Freddie  Mac,  Leiand  C.  Brendsel 
Frederick  Atkins,  Inc..  Ferd  O  Lawson.  -Ir 
Gannett  Broadcasting  Cecil  L  Walker 
Genentech,  Inc.  G  Kirk  Raah 
General  Electric  Company,  .John  F  Welch,  .Jr 
General  Host  CoiTJoration,  Hams -J  Ashton 
General  Instrument  Corporation.  Daniel  Akerson 
The  (;illette  Company  Alfred  .M  Zeien 
(ilaxo  Holdings  p. I.e.,  Rf.  hard  S\kes 
Golden  Rule  Insurance  Company,  .John  M  Whelan 
Goldman.  .Sachs  &  Co.,  Steven  Friedman 
The  Goodyear  Tire  &  Rubber  Company. 

Stanle>  C  Gault 
Graybar  Electric.  Edward  .VIcGratb 
(Jreyhound,  Frank  .J  Schmieder 
(irow  Group,  Inc..  Russell  Banks 
H..J.  Hein/  Company,  .Anthony  J  F  O'Reilly 
Harley-Davidson.  Inc.,  Rich  Tcerlink 
Hasbro.  Inc.,  Al.in  G  Hassenfeld 
The  Hearst  Corporation  Frank  A  Bennack.  Jr 
Hellmuth.  Obata  &  Kassabaum,  P.C..  .Jerry  Davis 
Henry  Ford  Health  System  Gail  Warden 
Hook-SupeRx.  Inc.,  I'hilip  E  Beekman 
Household  International.  Donald  C,  Clark 
Huntsman  Chemical  Corporation.  .Jon  M.  Huntsmai 
Illinois  Tool  Works.  Inc.,  .John  D  Nichols 
IMC  Fertilizer,  Inc.,  Wendell  Bueche 
Inter-Regional  Financial  Group,  Inc..  Irving  Weiser 
Intracorp,  S  .JefTrey  Ackerman.  M.D 
Invacare  Corporation,  A  Malacbi  Mixon.  Ill 
Ithaca  Industries.  Inc.,  Jim  D  Waller 
.I.e.  Penney  Co.,  Inc.  William  R  Howell 
.J. P.  Foodserv  ice.  Inc.  lames  L  Miller 


Morgan  &  Company.  Inc.,  Dennis  Wcatheisumt- 

tsonville  Electric  Authority,  Royce  Lyies 

1  Blair  Cominunications.  Inc..  Tim  McAuliHc 

I  Hancock  Financial  Sen-'ices.  Stephen  L  Brow  n 

ison  &  Higgins  David  A.  Olsen 

ison  &  Johnson.  Ralph  Larsen 

ison  Controls.  James  H.  Keyes 

ison  Publishing  Company,  Inc..  John  H  Johnson 

Jordan  Company  John  W.  Jordan  II 

ph  E.  Seagram  &  Sons,  Inc..  Edgar  M  Bronfman,  Jr 

i-T  Food  Stores.  Inc..  Jack  C.  Smith 

'ler  Company.  Brian  Chadbourne 

•Eg  Company.  .Arnold  G.  Langbo 

rt  Corporation.  Joe  Antonini 

G  Peat  Marwick,  Jon  C.  Madonna 

■ge  Corporation,  Michael  Rose 

star  System,  JofTrey  Crowe 

.iCe  Apparel  Company,  Inc..  Timothy  A  Lambeth 
te  Corporation,  Da\  id  P'reeman 
John  Silver's,  Inc.,  (^lyde  Culp 

iana  Land  and  Exploration  Company,  H  L  Sttu.iid 
iiana-Pacific  Corporation,  Harry  A  .Merlu 
iran  General  HealthSystem.  Stephen  L  Ummel 
Macy  &  Co..  Inc..  Myron  E.  Ullman  III 
iott  Corporation,  J  VV  Marriott.  Jr 
'  Botanical  International,  J  F  Robert  Bnlduc 
lay  Department  Stores  Company.  David  C  Farrell 
\  America.  Charles  M-  Cawley 
w  Cellular,  Craig  O  McCaw 
aw  Hill,  Inc.,  Joseph  L.  Dionne 
Communications  Corporation,  Bert  C  Roberts.  Jr 
ne  Company,  Inc.,  Drayton  McLane.  Jr 
lian  Bancorp,  Inc..  Samuel  A.  McCullough 
11  Lynch  &  Co.,  Inc..  Daniel  Tully 
(etroHealth  System.  Cathi  Chve 
tel  T.  Rose  Companies.  Michael  T  Rose 
Corporation.  .Allen  E  Murray 
into.  Richard  J  Mahoney 

I   ola  Inc..  Gary  Tooker 

I  'oods.  Anthony  Liiiso 

l|  Finch  Company.  Harold  B.  Finch.  Jr 

i  lal  Medical  Enterprises,  Inc..  JefTrey  C  Barbakow 

i  isBank.  Hugh  L  McColl.  Jr. 

I.  ;ar  International  Corporation,  James  C  Cotting 
!|  unerica.  Inc..  Dr,  Minen  Sugiyama 


Now  Jersey  Resources  Corporation, 

Oliver  G  Richard.  Ill 
New  York  Stock  Exchange.  William  H  Donaldson 
The  New  York  Times  Company.  .Arthur  Sulzberger.  Sr 
Nordson  Corporation.  W  F  .Madar 
North  American  Life  &  Casualty  Company, 

lA>well  V  Anderson 
Northern  States  Power  Company,  James  J  Howard  HI 
Northern  Trust  Corporation.  David  W  Fox 
Northrop  Corporation  Kent  Kresa 
Novell,  Inc.,  Raymond  J.  Noorda 
Olin  Corporation.  John  W.  Johnstone,  Jr. 
ONTOK.  Inc.  J  D  Scott 

Oshman's  Sporting  Goods,  Inc..  Alvin  N  Lubetkin 

Pall  Corporation.  .Maurue  G  Hardy 

Paramount  Communications  Inc..  Martin  S.  Davis 

The  Parsons  Corporation.  Leonard  J.  I*ieroni 

Pegasus  Gold  Corporation.  Werner  G  Nennecker 

IVt  Incorporated.  .Mile>  L  .Marsh 

Ptizer  Inc.,  W  ('  Sieere.  Jr 

Philip  Morris,  Michael  Miles 

Phillips  Petroleum  Company,  C  J  Silas 

Pioneer  Life  Insurance  Company  of  Illinois. 

Pi  ter  W  Nauert 
Pitney  Bowes  Inc..  Georgt-  B  Har\ey 
Ply  Gem  Industries,  Inc.,  JefTrey  S-  Silverman 
Polaroid  Corporation.  I  MacAIIister  Booth 
PolyGram  Holding  Inc..  Knc  Kronfeld 
Potomac  Electric  Power  Company.  Edward  F  .Mitchell 
PPG  Industries,  Inc..  Jerry  Demp.sey 
Price  Waterhouse,  Shaun  F  O'Malley 
The  Principal  Financial  Group.  David  Hurd 
Providence  Journal  Company.  Stephen  Hambleit 
The  Prudential  Insurance  Company  of  America. 

Robert  C  Winters 
Public  Service  Company  of  Oklahoma. 

Robert  L  Zemanek 
QVC  Network.  Inc.,  Barry  Diller 

The  Reader's  Oigest  Association,  Inc..  George  V  Grune 
Reebok  International  Ltd.,  Paul  Fireinan 
Reliance  Electric  Company,  John  ('  Morley 
Republic  New  York  Corporation.  Walter  H  Werner 
R.JR  Nabisco.  Inc..  Charles  M  Harper 
The  Rockefeller  Group.  Richard  A  Voell 
The  Rockport  Company,  Robert  E  Slattery 
Rockwell  International  Donald  R  Beall 
Rodale  Press  Inc.,  .Artie  Rodale 
ROLM.  Peter  I>ril.illa 

Royal  Appliance  Mfg.  Co..  John  A  B.ikh 
Safety-Kleen  Corp.,  Donald  W  Brinckman 
Safeway  Inc.,  Peter  A.  Magowan 
SAIC,  J   R  Beyster 

Sandoz  Pharmaceuticals  Corporation  I'mi  KothweH 
Sara  Lee  Corporation,  John  H  Bry  an 
Schering-Plough  Corporation.  Robert  I'  Luciano 
Sea-Land  Service,  Inc..  John  Clancey 
Sensormatic  Electronics  Corporation.  Ronald  G  Assaf 

SERD^TS.  Mrr.v(ie>e  M  Millci 

Shawmut  National  Corporation  loci  B  Alvord 

Signet  Banking  Corporation.  Robert  M  Freeman 

Silha  Associates,  Otm  A  Silha 

Simon  &  Schuster,  Richaid  Snyder 

Simplex  Time  Recorder  Co..  Edward  G  Waikins 

SmithKline  Beecham.  Robert  P  Baunian 

Sony  Music  Entertainment.  Inc..  Michael  P  Scliulhctt 

Southwest  Research  Institute.  .Martin  Goland 

Sprint,  William  T  Esrey 

State  Farm  Insurance  Companies.  Edward  B  Rust,  Jr 

Statoil  N.A..  Inc..  {)ivind  Holm  Karisen 

Steelcase  Inc.,  Jerr\  K  Myers 

Sunrise  Medical  Inc..  Richard  H  Chandler 

Tambrands  Inc..  Martin  F  C.  P^mmett 

Teepak,  Inc..  James  E.  Hermesdorf 

Tennessee  Valley  Authority.  Craven  Crowell 

Tennessee  Wholesale  Drug  Co..  James  E  Richards 

Time  Warner  Inc.,  Gerald  M  Levin 

Towers  Perrin.  John  T  Lynch 

Transamerica  Occidental  Life  Insurance  Company. 

David  R  Carpenter 
Transco  Energy  Company.  John  P  DevBarres 
Triton  Exploration.  Inc..  Thomas  (J  Kinck 
TW  Services,  Inc.,  rJ  J.  Richardson  i 
U.S.  Can  Company.  William  .1.  Smith  E 
IILLICO,  Inc.,  Koherl  A.  Georgine  I 
LInion  Pacific  Corporation.  Drew  Lewis  t 
United  Capital  Group.  Inc..  JP  Mililli  'I 
United  Healthcare  Corporation,  ; 

William  W  McGuire.  M  l>  { 
United  Parcel  Service,  Kent  NelMin  i 
United  Retail  Group,  Inc..  Raphael  Benaroya  r. 
United  Services  Automobile  Association.  I 

Gen   Robert  Herns  c 


Unocal  Corporation.  Richard  J  Stegemeier 

UNUM  Life  Insurance  Co.  of  America.  James  F.  Orr,  111 

The  Upjohn  ( Ompany.  Ia'v  Smith 

US  West,  Inc..  Richard  I)  McCormick 

USF&(;.  Norman  V  Blake.  Jr 

UST.  Inc.  \Anu>  V  Bantle 

I'SX  Corporation,  Charles  .A  Corry 

Van  Dorn  Demag  Corp..  William  G  Pr>or 

W.R.  Berkley  Corporation.  William  R.  Berkley 

Waldorf  Corporation  Eugene  V  Frey 

Warner-Lambert  Company.  Melvin  R,  Goodes 

Washington  National  Insurance  Company.  Robert  Pati 

Waste  Management,  Inc.,  Dean  L  Buntrock 

Wells  Rich  (Jreene  BDDP,  Kenneth  S  Olshan 

Western  Publishing  (Jroup,  Inc..  Richard  A.  Bernstein 

Western  Resources,  John  E  Hayes,  Jr. 

Westinghouse  Electric  Corporation.  Michael  H  Jordan 

Whirlpool  Ct)rporation,  Da\id  R  Whiiwani 

Wilsey  Foods.  Inc.,  Jack  Davis 

Woolworth  Corporation.  William  Lavin 

Wyse  Technologj',  Morris  Chang 

Xerox  Corporation.  Paul  .A  .Allaire 


people  with  disabilites  want 
to  participate  and  contribute 
just  like  everyone  else. 
I'm  calling  on  CEO's  of 
businesses  large  and  small  to 
join  this  dedicated  group. 
It's  good  for  America. 
It's  good  for  business." 

-James  S.  Brady,  Vice  Chairman, 
National  Organization  on  Disability 


For  Membership 
information  contact: 
CEO  Council  Director 
Martin  Walsh,  National 
Organization  on  Disability, 
910  16th  Street,  NW, 
Washington,  DC  20006. 
202-293-1944  Telephone 
202-293-5968  TDD 
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TREND 

SENSUS 

Contincntol  AiriinGS 

1 2 

27 

34 

0  00 

0  00 

17  4 

0 

7 

NA 

A.D\J 

N  A 

-5.50 

^Altn  Atr  1  inAC 
VCIIU  nil 

06 

58 

39 

NM 

0  20 

0  34 

50  2 

1 5 

68 

324 

1 60  5 

"10  60 

—  10  54* 

\J.O  1 

South^^cst  AirlmGS 

1 2 

35 

7 

34 

0  04 

0  1 2 

139  1 

77 

60 

342 

8 1  4 

0  65 

U./  0 

1  .4  1 

UAL 

12 

149 

52 

NM 

0.00 

0  00 

24,5 

19 

81 

316 

218.7 

-1 7.34 

-2.87 

NA 

7.84 

USAir  Group 

12 

13 

-4 

NM 

0.00 

0,00 

59.2 

31 

70 

192 

242,2 

-13.88 

-6.75 

NA 

-1.09 

(b|  RAILROADS 

GROUP  AVERAGE 

53 

20 

18 

1.02 

1.60 

110.8 

35 

62 

424 

58.5 

1.94 

3.07 

2.24 

3.78 

Burlington  Northern 

12 

57 

17 

17 

1.20 

2,09 

88.8 

33 

75 

472 

85.6 

3.35 

3.42 

3.56 

4.56 

CnicaQO  &  Norm  Western  rloldings 

1 2 

24 

5 

1 4 

0.00 

0.00 

43  5 

20 

43 

91 

50.2 

-0.58 

1 .73 

NA 

2.07 

Conroil 

12 

62 

34 

17 

1.30 

2.08 

79.5 

31 

80 

430 

95.3 

3.28 

3.57 

4.23 

4.23 

CSX 

12 

83 

30 

18 

1.76 

2.12 

104.0 

21 

60 

562 

56.1 

0.19 

4.72 

0.86 

6.22 

1 2 

46 

1 2 

22 

0  30 

0  65 

42  2 

9 1 

47 

161 

44  1 

1  43 

2  11 

2  32 

z.O/ 

Norfolk  Southern 

12 

68 

33 

16 

1 .92 

2.83 

138.9 

9 

59 

575 

31 .3 

3.94 

4.34 

1.99 

4.89 

Santa  Fe  Pacific 

12 

21 

6 

22 

0.10 

0.49 

184,8 

62 

67 

352 

70.4 

0.34 

0.95 

0.52 

116 

Union  Pacific 

12 

64 

23 

17 

1.60 

2  52 

205.0 

9 

65 

748 

35.2 

3.57 

3.74 

2.22 

4.47 

lf  \  TD  A  UCDADT ATIAM  CEDUI^EC 

IC)  TRANaPvRTATIOn  sERVICBa 

GROUP  AVERAGE 

36 

15 

20 

0.33 

1.09 

40.5 

31 

73 

210 

88.6 

1.20 

1.81 

1.41 

2.31 

Air  Express  International 

12 

20 

6 

14 

0.20 

0.99 

1 1 .5 

-26 

49 

91 

88.2 

1  62 

1 .49 

1 .98 

1 .80 

Airborne  Freight 

12 

33 

16 

25 

0.30 

0  91 

19.3 

78 

86 

125 

1 12.5 

0.12 

1.34 

0.62 

1.76 

Federal  Express 

05 

72 

31 

22 

0.00 

0.00 

55.1 

33 

78 

282 

82.6 

2.01 

3.28 

1.78 

4.27 

KitTston  services  oroup 

1 2 

27 

9 

22 

0  20 

0  75 

40  9 

NA 

69 

202 

NA 

0  74 

119 

1  ,ZJ 

Ryder  System 

12 

29 

1 7 

18 

0.60 

2.05 

76.9 

8 

80 

335 

70.5 

1 .43 

1 .64 

1 .39 

2.05 

Trinity  Industries 

03 

38 

14 

19 

0.68 

1.81 

39.5 

64 

78 

226 

89.2 

1.27 

1.94 

1.46 

2.58 

(d)  TRUCKING  &  SHIPPING 

GROUP  AVERAGE 

28 

16 

19 

0.50 

1.57 

24.6 

13 

67 

122 

119.7 

1.27 

1.55 

2.62 

1.98 

Alexander  &  Baldwin 

12 

25 

12 

16 

0.88 

3.59 

46.3 

-1 

53 

162 

49.6 

1.31 

1.53 

1.14 

1.84 

American  President 

12 

55 

34 

13 

0.60 

1.09 

13.4 

46 

75 

1 47 

69.8 

4.86 

4.29 

4.75 

4.74 

Arkansas  Best 

12 

13 

10 

15 

0.04 

0.30 

19.2 

-1 1 

68 

54 

214.8 

0.99 

0.88 

4.63 

1.10 

Carolina  Freight 

12 

13 

19 

NM 

0,20 

1.57 

6.6 

-13 

60 

51 

56.9 

-0.96 

-0.26 

NA 

0.59 

Consolidated  Freightways 

12 

22 

13 

29 

000 

0,00 

35,4 

24 

69 

164 

82.7 

-0.58 

0.76 

NA 

1.31 

GATX 

12 

38 

29 

12 

1.40 

3.73 

19,7 

14 

77 

168 

46.8 

0.82 

3.12 

1.87 

3.72 

Greyhound  Lines 

12 

14 

1 1 

14 

0.00 

0.00 

14.6 

65 

88 

90 

271.7 

1.10 

1.02 

NA 

1.40 

Hunt  (J.  B.)  Transport  Services 

12 

24 

9 

23 

0.20 

0.85 

38.4 

2 

36 

90 

89.0 

1.03 

1.02 

1.02 

1.26 

Londstar  System 

12 

18 

6 

16 

0.00 

0.00 

12.3 

NA 

43 

43 

NA 

0.67 

1.10 

NA 

1.25 

Roadway  Services 

12 

67 

26 

22 

1.40 

2.08 

39.4 

-2 

68 

228 

108.4 

3.73 

3.04 

4.04 

3.43 

TNT  Freightways 

12 

25 

8 

20 

0  37 

1.52 

217 

40 

98 

1 1 1 

193.7 

0.79 

1.24 

NA 

1  48 

Yellow 

12 

23 

17 

25 

0.94 

4.13 

28.1 

-17 

72 

153 

133.1 

1.46 

0.90 

0.92 

1.59 

24  UTILITIES  &  POWER 

INDUSTRY  AVERAGE 

29 

18 

14 

1.49 

5.00 

126.1 

8 

43 

284 

41.2 

1.78 

2.12 

2.13 

2.22 

(a)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  AVERAGE 

30 

20 

13 

1.69 

5.59 

147.0 

4 

40 

296 

39.2 

1.98 

2.29 

2.26 

2.35 

Allegheny  Power  System 

12 

26 

16 

13 

1.64 

6.28 

1 14.9 

10 

39 

259 

34.3 

1.83 

1.95 

1,85 

2.01 

American  Electric  Power 

12 

36 

22 

13 

2.40 

6.64 

184.5 

9 

30 

402 

33  7 

2.54 

2.69 

2.40 

2.77 

American  Water  Works 

12 

30 

20 

13 

1.00 

3.33 

31.2 

10 

48 

125 

21.3 

2.07 

2.30 

2.44 

2.43 

Baltimore  Gas  &  Electric 

12 

25 

18 

13 

1.48 

5.86 

145.6 

9 

36 

337 

30.4 

1.63 

1.88 

1.48 

1.92 

Boston  Edison 

12 

29 

20 

13 

1.70 

5  91 

45,0 

5 

31 

149 

38.1 

2.10 

2.23 

2.24 

2.31 

Carolina  Power  &  Light 

12 

29 

16 

13 

1  64 

5.66 

160  7 

5 

32 

339 

35.1 

2.36 

2.29 

2.99 

2.35 

Centerior  Energy 

12 

14 

19 

9 

1.60 

1  1.33 

145.9 

-27 

28 

178 

52.8 

1.50 

1.62 

1.46 

1.70 

Central  &  South  West 

12 

30 

16 

14 

1.62 

5.45 

188.4 

2 

44 

457 

32.9 

2.03 

2.06 

2.21 

2.18 

Cincinnati  Gas  &  Electric 

12 

27 

20 

13 

1  72 

6.40 

87.7 

10 

45 

210 

46.5 

2.04 

2.1 1 

1.85 

2.20 

CMS  Energy 

12 

25 

10 

13 

0.72 

2.85 

85.0 

46 

56 

147 

80.1 

-3.72 

1  93 

NA 

2.09 

Commonwealth  Edison 

12 

28 

27 

14 

1.60 

5.64 

213.6 

22 

54 

383 

43.8 

2.08 

1.98 

0.62 

1.95 

Consolidated  Edison  Co.  of  N.  Y. 

12 

31 

22 

12 

1.94 

6.23 

234.0 

-5 

29 

408 

27.5 

2.46 

2  58 

2.49 

2.64 

Detroit  Edison 

12 

32 

22 

10 

2.06 

6.39 

147.0 

-2 

37 

349 

39.8 

3.79 

3.20 

3.85 

2.78 

Dominion  Resources 

12 

44 

26 

14 

2.54 

5  74 

167.2 

14 

38 

392 

25  9 

2.66 

3.14 

2.93 

3.21 

Duke  Power 

12 

42 

21 

15 

1.88 

4.48 

204  9 

16 

48 

423 

22.4 

2.21 

2.75 

2.74 

2.85 

Entergy 

12 

37 

26 

13 

1.80 

4.88 

175  1 

12 

64 

430 

38.3 

2.48 

2.75 

2.94 

2.85 

Florida  Progress 

12 

33 

20 

15 

1.98 

6  02 

88  8 

2 

32 

248 

30,9 

2.06 

2.24 

2.08 

2.34 

FPL  Group 

12 

37 

22 

14 

2.48 

6.68 

189.6 

6 

37 

444 

46  4 

2.65 

2.73 

2.36 

2.79 

General  Public  Utilities 

12 

30 

23 

1 1 

1  70 

5.71 

1110 

8 

64 

310 

64.9 

2.27 

2.66 

2.37 

2.65 

Gulf  States  Utilities 

12 

19 

17 

20 

0.00 

000 

1  14.1 

17 

61 

136 

33.3 

0.74 

0.93 

0,92 

1.06 

Houston  Industries 

12 

45 

26 

14 

3  00 

6.61 

130.2 

-1 

58 

415 

42.1 

2.63 

3.22 

2.86 

3.40 

Illinois  Power 

12 

22 

17 

13 

0  80 

3,64 

75.6 

-1 

57 

186 

58.5 

1.23 

1.72 

1.32 

2.00 

Long  Island  Lighting 

New  England  Electric  System 

12 

24 

20 

1 1 

1.78 

7,49 

1  12.2 

-7 

48 

225 

56.6 

2.14 

2.21 

2.24 

2.26 

12 

38 

23 

13 

2.24 

5,84 

65.0 

0 

32 

240 

25.3 

2.85 

3.00 

3.07 

3.06 

New  York  State  Electric  &  Gas 

12 

30 

23 

12 

2  20 

7,30 

70.3 

-6 

36 

198 

37.9 

2.40 

2.43 

2.27 

2.54 

Niagara  Mohawk  Power 
Nipsco  Industries 

12 

21 

17 

12 

1.00 

4  88 

142.1 

1 1 

44 

301 

55.5 

1.61 

1.76 

1.81 

1.85 

12 

32 

16 

14 

1.32 

4.16 

66.2 

21 

59 

240 

54.2 

2.00 

2.25 

2.44 

2.36 

Northeast  Utilities 

12 

24 

16 

13 

1,76 

7  49 

134  2 

-1  1 

28 

235 

39.9 

2.02 

1.83 

1.91 

2.01 

Northern  States  Power 

12 

42 

27 

14 

2.58 

6  11 

66.7 

4 

28 

273 

27.8 

2.31 

2.96 

2.57 

3.12 

Ohio  Edison 

12 

22 

16 

12 

1,50 

6.70 

152.6 

-3 

40 

250 

25.6 

1.70 

1.82 

1.89 

1.89 

Oklahoma  Gas  &  Electric 

12 

35 

23 

12 

2.66 

7.65 

40.3 

2 

32 

174 

62.7 

2.42 

2.93 

2.69 

2.78 

Pacific  Gas  &  Electric 

12 

34 

20 

12 

1.88 

5.47 

432.7 

5 

41 

450 

25.2 

2.58 

2.81 

3.10 

2.75 

PacifiCorp 

12 

19 

12 

14 

1.08 

5.65 

280.2 

0 

31 

376 

37.0 

0.42 

1.39 

0.79 

1.44 

Pennsylvania  Power  &  Light 
Philadelphia  Electric 

12 

27 

16 

13 

1.65 

6.14 

151.9 

-1 

26 

232 

21.2 

2.02 

2.10 

2.12 

2.15 

12 

28 

19 

12 

1.52 

5.40 

221.5 

8 

33 

359 

39.9 

1.90 

2.40 

1.67 

2.51 
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Canon  has  a  vision  of 
how  your  office  should 
run  today.  Which  means  it's 
equipped  with  machines  that 
liberate.  Empower  Increase 
productivity.  And  open  the 
lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  every- 
thing Canon  produces  from 
The  Corporate  Line  of  High 
Volume  Copiers  to  our  Digital 
Color  Copiers  to  our  Laser 
Class  Plain  Paper  Facsimiles. 
And  with  the  introduction  of 


our  Digital  Imaging  Systems,  you 
will  experience  a  whole  new 
world  in  Document  Management 
without  ever  leaving  your  desk. 

With  Canon's  system  solu- 
tions, you  can  create  your  own 
visionary  office  where  simplicity 
and  productivity  coexist  in 
perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you  can't. 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon  U.S.A.,  Inc. 


^  Official  Sponsor  of 
WbrldCup  S  M" 


Canon 


EARNINGS  PER  SHARE 

1994  ESTIMATES 


BOOK 

PE 

1993 

MARKET 

1993 

1/6/E/S 

BASED 

FROM  ANA 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITuVlONAl 

TURN- 

1993 

ON 

l/B/E/S 

COMPANY 

SHARE 

PER 

1993 

DEND 

YIELD 

OUT, 

CHANGE 

HOLDINGS 

OVER 

1992 

ANALYST 

5-YEAR 

CON- 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

'° 

°„ 

NUMBER 

'° 

ACTUAL 

EST 

TREND 

SENSUS 

Pinnacle  West  Capital 

12 

21 

:9 

1  1 

0,20 

0.95 

87.3 

4 

66 

1 97 

48  0 

1  73 

1  96 

5.16 

1.99 

Potomac  Electric  Power 

12 

26 

17 

13 

1.64 

6  37 

116  8 

10 

17 

246 

30.3 

1.66 

1  95 

1.69 

1  98 

Public  Service  Co.  of  Colorado 

12 

30 

19 

12 

2.00 

669 

60,1 

7 

3 1 

1 97 

53.1 

2.16 

2.44 

2.40 

2.38 

Public  Service  Enterprise  Group  1 2 

32 

21 

12 

2.16 

6.67 

242  7 

8 

33 

434 

39.5 

2.17 

2.63 

2.37 

2.69 

San  Diego  Gas  &  Electric 

12 

25 

13 

14 

1.48 

5.92 

1 16,5 

5 

17 

156 

15.9 

1.77 

1.82 

1.90 

1.86 

SCEcorp 

12 

20 

13 

12 

1.42 

6.97 

447.8 

-7 

33 

473 

31.7 

1.66 

1.65 

1.61 

1.61 

Southern 

12 

43 

24 

14 

2.28 

5.27 

319.9 

14 

30 

502 

24.9 

3.02 

3.13 

3.09 

3.22 

Texas  Utilities 

12 

43 

30 

13 

3.08 

7.20 

222.9 

3 

52 

563 

55  9 

2.88 

3.34 

2.94 

3.31 

Union  Electric 

12 

TO 

22 

1  4 

z  .Oz 

1  UZ.  1 

o 
0 

30 

288 

Oft  A 

0  ftT 

z  .o  J 

0  ft/1 
z  .o4 

J.U  1 

z.ytj 

Western  Resources 

12 

04 

23 

1 3 

1  94 

5  73 

o  \  .o 

1 4 

35 

219 

TO  ft 

z  .ZU 

0  Aft 
z  .Co 

Z.4Z 

z ./  4 

Wheelabrator  Technologies 

12 

1 6 

1 9 

0  06 

0  37 

1  OO.J 

_  ]  4 

33 

226 

36  1 

0  94 

1  Tn 

1  .uz 

Wisconsin  Energy 

12 

27 

15 

15 

1 .35 

4.99 

104.8 

4 

31 

281 

25.8 

1 .67 

1 .86 

1.78 

1.97 

Zurn  Industries 

03 

27 

20 

15 

0.88 

3.21 

12.5 

-30 

66 

163 

66.3 

2.20 

1.88 

1.63 

1  94 

/Ul  GAC  OIL  A  TPANSMISSION 

ftDAIID  AVBDAAE 
VKUUr  AwBKHVB 

27 

15 

17 

0.95 

3.44 

70.4 

19 

51 

252 

46.5 

1.26 

1.68 

1.75 

1.88 

Arkia 

12 

8 

5 

22 

0.28 

3.56 

122.3 

-7 

40 

257 

59.6 

-0.01 

0.36 

0.14 

0.52 

Associated  Natural  Gas 

09 

33 

15 

21 

0.12 

0.37 

13.0 

18 

77 

80 

22.8 

0.93 

1.56* 

2.81 

1  95 

09 

36 

21 

17 

2.08 

5.74 

24.7 

-3 

19 

122 

22.2 

2.26 

2.16* 

2.18 

2.26 

Brooklyn  Union  Gas 

09 

26 

16 

15 

1.32 

5.03 

44  3 

19 

27 

147 

26.4 

1.35 

1.73* 

1.48 

1.77 

Columbia  Gas  System 

12 

24 

23 

9 

0.00 

0.00 

50.6 

24 

63 

1 87 

63.3 

1.79 

2.53 

2.04 

2.72 

Consolidated  Natural  Gas 

12 

46 

23 

19 

1.92 

4.16 

92.9 

2 

45 

435 

28.5 

2.19 

2.41 

2.19 

2.71 

Eastern  Enterprises 

12 

27 

22 

22 

1.40 

5.19 

22.7 

-1 

67 

204 

49.5 

1.67 

1.21 

1.13 

1.99 

Enron 

12 

31 

10 

20 

0.75 

2.41 

240.7 

36 

53 

513 

47.9 

1.43 

1.55 

2.01 

1.81 

Enserch 

12 

IB 

9 

26 

0.20 

1.14 

66.6 

25 

68 

241 

57  6 

-0.39 

0.67 

0.27 

0.88 

MCN 

12 

35 

15 

15 

000 

0,00 

29.4 

14 

44 

164 

41.4 

2.1  1 

2.34 

1.91 

2.47 

National  Fuel  Gas 

09 

33 

20 

1  6 

1 .54 

4.61 

36.6 

22 

29 

151 

27.6 

1 .94 

2.15* 

2.09 

2.26 

Nicor 

12 

28 

13 

14 

1.22 

4.44 

54.4 

8 

50 

288 

39.5 

1.92 

2.00 

2.01 

2.10 

Pacific  Enterprises 

12 

26 

12 

14 

1.20 

4.68 

83  9 

54 

41 

221 

51.7 

1.60 

1.80 

1.37 

1.84 

Panhandle  Eastern 

12 

21 

14 

14 

0.80 

3  76 

119  4 

40 

64 

327 

51.7 

1.73 

1.49 

1.77 

1.62 

Peoples  Energy 

09 

29 

19 

14 

1  78 

6.1  1 

34.8 

-3 

35 

217 

25.3 

2.06 

2.1 1* 

1.97 

2.19 

Sonat 

12 

31 

15 

19 

1.08 

3  50 

87.1 

30 

68 

403 

72.1 

1.18 

1.64 

1  41 

1  86 

Transco  Energy 

12 

15 

10 

19 

0.60 

4.07 

40.4 

4 

49 

188 

59.3 

-2.35 

0.79 

NA 

1.04 

Williams 

12 

27 

15 

16 

0  84 

3.10 

102.7 

54 

74 

393 

90.6 

1.25 

1.67 

3.03 

1  90 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PIOc 

Abbott  Loborcrtories  12d 
Actova  Group  5 
Adio  Services  21e 
Advanced  Micro  9d 
ADVO  21il 

Aetno  Life  &  Casualty  17b 
AFLACITb 
Ahmanson(H  F  )  17c 
Air  &  Water  Techs,  21c 
Air  Express  IntI  33c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Gioup  23a 
Alberto-Culver  6d 
Albertson's  lOc 
Aico  Standard  S 
Alcoa  16a 

Abxander  &  Alexaider  1 7a 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24o 
Atlergan  12b 
A II  iont  Tech  systems  15a 
AlliedSignal  5 
Ainnenn  Property  &  Cos.  1 7b 
Allstate  17b 
Alilel  22b 
Amdahl  18b 
Amerada  Hess  lib 
America  West  23a 
Amencan  Bankers  Ins.  17b 
Americon  Brands  6e 
Americon  Cyanomid  4 
American  Electric  24a 


American  Express  17a 
Americon  General  17b 
American  Greetings  14d 
American  Home  12b 
American  Intl  Group  17b 
American  Medical  12c 
American  National  17b 
American  President  23d 
American  Stores  lOc 
Amenan  Wcier  Works  24a 
Amentech  22b 
Ametek  9c 
Amgen  12b 
Amoco  lib 
AMP9d 
AMR  23a 

AmSooth  BorKOfporotion  3c 
Anacomp  18a 
Anheuser-Busch  6c 
Aon  17b 

Apple  Computer  18b 
Applied  Materiols  15< 
Archer  Dan>els  10b 
Arco  Chemicol  4 
Arlcansas  Best  23d 
Arklo  24b 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  lib 
Assodaled  NcAjnd  Gas  24b 
AST  Research  18b 
Atlanta  Gas  Light  24b 
Atlontic  Richfield  lib 
AT&T  22a 
AT&T  Capital  17a 


Automatic  Data  18c 
AutoZone  8 
Avery  Dennison  15a 
Avnet  21b 
Avon  Products  6d 

B 


Boker  Hughes  lie 
Boll  7a 

Baltimore  G&E  24a 
Bone  One  3b 
Boncorp  Hawaii  3d 
Bandog  2c 
Bonk  of  Boston  3a 
Bank  of  New  York  3a 
BonkAmenca  3d 
Bankers  Life  Holding  17b 
Bankers  Trust  3a 
Banta  21d 
Bard  (C  R.)  12d 
Bornett  Bonks  3c 
Boroid  11c 
Bousch  &  Lomb  12d 
Baxter  International  12d 
Bear  Stearns  17a 
Bearings  21b 
Beckmon  Instruments  9c 
Becton,  Dickmson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12o 
Berkshire  Hathaway  17a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
BeveHy  Enterprises  12c 


Bindley  Western  Inds,  12a 
Black  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent.  14b 
Blount  15b 

Boatmen's  Bancshares  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 

Borg-Womer  Security  21e 
Boston  Edison  24o 
Bowater  19b 
BrodleesB 
Briggs&StrattonlSc 
Bnnker  International  14a 
Bristol-Myers  Squibb  12b 
Brooklyn  Union  Gos  24b 
Brown  Group  6a 
Browr>-Formon  6c 
Browning-Ferris  21c 
Bruno's  lOc 
Brunswick  14d 
BuHington  Coat  Foctory  8 
Buriington  Industries  15d 
Burlington  Northern  23b 
Burlington  Resources  lib 

c 


Cabot  4 

Caesars  WoHd  14< 
Caldor  8 

CoEfomia  Federal  Bonk  17c 
Campbell  Soup  10b 
Capitol  Cities/ABC  20a 
Capital  Holding  17b 
Cardinol  Distribution  12a 
Caremark  Intl.  12c 


Camrvol  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carter  Howley  Hole  8 
Carter- Wallace  12b 
Caterpillar  15c 
CBI  Industries  11c 
CBS  20a 
CCP  Insurance  17b 
CD!  21e 

Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Ceridian  18c 
Champion  Intl.  19b 
Charming  Shoppes  8 
Charter  Medical  12c 
Chase  Manhattan  3a 
Chemical  Banking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  lib 
OKcgo&Norfi  We*m  23b 
Chiquito  Brands  Intl.  10b 
Chrysler  2a 
Chubb  17b 
Cigna  17b 
Cincinnoti  Bell  22b 
Cincinnati  Finonciol  17b 
Cincinnati  G&E  24a 
Cincinnati  Milocron  15b 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Cisco  Systems  18< 
Citicorp  3a 
Citizens  17b 
Clark  Equipment  15c 
Clorox6d 


CMS  Energy  24a 
CNA  Financial  17b 
Coast  Savings  17c 
Coastal  lib 
Coco-Colo  6c 
Coco-Colo  Bottling  6c 
Coco-Cola  Enterprises  6c 
Colgate-Palmolive  6d 
Coltec  Industries  5 
Columbia  Gas  24b 
Columbia  Healthcare  12c 
Comcast  20a 
Comdisco  18c 
Comerica  3b 
Commerce  Clearing  20b 
Commercial  Metols  16b 
Commonwealth  Ed  24a 
Comfxjq  Computer  18b 
CompUSA  18c 
Computer  Associates  18c 
Computer  Sciences  18< 
Computervision  18c 
ConAgra  lOb 
Cone  Mills  15d 
Conner  Peripherals  18b 
Conrail  23b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightways  23d 
Cons,  Natural  Gas  24b 
Consolidated  Popers  19b 
Consolidated  Stores  8 
Continental  Corp  17b 
Continental  Airlines  23a 
Continental  Baking  Grp  lOb 
Continental  Bonk  3b 
Continental  Medical  12c 
Cooper  Industries  9a 


Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStates  Financial  3a 
Corning  15a 
Countrywide  Credit  17a 
CPC  International  lOb 
Crone  15a 
Crov/ford  17a 
Cray  Reseorch  18b 
Crestar  Finonciol  3c 
OownCer^  Petroleum  lib 
Crown  Cork  &  Seat  7a 
CSX  23b 

cue  Intemationol  18a 
Cummins  Engine  2b 
Cypnjs  Amox  Minerals  16c 


Dana  2b 

Danaher  15b 

Data  General  18b 

Dayton  Hudson  8 

Deon  Foods  lOb 

Dean  Witter-Discover  17a 

Deere  15c 

Dell  Computer  18b 

Delta  Air  Lines  23a 

Delta  Woodside15d 

Deluxe  18a 

Detroit  Edison  24a 

Dexter  4 

Dials 

Diamond  Shamrock  lib 
Dibrell  Brothers  6e 
Digitol  Equipment  18b 
Dillord  8 

Dime  Savings  Bonk  17c 
Disney  (Walt)  14b 
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A  Different  Degree  -  A  World  of  Difference 


rHUNDERBIRD  The  American  Graduate  School  of  International  Management 

"Anyone  seriously  interested  in  international  business  cannot 
fail  to  consider  going  to  this  school  for  a  master's  in  business." 

BUSINESS  WEEK  GUIDE 
to  America's  Top  B-Schools 

Globalization  has  produced  a 
■)criod  of  vast  staictural  change. 
rHUNDERBIRD,  long  the 
lendsetter  in  advanced  global 
•ducation,  offers  the  MASTER  OF 
NTERNATIONAL  MANAGEMENT 
legree,  a  unique  and  exciting 
hree-part  program  designed  to  meet 
he  challenges  of  this  new  wodd 
•usiness  order. 

No  plain  vanilla  M.B.A.,  the 
1  l.M.  program  includes  such  vital 
lements  as: 

WORI.D  BUSINESS  -  TO 
PERFORM  EFFECTrVELY  IN 
THE  EVTRICACIES  OF 
MUI.TINATIONAL  FINANCE, 
MARKETEVG,  ECONOMICS 
AND  MANAGEMENT. 


•  EVTERNATIONAL  STUDIES  -  TO 
UNDERSTAND  HOW  DIFFERENT 
CULTURES,  POLITICS,  AND 
ECONOMIES  SHAPE  GLOBAL 
BUSINESS  PRACTICES. 

•  MODERN  LANGUAGES  -  TO 
COMMUNICATE  WTTH 
CUSTOMERS  AND  BUSINESS 
PARTNERS  EV  THEIR  NATIVE 
LANGUAGE. 

THUNDERBIRD  doesn  t  stop 
there.  A  highly  regarded  internship 
program  takes  smdents  to  the 
business  arena  of  multinational 
corporations  and  trade  agencies 
where  they  will  compete  as  their 
careers  unfold.  Smdy  abroad 
programs  include  THUNDERBIRD's 
facilities  in  TOKYO,  JAPAN  and  its 
FRENCH/GENEVA  CAMPUS  in 
ARCHAMPS,  as  well  as  cooperative 
programs  in  other  countries. 


More  than  an  M.B.A.,  the  M.I.M. 
provides  a  competitive  edge  for  your 
company  or  for  your  own  career  - 
domestic  or  foreign.  You  owe  it  to 
yourself  to  learn  more  about 
THUNDERBIRD  and  its  MASTER  OF 
INTERNATIONAL  MANAGEMENT 
degree. 

There's  a  world 
of  difference. 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


Office  of  Information  and  Communication  •  1S249  North  59th  Avenue  •  Glendaie,  Arizona  85306  •  602-978-7114  •  Fax:  602-978-8238 
French  Geneva  Campus  •  Tel  (33)  50-31-56-50  •  Tok-yo  Campus  •  Tel  (03)  5322-3651 

MEMBER  OF  AACSB 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  catgory  under  which  it  is  listed 
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Grainger  (W  W.)  21b 

Jefferson-Pilot  17b 

r 
w 

Great  A&P  lOc 

John  AldenRnl.17b 

Great  Lakes  Chemical  4 

Johnson  &  Johnson  12d 

F&M  Distributors  8 

Great  Western  17c 

Johnson  Controls  9c 

Family  Dollor  Stores  8 

Greyhound  Lines  23d 

Jostens  15o 

Fonnie  Mae  17a 

Grossman's  8 

K 

Fay's  12o 

Grumman  1 

GTE  22b 

Federol  Express  23c 

Kaiser  Aluminum  16a 

Federal  Home  Loon  17o 

Guilford  Mills  15d 

Kaman  21b 

Federal  Paper  Board  7b 

Gulf  States  Utilities  24a 

Kansas  Gty  Southern  23b 

Federal-Mogul  2b 

H 

Kaufman  &  Brood  13b 

Federated  Dept.  Stores  8 
Ferro  4 

Kellogg  lOb 

Kellwood  6a 

Halliburton  11c 

FHP  international  12c 

Hondlemon  21e 

Kelly  Services  21e 

Fieldcrest  Cannon  ISd 

Hanna(M.A.)4 

Kemper  17b 

Fifth  TViird  Bancorp  3b 

Hannaford  Brothers  lOc 

Kendoll  Intemotionol  12d 

Figgie  International  5 

Harcourt  General  5 

Kennometal  15b 

Fingerhut8 

Horsey-Davidson  14d 

Kerr-McGee  lib 

First  American  FinI  17a 

Harmon  International  14d 

KeyCorp  3a 

First  Bonk  System  3b 

Harnischfeger  15c 

Kimboll  International  6b 

Rrst  Brands  15a 

Hams  9h 

KimbeHy-Clork  19b 

First  Chicago  3b 

Horsco  15a 

Kmart  8 

First  Colony  17b 

Hartford  Steam  17b 

Knight-Ridder  20b 

First  Data  18c 

Hortmorx  6a 

Kohl's  8 

First  Fidelity  3a 

Hasbro  14d 

Kroger  lOc 

First  Financial  Mgmt  17a 

HCA12C 

1 
L 

Rrst  Interstate  Bancorp  3d 

Health  trust  12c 

First  of  America  Bonk  3b 

Hechinger  8 

Lo-Z-Boy  Choir  6b 

First  Union  3c 

Heilig-Meyers  6b 

Loforge  13a 

Rrstor  3b 

Heinz(H,J  )10b 

Lancaster  Colony  lOb 

Rsher  Scientific  21b 

Helene  Curtis  Industries  6d 

Londstor  System  23d 

Flogstor  14a 

Hercules  4 

Lands'  End  8 

Fleet  Financial  Group  3a 

Hershey  Foods  10b 

LDDS  Communicobons  22o 

Fleet  Mortgoge  Group  17a 

Hewlett-Packard  18b 

Leggett  &  Piatt  6b 

Fleetwood  Ents,  14d 

Hillenbrand  15a 

Leucodio  Notional  17a 

Fleming  lOo 

Hillhaven  12c 

Levitz  Furniture  6b 

Florida  Progress  24a 

Hilton  Hotels  14c 

Lilly  (Ell)  12b 

Flowers  Industnes  10b 

Holly  lib 

Limited  8 

Fluor  21a 

Home  Depot  8 

Lincoln  Notional  1^^ 

FMCISc 

Home  Shopping  8 

Litton  Industries  9b 

Food  Lion  lOc 

Homestoke  Mining  16c 

Liz  Claiborne  6a 

Foodmaker  14a 

HON  Industries  18a 

Ford  Motor  2a 

Honeywell  Oc 

Loctite  4 

Foster  Wheeler  21a 

Hook-SupeRx  12a 

Loews  17a 

Foundation  Health  12c 

Horace  Monn  17b 

Long  Island  Lighting  24a 

FoxMeyer  12a 

Hormel  Foods  lOb 

Longs  Drug  Stores  12a 

FPL  Group  24a 

Househokd  btemabond  1 7a 

Longview  Rbre  7b 

Freeport-McMoRan  4 

Houston  Industries  24a 

Loral  9b 

RBepatMcMoRcjiC&G16c 

Huffy  14d 

Lotus  Development  18e 

Fremont  General  17b 

Humana  12c 

Louisiano  Land  lib 

Fruit  of  the  Loom  6a 

Hunt  (J.B.)23d 

Louisiano^acific  19a 

Fuller  (H.B.)  4 

Huntington  Boncshares  3b 

Lowe's  8 

1 

LSI  Logic  9d 
LTV  5 

Gannett  20b 

IBM  18b 

Lubnzol4 

Gap  8 

IBPlOb 

Lukens  16b 

GAT^23d 

Illinois  Power  24a 

Lyondell  4 

Gaylord  Ent  20a 

Illinois  Tool  Wortcs  15a 

■a 

M 

Geico  17b 

IMC  Fertilizer  4 

GenCorp  1 

Imcero  Group  12d 

Magma  Copper  16c 

General  Dynamics  1 

Imo  Industries  Oc 

Generot  Electric  5 

(noCom  21e 

ManorColfrac 

General  Instrument  9h 

IngersoH-Rond  15c 

Manpower  ale 

General  Mills  lOb 

Inland  Steel  16b 

Monville  19b 

General  Motors  2a 

Integro  Financial  3a 

Mapcollb 

General  Public  Uts  24a 

Intel  9d 

Marion  Merrell  Dow  12b 

General  Re  17b 

Intelligent  Electronics  18a 

Marie  IV  Industries  15a 

General  Signal  15c 

Interco  6b 

Marriott  Inti.  14a 

Genuine  Ports  21b 

Interface  15d 

Marsh  &  McLennan  17a 

Geon  4 

Intergraph  18b 

Marsh  Supermarkets  lOc 

Georg.o  Gulf  4 

InteHoke  15< 

Marshall  Industries  21b 

Georgio-i^ncific  19a 

International  Flavors  4 

Mortin  Marietta  1 

Gerber  Products  lOb 

InH.  Multifoods  lOb 

Mosco  6b 

Giant  Food  lOc 

International  Paper  19b 

MoscoTech  2b 

Giddings  &  Lewis  ISb 

Interpublic  Group  21d 

MoHel  14d 

GilleHe  6d 

Interstate  Bakeries  10b 

Maxtor  18b 

GterKlole  Federd  Bonk  17c 

Itel5 

Moxus  Energy  lib 

GM  Hughes  Electronics  9h 

ins 

May  Department  Stores  8 

Golden  West  17e 

J 

Maytag  6b 

Goodrich  (B  F.)  4 

McCaw  Cellular  22a 
McCormick  10b 

Goodyear  Tire  £  Rubber  2c 

Jacobs  Engineering  21a 

Grace  (W  R,)4 

James  River  19b 

McDermottlntl.21o 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MCN24b 

Mead  19b 

Medical  Care  America  12c 
Medtronic  12d 
Mellon  Bonk  3a 
Melville  8 
Mercantile  Stores  8 
Merck  1^ 
Meredith  20b 
Meridian  Boncorp  3a 
Merisel  18a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
MicroAge  18a 
Micron  Technology  9d 
Microsoft  18c 
Midlanttc  3a 
Miller  (Henman)  18a 
Millipore  9c 
Minnesota  Mining  15a 
Mirage  Resorts  14< 
Mitchell  Energy  lib 
Mobil  lib 
Molex  9d 
Monk-Austin  21b 
Monsonfo  4 
Morgan  (J  P  )  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorolo  9b 
Murphy  Oil  lib 
Musicland  Stores  14d 

N 


Nocco  Industries  11a 
Nolco  Chemical  4 
National  City  3b 
Notionol  Fuel  Gas  24b 
Notional  Health  Lobs-  12c 
Notional  Medico!  12c 
Notionol  Semicond,  9d 
Nationo!  Service  9a 
Notional  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NBD  Boncorp  3b 
Neimon  Marcus  Group  8 
New  Engkind  Electric  24a 
New  YoHc  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
Novell  18c 
Nucor  16b 
NWNL17b 
Nynex  22b 


Occidental  Pet.  lib 
Office  Depot  21b 
Ogden  5 

Ohio  Casuolty  17b 
Ohio  Edison  24a 


Oklahoma  G&E  24a 
Old  Republic  InH.  17b 
Clin  4 
Olsten  21e 
Omnicom  Group  21d 
Oracle  Systems  18c 
Orion  Copitol  17b 
Oryx  Energy  lib 
Oshkosh  Truck  2a 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens^oming  13a 
Owens-Illinois  7a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Podfic  Telesis  Group  22b 
PacifiCare  Health  12c 
PocifiCorp  24a 
PoineWebber  Group  17a 
Palls 

Panhandle  Eastern  24b 
Paramount  Communs.  14b 
Parker  Hannifin  15a 
Payless  Coshways  8 
Penn  Central  5 
Penn  Traffic  lOc 
Penney  (J.C.)8 
Pennsylvanio  Power  24a 
Pennzoil  lib 
PentairlSc 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer9c 
Perry  Drug  Stores  12a 
Pel  lOb 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  21e 

Philadelphia  Electric  24a 
Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
Pier  I  Imports  6b 
Pinkerton's  21e 
Pinnacle  West  24a 
fV^neerFhondd  Services  17b 
Pioneer  Hi-Bred  10b 
Pitney  Bowes  18a 
Pittston  Minerals  11a 
Pittston  Services  23c 
Ply  Gem  Industries  13a 
PNC  Bank  3a 
Polaroid  14d 
Potlatch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Praxair  4 

Premork  International  5 
Premier  Industrial  21b 
Price/Costco  8 
Primerica  17a 
Procter  &  Gamble  6d 
Progressive  17b 
Promus  14c 
Protective  Life  17b 
Provident  Life  17b 
PS  Co.  of  Colorado  24a 
Public  Service  Ent  24a 
Pulte  13b 


Quaker  Oats  lOb 
Quaker  State  lib 
Quantum  18b 
QVC  NetwoHt  8 


Rolston  Purina  Group  lOb 
Roychem  9a 
Raytheon  9b 
Reader's  Digest  20b 
Reebok  International  6a 
Reliance  Electric  9a 
Reliance  Group  17b 
Republic  New  York  3a 
RevcoD.S.  12a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  lOa 
Rite  Aid  12a 
Riverwood  InH.  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  Telepf>one  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohrl 

Ross  Stores  8 
Rouse  13b 
RPM13a 
Rubbermoidl5a 
Ruddick  lOc 
Russell  6a 
Ryder  System  23c 
Rylond  Group  13b 

s 


Safeco  17b 
Safety  Kleen  21e 
Safeway  lOc 
Sollie  Moel7a 
Salomon  17a 
Son  Diego  G&E  24a 
Santo  Fe  Pacific  23b 
Sara  Lee  lOb 
Sovonnoh  Foods  lOb 
SCEcorp  24a 
Schering-fHough  12b 
Schlumberger  11c 
Schulmon  (A.)  4 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scisntific-Arionta  22a 
Scott  Poper  19b 
Scripps(E,W.)20b 
Seogate  Technology  18b 
Sears,  Roebuck  8 
SdedMshsLfonoe  Group  17b 
Sequa  1 

Service  Corp,  Intl.  21e 
Service  Merchandise  8 
ServiceMoster  21c 
Shaw  Industries  15d 
Showmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Sigmo-Aldrich  12b 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Finol  lOa 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  lOb 
Snap-on  Tools  15b 
Society  3b 
Sonat24b 
Sonoco  Products  7b 
Southern  24a 
Southern  New  Eng.  TeL  22b 
SouthTrust  3c 
Southwest  Aidines  23a 
Southwestern  Bell  22b 
Spiegel  8 

Springs  Industries  15d 
Sprint  22a 
SPX  15b 


St  Poul  17b 

Standard  Commercial  6e 
Standard  Federal  Bonk  17c 
Standard  Products  2b 
Stondord  Register  18a 
Stanhome  6d 
StonleyWoHcs15b 
Staples  21b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strowbridge  &  Clothier  8 
Sun  lib 

Sun  Microsystems  18b 
SunAmerico  17a 
Sunbeam-Oster  6b 
Sundstrond  1 
SunTrust  Bonks  3c 
Super  Food  Services  10a 
Supervalu  lOa 
Syntex  12b 
Sysco  lOa 

T 


TokeCore  12c 
Tombronds  6d 
Tandem  Computers  18b 
Tandy  18b 
Tech  Doto  18a 
Tecumseh  Products  13a 
Tektronix  9c 
Telecommunications  20a 
Teiedyne  5 
Temple-lnlond  7b 
Tenneco  5 
Terra  Inds.  4 
Tesoro  Petroleum  lib 
Texaco  lib 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thermo  Electron  9c 
Thiokol  1 

Thomas  &  Betts  9a 
Thorn  Apple  Volley  lOb 
3Com  18b 
3M15a 

TIG  Holdings  17b 
Time  Womer  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

TNT  Freightwoys  23d 
Torchmork  17b 
Toro  6b 
Tosco  lib 
Toys 'R' Us  8 
Tronsomerico  17a 
Tronsatlanlic  Hokdings  17b 
Transco  Energy  24b 
Travelers  17b 
Triorc  15d 
Tribune  20b 
Trinity  Industries  23c 
Trinovo  15a 
TRW  5 

Turner  Broadcasting  20a 
20lh  Century  Industnes  1 7b 
Tyco  International  15c 
Tyco  Toys  14d 
Tyson  Foods  lOb 

u 


U.S.  Bancorp  3«l 

U  S.  Healthcare  12c 

U.S  Home  13b 

U  S  Shoes 

U  S.  Surgical  IM 

UALaSo 
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INVESTMENT  SC 


Star  Light, 
Star  Bright 

This  is  the  first  star  you'll  see. 
From  the  U.S.  Environmental 
Protection  Agency's  Energy 
Star  Program.  Look  for  it  on 
personal  computers,  monitors, 
and  printers— the  first  of 
many  energy-efficient  prod- 
ucts designed  by  leading  man- 
ufacturers in  partnership  with 
EPA.  The  Energy  StarTM  logo 
identifies  products  that  maxi- 
mize energy  efficiency  and 
reduce  air  pollution  associated 
with  power  generation.  And, 
you  '11  get  your  wish — electric 
bills  cut  down  to  earth.  To 
learn  more  about  Energy  Star 
•    call  202  233-9230  or  write 
Energy  Star,  U.S.  EPA, 
401  M  Street,  SW  (6202J), 
Washington,  DC  20460. 


EPA      POLLUTION  PREVENTER: 


The  first  US.  college  economics 
textbook  published  for  the 


emerging  free  market 


system  of  the  new  Russia. 


The  first  computer  software 


for  attorneys  and  accountants 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  satellite-delivered 
price  and  news  system 
tailored  to  the  $l()()-billion 


natural  gas  industry. 
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ecurities  identification  system 
>n  CD-ROM  laser  disk. 
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Hie  Multimedia  Encyclopedia  of  Mammalian  Biology  on  CD-ROM 
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At  McGr2^w-Hill,  being  first 
is  almost  second  nature. 
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The  first  multimedia  learning 
system  integrated  with  a 
Dublic  television  series  for  the 
itudy  of  Spanish. 
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"he  first  real-time  Japanese 
ond  and  money  market 
nalysis  for  financial 


rofessionals  worldwide 


International's  Yen  Market  Analysis 


\9 


i  ii 


The  first  major  U.S.  business 
news  magazine  published  in  Russian. 


Business  Week/Russian  Language  Edition 


Aviation/Aer%K 

In  print  through  books,  magazines  and  newsletters  •  On-line 
over  ^ectronic  networks  •  Over  the  air  by  television,  satellite  and  FM 
sideband  •  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually — to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 


d  &  Poor's  CreditWire 


At  McGraw-Hill,  belig  first 
is  almost  second  nature. 


YOUR  WINNING  STOCK  PICKS  COULD  HELP  YOU  WIN  THIS  1994  LINCOLN  MARK  VIM 


Fidelity  Brokerage 
Invites  You  To  Test 
Your  Wall  Street 
Savvy. 

Take  the  opportunity  to 
invest  $250,000  in  the 
stock  nnarket,  absolutely 
risk-free.  From  February 
1  through  March  31, 
you  can  experience  the 
thrill  of  investing  with 
Play  Money.  And  if 
your  strategy  hits  the 
mark,  you'll  drive  away 
with  this  new  1 994 
Lincoln  Mark  VIII. 

Play  The  Market 
RISK-FREE 
For  Cash  &  Prizes! 


Here's  How  It  Works. 

You'll  make  your  trading  decisions 
through  a  toll-free  Investment  Challenge 
800  number.  A  staff  of  telephone  repre- 
sentatives will  execute  your  orders  using 
real-time  prices  direct  from  Wall  Street. 
You'll  trade  just  like  you  v^ould  in  a  Fidelity 
Brokerage  Account.  The  only  difference 
is  -  it's  Ploy  Money. 

You'll  Know  Where  You  Stand. 

Business  Week  v/ill  follow  the  competi- 
tion every  other  week,  listing  the  leaders 
and  their  portfolio  values.  Each  month, 
you'll  receive  a  statement  detailing  your 
activity,  and  ranking  you  against  other 
traders  nationwide. 

Win  Valuable  Prizes. 

The  player  with  the  most  valuable  portfo- 
lio on  March  3 1 ,  will  drive  home  a 
brand  new,  1994  Lincoln  Mark  VIII  with 
$2,000  in  cash.  Or  you  could  win  one 
of  the  cash  prizes  listed  here.  Other 
prizes  include  Fidelity's  On-Line  Xpress," 
our  financial  software  valued  at  $49.95. 


Coll  Today. 

Whether  you're  an  experienced  investor 
or  just  starting  out,  learn  how  to  test  your 
skills  on  Wall  Street  end  gain  practical 
investment  experience.  Register  before 
January  1 5  to  receive  $10  off  the  regular 
$79.95  price. 

This  could  be  your  only  chance  to  prac- 
tice investing,  risk-free.  So  test  your  Wall 
Street  skills  with  Play  Money.  And  if 
you're  lucky  -  your  driving  skills  tool 

Prize  Chart 


1st  Place 

Mark  VIII  +  $2,000 

2nd  Place 

$1,500 

3rd  Place 

$1,250 

4th  Place 

$1,000 

5th  Place 

$900 

6th  Place 

$800 

7th  Place 

$700 

8th  Place 

$600 

9th  Place 

$500 

10th  Place 

$400 

11th  Place 

$350 

12th  Place 

$300 

13  th  Place 

$250 

14th  Place 

$200 

15th  Place 

$100 

The  Fidelity  Investment  Chollenge  is  a  contest  adrdinistered  on  Fidelity's  behalf  by  REPLICA  Corporation  and  its  affiliate. 
Wall  Street  Portfolios  Although  the  contest  simulates  actual  market  conditions,  neither  the  money,  securities  or  transac- 
tions ore  real  Awards  of  prizes  are  the  sole  responsibility  of  REPLICA,  and  winners  may  be  subject  to  taxes  for  p-izes. 
The  Fidelity  Investment  Challenge  is  not  open  to  employees  or  their  immediate  fomilies  of  any  of  the  affiliated  Fidelity 
Investments  companies.  This  contest  is  for  amateur  investors  only.  Professional  brokers  may  not  participate. 


Fidelity 
imresiments' 

Discount  Brokerage 


BusinessWeek 


Beyond  news.  Intelligence. 


LIMITED     TIME      OFFER  $7 


OW     ONLY  $69.95 


CALL  l-800'858^1994^Exl  15 


UCTION 

m  lost  week:  -0.3% 
m  last  year;  6.4% 


1967=100  (four-week  moving  overage) 


Dec  4 
195  2 


Nov  27 
195.8 


Apr 
1993 


Aug. 
1993 


Dec, 
1993 


luction  index  fell  during  the  week  ended  Dec.  4.  Seasonally  adjusted 
t  plunged,  due  in  port  to  labor  disturbances.  Production  of  autos,  trucks, 
wer,  and  lumber  declined  as  well.  Steel  and  crude-oil  refining  output  and 
trafffc  rose,  while  poperboard  and  paper  output  were  unchanged  from  the 
veek.  Before  calculation  of  the  four-week  moving  average,  the  index 
>  193  2,  from  194. 

BW  production  inc'ex  copyright  1  993  by  McGraw-Hill  Inc 


LEADING 

change  from  lost  week;  0.4% 
Change  from  last  year:  7,1% 

232   


Dec  4 
231  0 


Nov  27 
230,1  r 


Apr 
1993 


Dec 
1993 


1992  1993  1993 

The   leading   index  rose  moderately  in  the  week  ended  Dec.  4.  Higher  stock 

prices,  lower  bond  yields,  and  faster  growth  in  real  estate  loans  indicote  better 

future  expansion  in  the  economy.  But  a  plunge  in  materials  prices  and  a  jump  in 

large-business  failures,  along  with  slower  M2  growth,  are  negative  growth  signals. 

Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  232.1,  from 
230.6  in  the  previous  week. 

Leading  index  copyright  1993  by  Center  for  Inlernolional  Business  Cycle  Research 


aiOH  INDICATORS 


i!f;V]i:ni:i']['>;\('i: 


week 

Week 
ago 

%  Change 
year  ago 

1 1 )  thous.  of  net  tons 

1,850 

1,856# 

9.2 

/1 1)  units 

148,301 

149,084r# 

6.4 

2/11)  units 

1 10,404 

1 12,054r# 

1 1.6 

'OW£R  ( 1 2/ 1 1 )  millions  of  kilowatt-hours 

57,784 

57,2 18# 

-5.4 

REFINING  (12/11)tf)ous.ofbbl./day 

13,693 

13,846# 

4.1 

1)  thous.  of  net  tons 

18,207# 

15,1  10 

-8  4 

RD  (12/4)  thous.  of  tons 

819.4# 

832. Ir 

1.5 

M)  thous.  of  tons 

801. 0# 

81  l.Or 

2.4 

2/4)  millions  of  ft. 

467.2# 

309.4 

-3.6 

!HT  (1 2/4)  billions  of  ton-miles 

22. 8# 

17.8 

2.7 

merican  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
troleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
Railroods 


It  EXCHANGE 


latest 
week 

Week 
ago 

Year 
ago 

YEN  (12/15) 

1 10 

109 

123 

/lARK  (12/15) 

1.71 

1.71 

1.57 

)UND  (12/15) 

1.48 

1.49 

1.57 

!ANC  (12/15) 

5.86 

5.87 

5.35 

DOLLAR  (12/15) 

1.33 

1.32 

1.27 

iNC  (12/15) 

1  47 

1.47 

1.41 

'ESO  (12/15)' 

3.1 13 

3.104 

3.1 18 

.ajor  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  exce 
tssed  in  dollars 

pt  for  British 

UrtMt 
week 

Week 
ago 

%  Change 
year  ago 

1 5)  $/troy  oz. 

385.600 

382.300 

14.3 

iP  (12/14)  #1  heavy,  $/ton 

139  00 

137.50 

50.3 

FS  (12/14)  index,  1967=100 

221  7 

222  3 

8.7 

2/11)  C/lb. 

82.0 

74  5 

-20.4 

(1  (12/1 1)  C/lb. 

52.3 

50  8 

-4.1 

:/ll)#2  hard,  $/bu. 

3  93 

3.85 

4.0 

2/ll)strict  low  middling  l-l/16in. 

</lb.  6995 

59  14 

33.0 

mdon  Wedne:,day  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
3s  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (12/10)  S&P  500 

465.52 

462.80 

7.0 

CORPORATE  BOND  YIELD,  Aaa  (12/10) 

6.86% 

6.95% 

-14.3 

INDUSTRIAL  MATERIALS  PRICES  (12/10) 

93.5 

93.4 

-3.6 

BUSINESS  FAILURES  (ii/29) 

360 

320 

-21.2 

REAL  ESTATE  LOANS  (i  i/27)  billions 

$408.4 

$405. 7r 

11 

MONEY  SUPPLY,  M2  (n/25) billions 

$3,513.4 

$3,513. 8r 

1.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (11/23)  thous 

322 

338 

-0  9 

Sources:  Standord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  BracJ- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  foilures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (Nov  ) 

145.8 

145.5 

2.7 

RETAIL  SALES  (Nov  )  bill 

ons 

$178.9 

$178. 2r 

7.1 

INDUSTRIAL  PRODUCTION  (Nov  )  total  index 

1 13.2 

112  2 

4.4 

CAPACITY  UTILIZATION  (Nov ) 

83.0% 

82.4% 

2.7 

Sources:  BIS,  Census  Bureau,  Federal  Reserve  Board 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (ii/29) 

$1,127.3 

$l,124,4r 

10.5 

BANKS'  BUSINESS  LOANS  (12/1) 

273.5 

272. 4r 

-2.8 

FREE  RESERVES  (12/8) 

1,154 

l,013r 

54.7 

NONFINANCIAL  COMMERCIAL  PAPER  (12/1) 

159  4 

159.7 

5.6 

Sources:  Federal  Reserve 
two-week  period  in  millions] 

Board  (in  billions,  except  for 

free  reserves. 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (12/14) 

2.95% 

2.67% 

2.93% 

PRIME  (12/15) 

6.00 

600 

6.00 

COMMERCIAL  PAPER  3-MONTH  ( 12/1 4) 

3.35 

3.42 

3.68 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/15) 

3.25 

3.33 

3.44 

EURODOLLAR  3-MONTH  (12/10) 

3.33 

3.38 

3.54 

Sources:  Federal  Reserve  Board,  First  Boston 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equipment, 
//ood  Products  Assn.    2  =  Southern  Forest  Products  Assn     3 =Free  market  value    NA=Nat  available    r=revised    NM  =  Not  meaningful 
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Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  tides,  and  respon- 
sibilities of  their  1 1 1,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
1 2  Alfred  S treet,  Wobum,  MA  0 1 80 1 . 


When 
you  give  bfood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 
another 
chance. 

+ 

American  Red  Cross 

Please  give  blood. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  0  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  ore  not  included. 


ABT  Building  Products  126 

Adams,  HarknessS  Hill  136 

Advanced  Information 
Services  96 

All  American  Communicotions  86 

America  West  Airlines  143 

American  Freightwoys  106 

Aoyamo  Trading  106 

Asia  Television  58 

AT&T  97 

Auspex  Systems  106 
AutoPocific  Group  38 
Awad  &  Associotes  86 

B 


Bonk  of  New  York    86,  I  1  8 
Bonk  of  Tokyo  46 
Bank  Vontobel  102 
Boring  Securities  100 
Bechtel  Group  36 
Bell  Atlantic  8 
BMW  100 
BOSC  Group  126 
Boston  Chicken  84,  90 
Boston  Co  72 

Bridge  Informotion  Systems  136 

Britlslt  Petroleum  97 

Bntisfr  Telecom  96 

Brown  Brothers  Horrrmun  114 

BTR  106 

Bulgari  44 

Burlington  Resources  110 


Coble  8.  Wireless  96,  102 
Capitol  Research  110 
Copsure  Holdings  84 
Lorgill  36 
Cortier  44 

Cotalina  Marketing  106 
Cotr-rpilla.    36,  100 
Cemi.  100 
Centex  80,  126 
Century  21  Real  Estate  126 
Champion  International  88 
Chase  Manhattan  Bonk  118 
Christies  44,  132 
Chrysler  37,38,80,  100,  106 
Cisco  Systems  106 
Citicorp  143 
Colony  Copifol  46 
Compoq  Computf  i  80 
Countrywide  Credit  Industries  88 
Creslmont  Finonciol  86 
CS  First  Boston  46,72,76,98, 
131 

CTC  100 
Cy-i.  41 

D 


Dean  Witter   80,  122 
Dee.e  36,80 
Dell  90 

Delta  Air  Lines  37 


Donaldson,  Lufkm  &  Jenrette  76 
Dreyfus  86,  114,  118 
DuPont  34 


Earnst  &  Young  56 

Eastman  Kodak  49 

Eaton  Vonce  Management   1 10 

Equiloble  Life  106 

Equrlilinlt  Australia  100 

Exide  Electronics  84 


Fibreboord  136 

Fidelity  Investments   1 10,  1 14 

Finonciol  Guaranty 

Insurance  118 
First  American  Notional  Bank  84 
First  Asia  Securities  96,100 
First  Boston    12,  46 
First  Chicogo  86 
First  Interstate  Bonk  68 
Fluor  80 

Ford  38,  80,  106 

Fronk  Russell  84 

G 


GEC  Plessey 
Telecommunications  97 

Gensio  Pharmoceuticals  106 

Gente«  90 

Glaxo  86 

Glickenhaus  88 

Global  Marine  88 

GM  38,  80,  106 

Goldmon,  Sachs  80 

Golin-Horris 

Communications  46D 
Gruntal  90 
Gunlher&Sohn  102 

H 


Hanson  106 

Howksbill  Capital 
Monogement  136 

Healthcare  110 

Hilton  Hotels  46 

Hitachi  98 

Hoechst  86 

Hoffmonn-Lo  Roche  86 

Honda  38,  98 

Hong  Kong  Telecom  96,102 

Host  Marriott  126 

HSH  Associotes  126 

I 


Ibbotson  Associotes  76 

IBM  48,  49,  100 

ICA  100 

IDB  Communications  Group  106 
Industrial  Bank  of  Japon  46 
Infinity  Broadcasting  106 
Ingersoll-Rand  80 
Inland  Steel  8 

Integrated  Health  Services  106 
Intel  41 
Invesco  102 
Ito  Yokodo  98 


John  Henry  122 

K 


Koplon  131 
KBI  34 

Kendall  Square  Research  49 
Kenneth  Leventhal  46 
Kidder  Peabody  8,  88 
Kokusoi  Investment  Trust 

Monogement  98 
KPMG  Peat  Morwicfc  126 


La  Quinta  Motor  Inns  126 
Lakeside  Group  132 
Lozord  Freres  39 
Lehman  Brothers  58,  80,  96, 

131 

Lennor  126 
Lexington  Strategic 
Investments   1 36 
Loomis  Soyles  38 
Lorol  49 
Lowes  110 
LTV  88 

M 


Mocquarie  Equities  100 
Malaysia  Fund  106 
Manville  143 
Marion  Merrell  Dow  86 
Mossochusetts  Financial 

Services  114 
McCaw  Cellular 

Communications   1 36 
McGraw-Hill  32,  143 

MCI  106 

McKinsey  97 

Mellon  Bonk  86 

Mendinn  Monogement  106 

Merrill  Lynch  96,  76,  100,  122, 

136 

Merry-Go-Round  Enterprises  84 
Methode  Electronics  106 
Microsoft  80 
Mitsubishi  Bonk  46 
Mitsubishi  Motors  98 
MMS  International  28,  32 
Morgan  Stanley  28,  37,  40,  46, 

110 

Morningstar  131 
Motorola  80,  110 
Muroto  Manufocturing  98 

N 


Notionol  Medical  Ente'prises  49 
NEC  98 

Network  Computing  Devices  106 
Newbridge  Networks  96 
Nexlel  106 

Nicolas  Schlumberger  102 
Nikko  Securities  98,  1  14 
Nokia  106 
North  Fork  Bancorp  86 
Nucor  8 

o 


Occidental  Petroleum  106 
Oppenheimer  86 
Oracle  Systems  80 
Oregon  Steel  Mills  8 
Owens  Corning  126 

P 


Paine Webbei  68,76,80,110 

Paramount  Communications  39 
Poul  Tudor  Jones  122 
Philips  102 
Pilgrim  Group  90 
Poloroid  40 
Prime  Motor  Inns  126 
Procter  &  Gamble  86 
Promus  106 

Prudential  Securities  84,143 

Q  


Quolcomm  90 
QVC  Network  39 

R 


Royborn  90 
Reynolds  Metals  72 
RES  Hotel  Investors  126 
Rochester  Community  Savings 

Bank  86 
Rohm  98 
Ross  Systems  106 
Rowan  106 

s 


Sakuro  Bonk  46 
Salin  Group  58 
Solomon  Brothers  49,80,  100 
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estment  Figures  of  the  Wee 


4TARY 

ing  week  in  the  financial 
I  nflation  worries  pum- 

bond  market,  and  the 
'  >ct  extended  into  stocks, 
J  ly  blue  chips.  The  Dow 
'  jstrial  average  fell  on 
'  nd  15,  with  the  malaise 
I  ond  day  helped  along 
I  3  drop  in  Eastman  Ko- 
i  .ell-off  was  accompanied 
j  9  in  bearish  sentiment, 
;  ut-call  ratio  sentiment  in- 
I  oving  more  strongly  into 
(  irritory.  So  the  decline 
I  be  short-lived. 


STOCKS 


BONDS 


THE  DOLUR 


Dec.       June       Dec.     Dec.  9-15                     Dec.       June       Dec.     Dec.  915                     Dec.       June       Dec.     Dec.  815 
480|   I  475      1700|   |   1635      100  |   |  92 


461  84 

460  1400 


—  1560  70 


52-weelc  change 
+  7.0% 


1  -week  change 
-1.0%. 


52-week  change 
+ 1 0.0% 


1  -week  change 
-1.5% 


52-week  change 
-^3.3% 


1  -week  change 
+0.8% 


bCET  ANALYSIS 

ICKS 

Latest 

%  change 
Week  52-weeli 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

:OMPANIES  (S&P  MidCap  Index) 
MPANIES  (Russell  2001] 
AHIES  (Russell  3000) 

3716.9 
173.3 
249.8 
265.8 

-0.5 
-1.1 
-1.8 
-1.1 

14.2 
1 1.8 
17.5 
8.2 

90-DAY  TREASURY  BILL  YIELD 
3&YEAR  TREASURY  BOND  YIELD 

j&r  j\9v  UlYIUtHl/  IICLU 

S&P  SOO  PRICE/EARNINGS  RATIO 

3.09% 
6.29% 
2.63% 
22  5 

3.14% 
6.17% 
2.75% 
22  8 

3.29% 
7.44% 
2.86% 
23.9 

>1  STOCKS 

Latest 

%  change  (1 
Week 

seal  currency) 
52-week 

Latest 

Week  ago 

Reading 

S&P  500  26-week  nnoving  average 
Stocks  above  26-v/eek  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

457.3 
45.9% 
0  43 

1.81 

456.6 
51.1% 
0.41 
1.95 

Positive 
Neutral 
Positive 
Positive 

[FINANCIAL  TIMES  100)             3278  8 
IKKEIINDEX)                     17,489  2 
(TSE  COMPOSITE)                  4225  6 

0.0 
5.9 
-19 

20.0 
1.3 
28.2 

ISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

riON  CONTROL 

16.0 

-25.9 

WMX  TECHNOLOGIES 

16.9 

-31.4 

27  Ve 

i 

10.1 

1 1.1 

INCO 

13.0 

15.5 

26  Vb 

rAL  MANAGEMENT 

9.6 

36.2 

NATIONAL  MEDICAL  ENTERPRISES 

13.0 

8.3 

13 

i  AND  MOTELS 

9.5 

91.0 

HILTON  HOTELS 

17.2 

29.3 

54  Ve 

ICAL  EQUIPMENT 

6.5 

16.9 

GENERAL  ELECTRIC 

8  6 

22.2 

1 02  % 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

PLORATION  AND  PRODUCTION 

-14.2 

-3.5 

MAXUS  ENERGY 

-26  9 

-26.9 

43/4 

LTY  APPAREL  RETAILERS 

-12.7 

-15.9 

LIMITED 

-21.4 

-35.3 

17% 

ID  GAS  DRILLING 

-10.2 

11.0 

ROWAN 

-13  9 

3  3 

73/4 

-7.7 

-32.3 

GENESCO 

-16.0 

-38.2 

5  '/4 

ONDUCTORS 

-7.4 

53.8 

NATIONAL  SEMICONDUaOR 

-1 1.9 

37.2 

143/4 

ALfUHDS 


s 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

LL  LYNCH  LATIN  AMERICA  B 

10.3 

EQUITY  STRATEGIES 

-17.4 

rY  LATIN  AMERICA 

9.2 

ALLIANCE  COUNTERPOINT  C 

-15.2 

T  EMERGING  MARKETS 

8.9 

STATE  STREET  RESEARCH  GLOBAL  ENERGY  A 

-14.8 

etal  return 

% 

52-week  total  return 

% 

iTON  STRATEGIC  INVESTMENTS 

»  SERVICES  GOLD 

:K  INTERNATIONAL  INVESTORS 

239.2 
106.2 
102.5 

PILGRIM  CORPORATE  UTILITIES 

INVESCO  STRATEGIC  ENVIRONMENTAL  SERVICES 

INVESCO  STRATEGIC  HEALTH  SCIENCES 

-17.5 
-13.0 
-11.6 

S&P  500 
4-weelc  total  return 


MORNINGSTAR  INC. 

HBBIHI    Average  Fund 
52-week  total  return 


TIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


imeunts 
It  the  present 
$10,000 
one  year  ago 
>ortf  olio 

ges  indicate 
rotal  returns 


Foreign  stocks 
$13,234 

+0.56% 


Treasury  bonds 
$12,087 

-1.58% 


Gold 
$11,547 

+2.68% 


U.S. stocks 
$10,929 

-0.79% 


III! 


Money  market  fund 
$10,214 
+0.04% 


lis  page  ore  as  of  market  close  Wednesday,  Dec.  15,  1993,  unless  otherwise  indicated, 
js  include  S&P  500  companies  only,  performance  and  shore  prices  are  as  of  market  close 


Dec,  14  Mutual  fund  returns  are  as  of  Dec.  10.  Relative  portfolios  ore  valued  as  of  Dec.  14,  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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[Editorials  1 

THE  NEW  RUSSIA  S 
BAD  OLD  INSTINCTS 

is  "not  much."  The  U.  S.  markets  simply  aren't  attra 
they  mutter.  Di\idend  fields  are  too  low,  price-eamin 
tios  are  too  high,  and  interest  rates  are  poised  to  ris 
stead,  eye-popping  returns  He  abroad,  in  European  be 
and  emerging-country  markets. 

Perhaps.  But  we  suspect  that  those  who  voice  thes( 
ries  about  the  U.  S.  markets  underestimate  the  eco 
fundamentals.  As  the  rest  of  the  industrial  world  langi 
U.  S.  corporate  profits  are  poised  to  rise  by  more  tha 
next  year.  American  companies  have  boosted  their  pi 
ti\ity  in  recent  years  by  overhauling  the  workplace  a 
vesting  in  new  technologies.  In  sharp  contrast,  Jap 
and  European  companies  have  just  begun  a  painful  re 
turing  process. 

What's  more,  fears  of  rising  inflation  and  interest  n 
the  U.  S.  are  overblowTi.  With  the  drop  in  the  price  of 
flation  in  this  coming  year  could  possibly  fall  below 
2.7%  annual  rate.  That  means  fixed-income  investors 
enjoy  decent  inflation-adjusted  returns  even  if  long-te 
terest  rates  stay  around  current  levels. 

This  is  not  to  say  that  investors  should  follow  an 
tionist  policy.  Diversification  is  a  hallmark  of  modem  p< 
management.  It  clearly  pays  to  spread  investment 
across  a  wide  range  of  markets  to  reduce  overall  risi 
the  trend  toward  global  financial-market  integration 
that  investing  abroad  is  easier  and  safer  than  ever  1 
For  the  U.  S.  investor,  the  increased  opportunities  abro 
only  be  a  good  thing.  But  they  should  not  distract  the 
investor  from  the  powerful  possibilities  at  home. 

|H|o  Western  eyes,  the  elections  held  in  Russia  on  Dec.  12 
produced  ominous  results.  Yes,  Boris  Yeltsin  succeeded 
H  in  obtaining  approval  of  the  draft  constitution  and  thus 
can  claim  constitutional  legitimacy.  But  the  elections  of  can- 
didates backing  the  party  of  ultranationalist  Vladimir  V. 
Zhirinovsky  raised  the  specter  of  a  great  leap  backward 
into  a  new  and  even  uglier  version  of  the  former  So\'iet 
empire  or  even  the  Czarist  imperium. 

To  counteract  this  strong  and  growing  extremist  threat,  all 
reform  parties  must  stop  their  bickering  and  band  together. 
And  it's  time  for  doctrinaire  government  reformers  such  as 
Yegor  Gaidar  and  Boris  Federov  and  their  Western  advisers 
to  ease  up  and  recognize  that  many  Russians  voted  for  the 
extremists  as  a  protest  against  "shock  therapy." 

Western  economic  advisers  such  as  Harvard  University's 
Jeffrey  Sachs  argue  that  their  policies  of  shock  therapy  nev- 
er actually  had  a  chance  to  work  because  the  central  bank 
sabotaged  economic  reform.  True  enough.  But  the  perception 
in  Russia  is  that  a  rigid  reformist  ideologj'  has  dealt  a  body 
blow  to  the  economy  of  a  once-great  nation. 

Now,  instead  of  struggling  to  meet  Interaational  Monetary 
Fund  targets  for  fiscal  discipline,  the  government  should 
focus  on  designing  a  sturdy  social  safety  net  for  pensioners 
and  the  unemployed.  Instead  of  simply  cutting  loose  newly 
privatized  companies,  the  government  should  help  shore  up 
select  companies  with  government  aid.  Instead  of  letting 
new  businesses  develop  in  a  haphazard  free-for-all,  the  gov- 
ernment must  dedicate  itself  to  rooting  out  corruption  and 
controlling  the  growth  of  organized  crime's  influence  in  busi- 
ness. Instead  of  focusing  on  the  center,  the  government 
must  design  taxes  and  regulations  so  that  more  power  de- 
volves to  the  regions. 

None  of  this  means  that  economic  stabilization— the 
achievement  of  monetary  and  fiscal  discipline— should  be 
abandoned  as  an  objective.  But  hard  and  fast  rules  for 
achie\ing  that  objective  should  be  eased.  The  reformers 
must  coalesce  on  these  issues  and  rob  their  critics  of  their 
ammunition.  Otherwise,  Russia  faces  a  far  more  troubling 
prospect  than  temporal  budget  overruns:  the  rise  of  a  re- 
vanchist  leadership,  intent  on  restoring  to  Russia  its  empire. 
Fascists  can  be  democratically  elected,  too. 

■            1^  VII  AV  mi  1  1    IIP  AIVII 

HOLD  THAT  PILL!  HEALTH 
CARE  IS  ON  THE  MEND 

^  ho  says  markets  don't  work  in  medicine?  I 
^^^^V  last  few  years,  employers  have  been  cr 
down  on  their  health-care  costs.  And  for  t 
few  months,  the  Clintons  have  given  market  forces  ad( 
petus  by  jawboning  the  medical  industrial  complex  ir 
ting  back  on  its  costs  and  prices. 

These  efforts  are  paying  off.  Since  May,  medical 
have  risen  at  a  4.5%  annual  rate,  down  sharply  from 
7.4%  rate.  Given  that  the  consumer  price  index  doesi 
ture  discounting  in  hospitals  and  doctors'  offices— and 
poor  job  measuring  quality  improvements— it's  like 
medical  prices  are  rising  no  faster  than  general  inflatio 
would  be  the  first  time  that  has  happened  since  the 

The  news  comes  in  time  for  Washington  to  rethi 
Clinton  Administration's  sweeping  plan  to  overhaul  Ai 
medicine.  President  Clinton's  health-care  reform  plan 
around  loose  price  controls  and  heavy  government  ii 
ence.  Congress,  however,  should  remake  the  Clinton 
build  on  the  market's  recent  advances,  levehng  the 
field  for  insurance  buyers  and  encouraging  privatt 
purchasing  cooperatives,  not  giant  government-run  p 
ing  alliances. 

If  Washington  wants  its  health-care  program  to 's 
will  learn  that  private  markets  can  rein  in  costs  far 
than  bureaucrats  ever  will. 

INVESTORS,  THE  GRASS  IN 
THE  U.S.  IS  STILL  GREEN 

■  nvestors  in  the  U.  S.  have  reaped  rich  rewards  so  far  in 
H  the  1990s.  The  bond  market  staged  one  of  its  strongest 
H  rallies  ever,  and  the  stock  market  powered  its  way  to 
record  highs. 

Going  forward,  what  kind  of  returns  can  investors  in 
the  U.  S.  bond  and  stock  markets  expect?  These  days,  it 
seems  that  the  answer  for  many  Wall  Street  market  mavens 
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A)ii/one  in  a  loig-tcnn 
relationship  kiiozos  what  it  takes 
to  help  it  flourish  and  grozv.  Trust. 
Patience.  Uniiersta)hiing.  The 
Travelers'  couunitinent  to  these 
values  is  how  'we  protect  our  cus- 
tomers and  help  them  prosper. 

Through  our  i)ivestment 
and  pension  services,  we  can  help 
you  plan  for  the  fi)iancial  securiti/ 
of  your  company  and  your  employ- 
ees. Wt'  offer  a  broad  range  of 
corporate  investment  options 
includiiig  Guaranteed  Separate 
Accounts  a)ui  Guaranteed  Interest 
Contracts.  A)id,  as  always,  your 
investment  is  taUored  to  meet  your 
company's  specific  requirements. 

In  addition,  we'll  help  you 
prepare  for  your  own  retirement 
with  the  same  Tn.x  Sheltered 
Aiuniity  plans  we  provide  for 
null  ions  of  workers,  retirees  and 
their  families.  And  we  protect 
these  important  investments  with 
over  $9  billioii  in  aniniitif  reserves. 


With  129  years  in  the  insurance  business, 
we  know  about  lasting  relationships. 


le  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183 


Over  the  years,  The  Travelers 
has  helped  )mllio}is  of  Americans 
invest  in  the  future.  And  in  doing 
so,  given  them  the  security  to 
reflect  o)i  the  past. 

Thelraveler^ 

AMERICA'S  UMBRELLA'" 


Presenting  an  even  TlIOlOICG  111 

to  give  yonr  compai.; 

-cat  magnates.  Poker-playiug  tycoons.  It  might  have  worked  hejore.  But  it  Joesn  t 
today.  So  consider  Chevy  Astro  C  argo  \  an  instead.  You  see,  Astro  provides  unprecec^ 
power.  Like  a  standard  105  HP  4.3L  VO  engine,  more  powerful  titan  any  compact  (1% 
van.  Plus  000  pounds  more  maximum  towing  capacity  than  Ford  Aerostar  Xiin.  As^C 
trounces  Aerostar  in  cargo  room.  And  while  Astro  has  4-wheel  anti-lock  hrakes  as  sttfn 
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